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INTUIT INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

                         
            July 31,   October 31,
(In thousands; unaudited)   2002   2002
     
        ASSETS                
Current assets:                
  Cash and cash equivalents   $ 435,087    $ 308,176 
  Short-term investments     815,342      522,980 
  Marketable securities     16,791      27,462 
  Customer deposits     300,409      308,149 
  Accounts receivable, net     56,467      65,353 
  Deferred income taxes     67,799      66,957 
  Income taxes receivable     —      56,915 
  Prepaid expenses and other current assets     50,729      36,771 
  Amounts due from discontinued operations entities     252,869      184,538 
             
    Total current assets     1,995,493      1,577,301 
Property and equipment, net     181,758      189,550 
Goodwill, net     428,948      581,406 
Purchased intangibles, net     125,474      125,996 
Long-term deferred income taxes     176,553      171,428 
Loans to executive officers and other employees     21,270      20,585 
Other assets     33,530      13,481 
             
Total assets   $2,963,026    $2,679,747 
             
      LIABILITIES AND STOCKHOLDERS’ EQUITY                
Current liabilities:                
  Accounts payable   $ 76,669    $ 80,847 
  Accrued compensation and related liabilities     91,507      77,595 
  Payroll service obligations     300,381      308,117 
  Deferred revenue     159,758      166,075 
  Income taxes payable     442      — 
  Short-term note payable     17,926      18,026 
  Other current liabilities     86,094      87,092 
             
    Total current liabilities     732,777      737,752 
             
Long-term obligations     14,610      14,384 
Commitments and contingencies                
Stockholders’ equity:                
  Preferred stock     —      — 
  Common stock and additional paid-in capital     1,846,707      1,864,172 
  Treasury shares, at cost     (126,107)     (351,781)
  Deferred compensation     (12,628)     (10,346)
  Accumulated other comprehensive income (loss)     (3,675)     1,376 
  Retained earnings     511,342      424,190 
             
    Total stockholders’ equity     2,215,639      1,927,611 
             
Total liabilities and stockholders’ equity   $2,963,026    $2,679,747 
             

See accompanying notes.
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INTUIT INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

                       
          Three Months Ended
          October 31,

         
          2001   2002

           
(In thousands, except per share data; unaudited)                
Net revenue:                
  Products   $ 114,583    $146,992 
  Services     36,755      60,941 
  Other     17,389      15,349 
             
      Total net revenue     168,727      223,282 
             
Costs and expenses:                
  Cost of revenue:                
      Cost of products     31,926      29,847 
      Cost of services     24,312      36,876 
      Cost of other revenue     5,551      4,590 
      Amortization of purchased software     1,706      2,977 
  Customer service and technical support     37,759      41,752 
  Selling and marketing     59,953      78,801 
  Research and development     48,857      65,682 
  General and administrative     26,557      40,161 
  Charge for purchased research and development     —      7,789 
  Acquisition-related charges     41,081      9,455 
  Loss on impairment of long-lived asset     27,000      — 
             
      Total costs and expenses     304,702      317,930 
             
Loss from continuing operations    (135,975)     (94,648)
Interest and other income     9,810      8,336 
Gains (losses) on marketable securities and other investments, net     (12,254)     253 
             
Loss from continuing operations before income taxes    (138,419)     (86,059)
Income tax benefit     (36,263)     (25,818)
             
Net loss from continuing operations    (102,156)     (60,241)
Discontinued operations, net of income taxes (Note 6):                
  Net income from Quicken Loans discontinued operations     9,729      — 
  Gain on disposal of Quicken Loans discontinued operations     —      5,556 
             
Net income from discontinued operations     9,729      5,556 
             
Net loss   $ (92,427)   $ (54,685)
             
Basic and diluted net loss per share from continuing operations   $ (0.48)   $ (0.29)
Basic and diluted net income per share from discontinued operations     0.04      0.03 
             
Basic and diluted net loss per share   $ (0.44)   $ (0.26)
             
Shares used in basic and diluted per share amounts     211,039      207,965 
             

See accompanying notes.
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INTUIT INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

                         
            Three Months Ended
            October 31,

           
(In thousands; unaudited)   2001   2002
     
Cash flows from operating activities:                
  Net loss from continuing operations   $(102,156)   $ (60,241)
  Adjustments to reconcile net loss from continuing operations to net cash used in operating activities:                
    Acquisition-related charges     41,081      9,455 
    Amortization of purchased software     1,706      2,977 
    Amortization of deferred compensation     633      634 
    Charge for purchased research and development     —      7,789 
    Depreciation     15,274      18,509 
    Net (gains) losses from marketable securities and other investments     12,254      (253)
    Loss on impairment of long-lived asset     27,000      — 
    Loss on disposal of property and equipment     495      1,786 
    Deferred income tax benefit     198      5,967 
    Tax benefit from employee stock options     9,574      16,431 
             
        Subtotal     6,059      3,054 
             
    Changes in operating assets and liabilities:                
      Customer deposits     5,542      (7,740)
      Accounts receivable     (13,036)     (4,430)
      Income taxes receivable     —      (56,915)
      Prepaid expenses and other current assets     (5,045)     14,642 
      Accounts payable     14,576      3,616 
      Accrued compensation and related liabilities     (8,403)     (13,912)
      Payroll service obligations     (5,538)     7,736 
      Deferred revenue     2,205      (377)
      Income taxes payable     (38,196)     (442)
      Other current liabilities     1,977      (471)
             
      Total changes in operating assets and liabilities     (45,918)     (58,293)
             
      Net cash used in operating activities     (39,859)     (55,239)
             
Cash flows from investing activities:                
  Change in other assets     1,453      (2,292)
  Purchases of property and equipment     (14,276)     (27,747)
  Proceeds from the sale of marketable securities     1,157      — 
  Purchases of short-term investments    (347,531)    (279,300)
  Liquidation and maturity of short-term investments     418,603      569,687 
  Acquisitions of businesses, net of cash acquired     —     (171,742)
  Purchases of long-term investments, net     (894)     — 
             
      Net cash provided by investing activities     58,512      88,606 
             
Cash flows from financing activities:                
  Change in notes payable     372      (126)
  Net proceeds from issuance of common stock     22,019      43,328 
  Purchase of treasury stock     (21,137)    (300,349)
             
      Net cash provided by (used in) financing activities     1,254     (257,147)
             
Net cash provided by (used in) discontinued operations     (18,500)     97,187 
Effect of foreign currency translation     (660)     (318)
             
Net increase (decrease) in cash and cash equivalents     747     (126,911)
Cash and cash equivalents at beginning of period     94,301      435,087 
             
Cash and cash equivalents at end of period   $ 95,048    $ 308,176 
             

See accompanying notes.
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INTUIT INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

1. Summary of Significant Accounting Policies

Basis of Presentation

The consolidated financial statements include the financial statements of Intuit and its wholly owned subsidiaries. All intercompany balances and transactions have been eliminated
in consolidation. Certain other previously reported amounts have been reclassified to conform to the current presentation. As discussed in Note 6 , the Quicken Loans mortgage
business, which we sold on July 31, 2002, has been accounted for as discontinued operations in accordance with Accounting Principles Board (“APB”) Opinion No. 30.
Accordingly, we have reclassified our financial statements for all periods presented to reflect Quicken Loans as a discontinued operation. Unless noted otherwise, discussions in
these notes pertain to our continuing operations.

We have included all normal recurring adjustments and the non-recurring adjustments described in Note 6 that we consider necessary to give a fair presentation of our operating
results for the periods shown. Results for the three months ended October 31, 2002 do not necessarily indicate the results we expect for the fiscal year ending July 31, 2003 or any
other future period. These statements and accompanying notes should be read together with the audited consolidated financial statements for the fiscal year ended July 31, 2002
included in Intuit’s Form 10-K, filed with the Securities and Exchange Commission on September 25, 2002.

Use of Estimates

We make estimates and assumptions that affect the amounts reported in the financial statements and the disclosures made in the accompanying notes. For example, we use estimates
for reserves for product returns and rebates, and to determine the collectibility of accounts receivable and the value of deferred tax assets. We also use estimates to determine the
remaining economic lives and carrying values of purchased intangibles, property and equipment and other long-lived assets. Despite our intention to establish accurate estimates
and assumptions, actual results may differ from our estimates.

Net Revenue

We derive revenues from the sale of packaged software products and supplies, product support, professional services, outsourced payroll services and multiple element
arrangements that may include any combination of these items. We recognize revenue for software products and related services in accordance with Statement of Position 97-2,
“Software Revenue Recognition,” as modified by SOP 98-9. For other offerings, we follow Staff Accounting Bulletin No. 101, “Revenue Recognition in Financial Statements.” We
recognize revenue when persuasive evidence of an arrangement exists, we have delivered the product or performed the service, the fee is fixed or determinable and collectibility is
probable.

In some situations, we receive advance payments from our customers. We defer revenue associated with these advance payments until we ship the products or perform the services.

In accordance with the Financial Accounting Standards Board’s (“FASB’s”) Emerging Issues Task Force Issue No. 01-9, “Accounting for Consideration Given by a Vendor to a
Customer or a Reseller of the Vendor’s Product,” we generally account for cash consideration (such as sales incentives) that we give to our customers or resellers as a reduction of
revenue rather than as an operating expense.

-6-



Table of Contents

Product Revenue

We recognize revenue for the sale of our packaged software products and supplies when we ship the product (which is when title passes) either to retailers and distributors or
directly to end-user customers. We sell our QuickBooks and consumer tax products on consignment to a limited number of resellers. We recognize revenue for these consignment
transactions when the end-user sale has occurred.

We reduce product revenue from distributors and retailers for estimated returns that are based on historical returns experience and other factors such as the volume and price mix of
products in the retail channel, trends in retailer inventory and economic trends that might impact customer demand for our products. We reduce product revenue from end users for
the estimated usage of rebates on current product sales. Rebate reserves are based on the terms and conditions of the specific promotional rebate program, actual sales during the
promotion, the amount of redemptions received, historical redemption trends by product and by type of promotional program and the economic value of the rebate.

Service Revenue

We recognize revenue from outsourced payroll processing and payroll tax filing services as the services are performed, provided we have no other remaining obligations to these
customers. We generally require customers to remit payroll and payroll tax liability funds to us in advance of the applicable payroll due date via electronic funds transfer. We
include in total net revenue the interest earned on invested balances resulting from timing differences between the collection of these funds from customers and the remittance of the
funds to outside parties because this interest income represents an integral part of the revenue generated from our services. We recognize this interest as it is earned.

We also offer several plans under which customers pay for technical support. We recognize support revenue over the life of the plan, which is generally one year. Costs incurred for
these support plans are included in cost of revenue.

Service revenue also includes revenue from training, consulting and implementation services. We recognize revenue as these services are performed, provided we have no other
remaining obligations to these customers.

Other Revenue

Other revenue consists primarily of royalties from advertising agreements. We typically recognize revenue pro rata based on the contractual time period. If collectibility is not
considered probable, we recognize revenue when the royalty is collected.

Multiple Element Arrangements

We also enter into certain revenue arrangements for which we are obligated to deliver multiple products and/or services (multiple elements). For these arrangements, which
generally include software products, we allocate and defer revenue for the undelivered elements based on their vendor-specific objective evidence (“VSOE”) of fair value. VSOE is
generally the price charged when that element is sold separately.

In situations where VSOE exists for all elements (delivered and undelivered), we allocate the total revenue to be earned under the arrangement among the various elements, based
on their relative fair value. For transactions where VSOE exists only for the undelivered elements, we allocate and defer revenue based on 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. If VSOE does not exist for undelivered
items that are services, then we recognize the entire arrangement fee over the remaining service period. If VSOE does not exist for undelivered elements that are specified products
or features, we defer revenue until the earlier of the delivery of all elements or the point at which VSOE is determined for these undelivered elements.

We recognize revenue related to the delivered products or services only if: (1) the above revenue recognition criteria are met; (2) any undelivered products or services are not
essential to the functionality of the delivered products and services; (3) payment for the delivered products or services is not contingent upon delivery of the remaining products or
services; (4) we have an enforceable claim to receive the amount due in event that we do not deliver the undelivered products or services; and (5) as discussed above, there is
evidence of the fair value for each of the undelivered products or services.
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Shipping and Handling

We record the amounts we charge our customers for the shipping and handling of our software products as product revenue and we record the related costs as cost of products in our
statement of operations.

Customer Deposits and Payroll Service Obligations

Customer deposits represent cash held on behalf of our payroll customers. Payroll service obligations also relate to our payroll business and consist primarily of payroll taxes we
owe on behalf of our customers.

Goodwill, Purchased Intangible Assets and Other Long-lived Assets

We record goodwill when the purchase price of net tangible and intangible assets we acquire exceeds their fair value. In previous fiscal years, including fiscal 2002, we generally
amortized goodwill on a straight-line basis over periods ranging from 3 to 5 years. However, in accordance with SFAS 142, “Goodwill and Other Intangible Assets,” we did not
amortize goodwill for acquisitions completed after June 30, 2001, and effective August 1, 2002 we no longer amortize goodwill for acquisitions completed before July 1, 2001. See
“Recent Pronouncements” below for more information. We amortize the cost of identified intangible assets on a straight-line basis over periods ranging from 1 to 10 years.

We regularly perform reviews to determine if the carrying values of our long-lived assets are impaired. We look for facts or circumstances, either internal or external, that indicate
that we may not recover the carrying value of the asset. We measure impairment loss related to long-lived assets based on the amount by which the carrying amounts of such assets
exceed their fair values. Our measurement of fair value is generally based on an analysis of the present value of estimated future discounted cash flows. Our analysis is based on
available information and reasonable and supportable assumptions and projections. The discounted cash flow analysis considers the likelihood of possible outcomes and is based on
our best estimate of projected future cash flows. If necessary, we perform subsequent calculations to measure the amount of the impairment loss based on the excess of the carrying
value over the fair value of the impaired assets.

In June 2001, the FASB issued SFAS 142, “Goodwill and Other Intangible Assets.” In October 2001, the FASB issued SFAS 144, “Accounting for the Impairment or Disposal of
Long-Lived Assets.” We implemented both SFAS 142 and SFAS 144 on August 1, 2002. See “Recent Pronouncements” below for more information.

Stock-Based Incentive Program

We provide equity incentives to our employees (including those we hire as a result of acquisitions) and to our independent Board members through a carefully managed stock
incentive program. We maintain four stock option plans and an Employee Stock Purchase Plan for different groups of eligible participants, and we also have outstanding stock
options that we assumed in connection with certain acquisitions. We apply the recognition and measurement principles of APB Opinion No. 25, “Accounting for Stock Issued to
Employees,” in accounting for stock-based incentives. Accordingly, we are not required to record compensation expense when stock options are granted to eligible participants as
long as the exercise price is not less than the fair market value of the stock when the option is granted. We are also not required to record compensation expense in connection with
the Employee Stock Purchase Plan as long as the purchase price of the stock is not less than 85% of the lower of the fair market value at the beginning of each 12-month offering
period or at the end of each applicable six-month purchase period. See Note 11 for an illustration of the effect on net income (loss) and net income (loss) per share if we had applied
the fair value recognition provisions of SFAS No. 123, “Accounting for Stock-Based Compensation,” to stock-based incentives.

Concentration of Credit Risk and Significant Customers and Suppliers

We operate in markets that are highly competitive and rapidly changing. Significant technological changes, changes in customer requirements, the emergence of competitive
products or services with new capabilities and other factors could negatively impact our operating results.

We are also subject to risks related to changes in the values of our significant balance of short-term investments as well as risks related to the collectibility of our trade accounts
receivable. Our portfolio of short-term investments
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consists primarily of investment-grade securities that we diversify by limiting our holdings with any individual issuer in a managed portfolio to a maximum of $5 million.

We sell a significant portion of our products through third-party retailers and distributors. As a result, we face risks related to the collectibility of our trade accounts receivable. To
appropriately manage this risk, we perform ongoing evaluations of customer credit and limit the amount of credit extended as we deem appropriate but generally do not require
collateral. We maintain reserves for estimated credit losses and these losses have historically been within our expectations. However, since we cannot necessarily predict future
changes in the financial stability of our customers, we cannot guarantee that our reserves will continue to be adequate.

Due to changes in our distributor relationships during fiscal 2002, we are selling an increasing proportion of our software products directly to a variety of retailers rather than
through a few major distributors. No distributor or individual retailer accounted for 10% or more of total net revenue in the first quarter of fiscal 2002 or 2003, nor did any customer
account for 10% or more of accounts receivable at July 31, 2002 or October 31, 2002.

In connection with the sale of our Quicken Loans mortgage business in July 2002, we agreed to continue providing to the purchasing company a line of credit of up to
$375.0 million to fund mortgage loans for a transition period of up to six months. The line is secured by the related mortgage loans and had an outstanding balance of
$245.6 million at July 31, 2002 and $180.1 million at October 31, 2002. The line expires on January 31, 2003. As part of the consideration for the sale of the business, we also held
a five-year promissory note in the principal amount of $23.3 million from the purchasing company. The note was repaid in October 2002. See Note 6.

We rely on three third party vendors to perform substantially all outsourced aspects of manufacturing and distribution for our primary retail desktop software products. We also have
two key single-source vendors for our financial supplies business. One of these vendors prints and fulfills orders for all of our checks and most other products for our financial
supplies business and the other vendor operates our supplies sales website. We have acquired the source code for that website and plan to begin operating it internally in January
2003. While we believe that relying heavily on key vendors improves the efficiency and reliability of our business operations, relying on any one vendor for a significant aspect of
our business can have a significant negative impact on our revenue and profitability if that vendor fails to perform at acceptable service levels.

Recent Pronouncements

On June 29, 2001, the FASB issued SFAS 142, “Goodwill and Other Intangible Assets.” SFAS 142 supercedes APB Opinion No. 17, “Intangible Assets,” and provides that
goodwill and other intangible assets that have an indefinite useful life will no longer be amortized. However, these assets must be reviewed for impairment at least annually or more
frequently if an event occurs indicating the potential for impairment. The shift from an amortization approach to an impairment approach applies to all acquisitions completed after
June 30, 2001. We adopted the remaining elements of this new standard in the first quarter of fiscal 2003 and therefore ceased amortizing goodwill for acquisitions made prior to
July 1, 2001. However, it is possible that in the future we may incur impairment charges related to the goodwill already recorded and to goodwill arising out of future acquisitions.
In addition, we will continue to amortize our purchased intangible assets and to assess those assets for impairment as appropriate.

As of the date of adoption of SFAS 142 on August 1, 2002, we had an unamortized acquired intangible assets balance of $123.6 million and an unamortized goodwill balance of
$430.8 million. These balances reflect the transfer of $1.9 million in assembled workforce from intangible assets to goodwill in accordance with SFAS 142. In connection with the
transitional goodwill impairment evaluation provisions under SFAS 142, we completed a goodwill impairment review as of August 1, 2002 and found no impairment.
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A reconciliation of previously reported net loss and net loss per share to amounts that would have been reported if the non-amortization provisions of SFAS 142 had been in effect
from the beginning of fiscal 2002 is as follows:
                   
      Three Months Ended

     
      October 31,   October 31,
(In thousands, except per share amounts)   2001   2002
     
Net loss                
  Net loss, as reported   $(92,427)   $(54,685)
  Goodwill and assembled workforce amortization, net of income taxes     22,235 *     — 
             
  Pro forma net loss   $(70,192)   $(54,685)
             
Net loss per share                
  Basic and diluted — as reported   $ (0.44)   $ (0.26)
  Basic and diluted — pro forma     (0.33)     (0.26)

*   Includes goodwill amortization of $32,743 and assembled workforce amortization of $438, before income taxes at 33%. See Note 3.

In October 2001, the FASB issued SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” which applies to financial statements issued for fiscal years
beginning after December 15, 2001. SFAS 144 supercedes FASB Statement 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed
Of,” and portions of APB Opinion No. 30, “Reporting the Results of Operations.” SFAS 144 provides a single accounting model for long-lived assets we expect to dispose of and
significantly changes the criteria for classifying an asset as held-for-sale. This classification is important because held-for-sale assets are not depreciated and are stated at the lower
of fair value or carrying amount. SFAS 144 also requires expected future operating losses from discontinued operations to be displayed in the period(s) in which the losses are
actually incurred, rather than when the amount of the loss is estimated, as was previously required. We adopted SFAS 144 effective August 1, 2002 and there was no impact on our
financial position, results of operations or cash flows.

In July 2002, the FASB issued SFAS 146, “Accounting for Costs Associated with Exit and Disposal Activities.” This statement revises the accounting for activities relating to
exiting or disposing of businesses or assets under EITF Issue No. 94-3, “Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity.” A
formal commitment to a plan to exit an activity or dispose of long-lived assets will no longer be sufficient to record a one-time charge for most exit and disposal costs. Instead,
companies will record exit or disposal costs when they are incurred and can be measured at fair value, and will subsequently adjust the recorded liability for changes in estimated
cash flows. The provisions of SFAS 146 are effective prospectively for exit or disposal activities initiated after December 31, 2002. Companies may not restate previously issued
financial statements for the effect of the provisions of SFAS 146, and liabilities that a company previously recorded under EITF Issue No. 94-3 are not affected. We will assess the
impact of adoption of SFAS 146 based on the nature of any exit or disposal activities that are ongoing at that time.

2. Short-Term Investments

The following schedule summarizes the estimated fair value of our short-term investments as of the dates indicated:
                 
    July 31,   October 31,
    2002   2002

     
(In thousands)                
Corporate notes   $ 24,405    $ 19,387 
Municipal bonds     780,914      503,593 
U.S. government securities     10,023      — 
             
    $815,342    $522,980 
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The following table summarizes the estimated fair value of our available-for-sale debt securities held in short-term investments classified by the stated maturity date of the security:
                 
    July 31,   October 31,
    2002   2002

     
(In thousands)                
Due within one year   $230,716    $188,670 
Due within two years     141,942      91,994 
Due within three years     —      5,284 
Due after three years     442,684      237,032 
             
    $815,342    $522,980 
             

3. Goodwill and Intangible Assets

Changes in the carrying value of goodwill by reportable segment during the first quarter of fiscal 2003 were as follows:
                                         
    Balance   Transfer                   Balance
    July 31,   Assembled   Goodwill           October 31,
(In thousands)   2002   Workforce   Acquired   Other   2002

           
Employer Services   $153,216    $1,289    $ —    $ —    $154,505 
Other Small Business Products and Services     5,979      88      150,548      —      156,615 
Consumer Tax     3,308      —      —      —      3,308 
Professional Accounting Solutions     90,079      428      —      —      90,507 
Vertical Business Management Solutions     171,520      —      —      610      172,130 
Global Business     4,846      95      —     (600)     4,341 
                               
    $428,948    $1,900    $150,548    $ 10    $581,406 
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Purchased intangible assets consisted of the following at the dates indicated:
                         
        July 31,   October 31,
    Life in Years  2002   2002

       
(In thousands)                        
Customer lists     3-7    $ 144,379    $ 144,541 
Less accumulated amortization             (75,317)     (82,218)
                     
              69,062      62,323 
                     
Purchased technology     1-7      121,763      134,984 
Less accumulated amortization             (79,894)     (82,871)
                     
              41,869      52,113 
                     
Trade names and logos     1-10      16,555      16,567 
Less accumulated amortization             (6,908)     (7,664)
                     
              9,647      8,903 
                     
Covenants not to compete     3-5      7,399      7,420 
Less accumulated amortization             (4,403)     (4,763)
                     
              2,996      2,657 
                     
Assembled workforce     2-5      4,458      — 
Less accumulated amortization             (2,558)     — 
                     
              1,900      — 
                     
Total intangible assets             294,554      303,512 
Total accumulated amortization            (169,080)    (177,516)
                     
Total net intangible assets           $ 125,474    $ 125,996 
                     

Purchased technology increased by approximately $13.2 million in the first quarter of fiscal 2003 due to our acquisition of Blue Ocean Software, Inc. See Note 5.

We summarize the following expenses on the acquisition-related charges line of our statement of operations:
                   
      Three Months Ended

     
      October 31,   October 31,
      2001   2002

       
(In thousands)                
Amortization of goodwill   $32,743    $ — 
Amortization of purchased intangible assets     6,795      7,893 
Amortization of acquisition-related deferred compensation     1,543      1,562 
             
  Total acquisition-related charges   $41,081    $ 9,455 
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At October 31, 2002, we expected annual amortization of our purchased intangible assets by fiscal year to be as shown in the following table. Future acquisitions could cause these
amounts to increase.
           
      Expected
      Amortization
(Dollars in thousands)   Expense
   
Fiscal year ending July 31,        
2003   $ 43,908 
2004     28,159 
2005     21,031 
2006     17,524 
2007     12,756 
Thereafter     13,416 
       
  Total expected future amortization expense   $136,794 
       

4. Comprehensive Net Income (Loss)

SFAS 130, “Reporting Comprehensive Income,” establishes standards for reporting and displaying comprehensive net income (loss) and its components in stockholders’ equity.
SFAS 130 requires the components of other comprehensive income (loss), such as changes in the fair value of available-for-sale securities and foreign translation adjustments, to be
added to our net income (loss) to arrive at comprehensive net income (loss). Other comprehensive income (loss) items have no impact on our net income (loss) as presented in our
statement of operations.

The components of accumulated other comprehensive income (loss), net of income taxes, were as follows:
                                   
      Marketable   Short-term   Foreign Currency        
(In thousands)   Securities   Investments   Translation   Total
         
Three months ended October 31, 2001                                
Beginning balance, net of income taxes   $ 23,958    $ 4,686    $ (464)   $ 28,180 
Unrealized loss, net of income tax benefits of $16,451 and $534    (24,677)     (802)     —     (25,479)
Reclassification adjustment for realized gain included in net loss, net of income tax

benefit of $71     (106)     —      —      (106)
Translation adjustment     —      —      (759)     (759)
                         
  Other comprehensive loss    (24,783)     (802)     (759)    (26,344)
                         
Ending balance, net of income taxes   $ (825)   $ 3,884    $ (1,223)   $ 1,836 
                         
Three months ended October 31, 2002                                
Beginning balance, net of income taxes   $ (4,845)   $ 2,058    $ (888)   $ (3,675)
Unrealized gain, net of income tax provision of $4,262     6,393      —      —      6,393 
Unrealized loss, net of income tax benefit of $790     —     (1,184)     —      (1,184)
Translation adjustment     —      —      (158)     (158)
                         
  Other comprehensive income (loss)     6,393     (1,184)     (158)     5,051 
                         
Ending balance, net of income taxes   $ 1,548    $ 874    $ (1,046)   $ 1,376 
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The following table summarizes comprehensive net income (loss) for the periods indicated:
                 
    Three Months Ended

   
    October 31,   October 31,
    2001   2002

     
(In thousands)                
Net loss   $ (92,427)   $(54,685)
Other comprehensive income (loss), net of income taxes     (26,344)     5,051 
             
Comprehensive net loss, net of income taxes   $(118,771)   $(49,634)
             

5. Acquisition

On September 13, 2002, we acquired all of the outstanding stock of Blue Ocean Software, Inc. for approximately $177.3 million in cash. We paid $16.5 million of the purchase
price into a third party escrow account, to be held for a maximum of 18 months pending the finalization of certain financial calculations that may affect the purchase price.

Blue Ocean offers software solutions that help businesses manage their information technology resources and assets. We acquired this company as part of our Right for My
Business strategy to offer business solutions that go beyond accounting software to address a wider range of management challenges that small businesses face. Blue Ocean became
part of our Other Small Business Products and Services business segment.

With the assistance of a professional valuation services firm, we made a preliminary allocation of the purchase price during the first quarter of fiscal 2003. We do not expect that
any adjustments to the purchase price or the purchase price allocation will be material. We allocated approximately $13.2 million of the purchase price to purchased technology and
$150.5 million to goodwill. In addition, $7.8 million was allocated to in-process research and development and charged to expense in the first quarter of fiscal 2003. The purchased
technology is being amortized over six years. None of the goodwill acquired in this transaction will be deductible for income tax purposes. Blue Ocean’s results of operations from
September 14, 2002 forward were included in our results of operations and were not material.

The preliminary purchase price allocation for the Blue Ocean acquisition was as follows:
           
      Purchase
      Price
      Allocation

     
(In thousands)        
Tangible assets   $ 19,738 
Deferred revenue     (6,694)
Other tangible liabilities     (7,013)
In-process research and development     7,789 
Purchased technology     13,220 
Goodwill     150,548 
Acquisition costs     (271)
       
  Total purchase price   $177,317 
       

6. Discontinued Operations

On July 31, 2002, we sold our Quicken Loans mortgage business and accounted for the sale as discontinued operations. In accordance with APB Opinion No. 30, the operating
results of Quicken Loans have been segregated from continuing operations in our statement of operations for all periods prior to the sale, including the first quarter of fiscal 2002.
Quicken Loans revenue was $40.0 million in the first quarter of fiscal 2002 and income taxes offset against income from discontinued operations amounted to $5.5 million for that
period.
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As part of the sale transaction, we received a five-year secured promissory note in the principal amount of $23.3 million from a newly-created company, Rock Acquisition
Corporation. We also retained a 12.5% non-voting equity interest in that company. We accounted for this investment on a cost basis since we did not have the ability to exercise
significant influence over Rock. We also agreed to continue providing to Quicken Loans a secured line of credit of up to $375.0 million to fund mortgage loans for a transition
period of up to six months. The line expires on January 31, 2003. Rock also licensed the right to use our Quicken Loans trademark for its residential home loan and home equity
loan products and we entered into a distribution agreement with Rock through which it will provide mortgage services on Quicken.com.

In October 2002, we sold our residual minority equity interest in Rock to the majority shareholders of Rock. We also received payment in full of the $23.3 million promissory note
and related accrued interest due from Rock. The $5.6 million gain on disposal of Quicken Loans discontinued operations recorded in the first quarter of fiscal 2003 included a gain
of $6.4 million for the sale of our residual equity interest, a charge of $0.3 million that was the result of the final audit of the tangible shareholders’ equity balance of Quicken
Loans, and $0.5 million in legal and other expenses. We did not record a tax benefit related to the transaction because we cannot be assured that we will realize the tax benefit. The
trademark license and distribution agreements that we entered into when we sold Quicken Loans remain in effect. Fees under these agreements will be recorded as other income on
a cash basis. There was no income recorded under these agreements in the first quarter of fiscal 2003.

7. Industry Segment and Geographic Information

SFAS 131, “Disclosures about Segments of an Enterprise and Related Information,” establishes standards for the way in which public companies disclose certain information about
reportable segments in the company’s financial reports. Consistent with SFAS 131, we have defined ten reportable segments, described below, based on factors such as how we
manage our operations and how our chief operating decision maker views results. In fiscal 2003 we created three new reportable segments from our fiscal 2002 Small Business
segment: QuickBooks, Financial Supplies and Other Small Business Products and Services. We also began reporting our Vertical Business Management Solutions segment
separately from our Other segment. These changes reflect our continuing focus on and evolution of our Right for My Business strategy for small businesses. All reportable segments
except Global Business are based in the United States and sell primarily to customers located there. Certain previously reported amounts have been reclassified to conform to the
fiscal 2003 presentation.

QuickBooks product revenue is derived primarily from QuickBooks desktop software products. QuickBooks services revenue is derived from QuickBooks Online Edition.

Employer Services product revenue is derived primarily from our QuickBooks Do-It-Yourself Payroll offering, which consists of current payroll tax tables that we provide on a
subscription basis to small businesses that prepare their own payrolls. Services revenue for this segment is derived primarily from our outsourced payroll services. Our outsourced
payroll services consist of QuickBooks Assisted Payroll Service, a payroll service that is integrated with QuickBooks and handles the back-end aspects of payroll processing,
including tax payments and filings; and Intuit Payroll Services Complete Payroll, which provides traditional, full service payroll processing, tax payment and check delivery
services. Intuit Payroll Services Complete Payroll encompasses the business of CBS Employer Services, Inc., which we acquired in the fourth quarter of fiscal 2002. Our outsourced
payroll business also includes our Premier Payroll Service, which provides traditional full service payroll outsourcing, tax payment and check delivery services distributed through
certain financial institutions.

Financial Supplies product revenue is derived primarily from financial supplies, such as paper checks, envelopes, invoices and stationery, for small businesses and individuals and
from tax forms, tax return presentation folders and other supplies for professional tax preparers.

Other Small Business Products and Services product revenue for fiscal 2003 is derived primarily from Intuit Information Technology Solutions (formerly Blue Ocean Software,
Inc.), a provider of software solutions that help businesses manage their information technology resources and assets. We acquired Blue Ocean in the first quarter of fiscal 2003.
Services revenue for this segment is derived primarily from QuickBooks support plans. Other revenue consists of royalties from small business online transactions such as
QuickBooks Merchant Account Service and QuickBooks Online Billing.
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Consumer Tax product revenue is derived primarily from TurboTax federal and state consumer desktop tax preparation products. Consumer Tax services revenue is derived
primarily from TurboTax for the Web online tax preparation services and consumer electronic filing services.

Professional Accounting Solutions product revenue is derived primarily from ProSeries and Lacerte professional tax preparation products. Professional Accounting Solutions
services revenue is derived primarily from electronic filing and training services.

Personal Finance product revenue is derived primarily from Quicken desktop software products. Personal Finance services revenue is minimal. Other revenue consists of royalties
from consumer online transactions and Quicken.com advertising revenue.

Vertical Business Management Solutions (“VBMS”) revenue is derived from four businesses that we acquired in fiscal 2002 that provide small business management solutions for
vertical industries. Those businesses are Intuit Eclipse Distribution Management Solutions, Intuit MRI Real Estate Solutions, Intuit Construction Business Solutions and Intuit
Public Sector Solutions. VBMS product revenue is derived from business management software that is specific to the industries these businesses serve. VBMS service revenue
consists primarily of installation, consulting and training services.

Global Business product revenue is derived primarily from localized versions of QuickBooks and Quicken as well as QuickTax desktop software products in Canada; localized
versions of QuickBooks and Quicken as well as TaxCalc desktop software products in the United Kingdom; and Yayoi small business desktop accounting products in Japan. Global
Business services revenue primarily consists of revenue from software maintenance contracts sold with Yayoi software in Japan.

Other includes revenue and segment operating income (loss) from businesses that have been discontinued due to divestitures or are insignificant. Other also includes reconciling
items such as acquisition-related costs (which include acquisition-related charges, amortization of purchased software and charges for purchased research and development) and
other common costs not allocated to specific segments.

The accounting policies of the reportable segments are the same as those described in the summary of significant accounting policies in Note 1. Except for goodwill and purchased
intangible assets, Intuit does not generally track assets by reportable segments and, consequently, does not disclose assets by reportable segments. The following results for the first
quarters of fiscal 2002 and 2003 are broken out by our reportable segments.
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              Small Business Products and Services        

                     
                              Other Small                
Three months ended                           Business                
October 31, 2001           Employer   Financial   Products &           Consumer
(In thousands)   QuickBooks   Services   Supplies   Services   Subtotal   Tax
             
Product revenue   $24,526    $18,392    $30,283    $ —    $48,675    $ 2,537 
Service revenue     27      15,728      —      10,609      26,337      1,471 
Other revenue     —      —      —      3,215      3,215      204 
                                     
  Total net revenue     24,553      34,120      30,283      13,824      78,227      4,212 
                                     
Segment operating income (loss)     314      3,633      14,199      970      18,802     (17,252)
Common expenses     —      —      —      —      —      — 
                                     
  Subtotal     314      3,633      14,199      970      18,802     (17,252)
Acquisition-related costs     —      —      —      —      —      — 
Loss on impairment of long-lived asset     —      —      —      —      —      — 
Realized net losses on marketable securities     —      —      —      —      —      — 
Interest and other income     —      —      —      —      —      — 
                                     
Income (loss) from continuing operations before

income taxes   $ 314    $ 3,633    $14,199    $ 970    $18,802    $(17,252)
                                     

[Additional columns below]

[Continued from above table, first column(s) repeated]
                                                   
                      Vertical                        
Three months ended   Professional           Business                        
October 31, 2001   Accounting   Personal   Mgmt   Global                
(In thousands)   Solutions   Finance   Solutions  Business   Other   Consolidated
             
Product revenue   $ 5,606    $24,903    $ —    $ 8,336    $ —    $ 114,583 
Service revenue     1,112      2,783      —      4,998      27      36,755 
Other revenue     —      11,032      —      2,938      —      17,389 
                                     
  Total net revenue     6,718      38,718      —      16,272      27      168,727 
                                     
Segment operating income (loss)    (17,874)     11,845      —      (2,815)     (3,656)     (10,636)
Common expenses     —      —      —      —      (55,552)     (55,552)
                                     
  Subtotal    (17,874)     11,845      —      (2,815)     (59,208)     (66,188)
Acquisition-related costs     —      —      —      —      (42,787)     (42,787)
Loss on impairment of long-lived asset     —      —      —      —      (27,000)     (27,000)
Realized net losses on marketable securities     —      —      —      —      (12,254)     (12,254)
Interest and other income     —      —      —      —      9,810      9,810 
                                     
Income (loss) from continuing operations

before income taxes   $(17,874)   $11,845    $ —    $ (2,815)   $(131,439)   $(138,419)
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              Small Business Products and Services        

                     
                              Other Small                
Three months ended                           Business                
October 31, 2002           Employer   Financial   Products &           Consumer
(In thousands)   QuickBooks   Services   Supplies   Services   Subtotal   Tax
             
Product revenue   $37,838    $23,739    $30,556    $ 4,093    $ 58,388    $ 3,855 
Service revenue     215      23,443      —      14,651      38,094      2,005 
Other revenue     —      410      —      3,880      4,290      195 
                                     
  Total net revenue     38,053      47,592      30,556      22,624      100,772      6,055 
                                     
Segment operating income (loss)     7,215      15,241      14,522      (2,070)     27,693     (15,070)
Common expenses     —      —      —      —      —      — 
                                     
  Subtotal     7,215      15,241      14,522      (2,070)     27,693     (15,070)
Acquisition-related costs     —      —      —      —      —      — 
Realized net gain on marketable securities     —      —      —      —      —      — 
Interest and other income     —      —      —      —      —      — 
                                     
Income (loss) from continuing operations before

income taxes   $ 7,215    $15,241    $14,522    $ (2,070)   $ 27,693    $(15,070)
                                     

[Additional columns below]

[Continued from above table, first column(s) repeated]
                                                   
                      Vertical                        
Three months ended   Professional           Business                        
October 31, 2002   Accounting   Personal   Mgmt   Global                
(In thousands)   Solutions   Finance   Solutions   Business   Other   Consolidated
             
Product revenue   $ 6,350    $25,569    $ 5,630    $ 9,362    $ —    $146,992 
Service revenue     914      771      13,168      5,644      130      60,941 
Other revenue     —      10,834      5      25      —      15,349 
                                     
  Total net revenue     7,264      37,174      18,803      15,031      130      223,282 
                                     
Segment operating income (loss)    (16,906)     15,336      (7,212)     (5,347)     (3,994)     1,715 
Common expenses     —      —      —      —     (76,142)     (76,142)
                                     
  Subtotal    (16,906)     15,336      (7,212)     (5,347)    (80,136)     (74,427)
Acquisition-related costs     —      —      —      —     (20,221)     (20,221)
Realized net gain on marketable securities     —      —      —      —      253      253 
Interest and other income     —      —      —      —      8,336      8,336 
                                     
Income (loss) from continuing operations before

income taxes   $(16,906)   $15,336    $ (7,212)   $ (5,347)   $(91,768)   $ (86,059)
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8. Commitments

Mortgage Line of Credit

In connection with the sale of our Quicken Loans mortgage business in July 2002, we agreed to continue providing to the purchasing company a line of credit of up to
$375.0 million to fund mortgage loans for a transition period of up to six months. The line of credit is secured by the related mortgage loans and the principal balance outstanding of
$180.1 million at October 31, 2002 was included on our balance sheet under amounts due from discontinued operations entities. The line expires on January 31, 2003. See Note 6.

Reserve for Vacant Facilities

During the third quarter of fiscal 2002, we concluded that we would not occupy two vacant leased buildings in Mountain View, California and that we would be unable to recover a
substantial portion of our lease obligations by subleasing the vacant space. The resulting $13.2 million charge was equal to the remaining future lease commitments for these
facilities, net of estimated future sublease income. The estimated costs of abandoning these leased facilities reflected management’s best estimates based on market information and
trend analyses compiled by our facilities management team with the help of a commercial real estate brokerage firm retained by Intuit. We continue to evaluate our assumptions
quarterly for any potentially significant change to the reserve. No material change has been necessary to date.

During the first quarter of fiscal 2003, we made cash lease payments for these two buildings of $0.6 million and there was a remaining balance of $11.9 million in the reserve at
October 31, 2002. The short-term portion of the reserve ($2.1 million) is in other current liabilities and the remaining long-term portion is in long-term obligations on our balance
sheet. We expect to use the total reserve by the end of fiscal 2010. Our actual future cash payments may exceed the total reserve balance by a maximum of $3.7 million if we are
unable to sublease either of the properties.

9. Other Current Liabilities

Other current liabilities were as follows at the dates indicated:
                 
    July 31,   October 31,
    2002   2002

     
(In thousands)                
Reserve for product returns   $35,603    $40,417 
Reserve for rebates     8,201      8,844 
Future cash payments due for CBS Payroll acquisition     25,359      24,522 
Other acquisition and disposition related items     4,667      1,161 
Other accruals     12,264      12,148 
             
    $86,094    $87,092 
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10. Income Taxes

We compute our provision for or benefit from income taxes by applying the estimated annual effective tax rate to income or loss from recurring operations and other taxable items.
We recorded income tax benefits on pre-tax losses in the first quarters of fiscal 2002 and 2003. Our effective tax rate for those quarters differed from the federal statutory tax rate
primarily due to the effect of the items in the table below.
                   
      Three Months Ended

     
      October 31,   October 31,
      2001   2002

       
Statutory federal income tax rate    35.0%    35.0%
  State income tax, net of federal benefit     1.7%     1.2%
  Federal research and experimental credits     1.4%     2.9%
  Non-deductible merger-related charges     (6.6%)     (9.1%)
  Tax exempt interest     1.7%     1.4%
  Tax benefit related to divestiture     (4.0%)     — 
  Other, net     (3.0%)     (1.4%)
             
Effective income tax rate    26.2%    30.0%
             

11. Stockholders’ Equity

Stock Repurchase Program

In May 2001, Intuit’s Board of Directors authorized the company to repurchase up to $500.0 million of common stock from time to time over a three-year period. In July 2002, our
Board of Directors increased the authorized purchase amount by $250.0 million to a total of $750.0 million. The stock repurchase program is intended to help offset some of the
dilution resulting from the issuance of shares under Intuit’s equity incentive stock plans. Shares of stock repurchased under the program become treasury shares. During the first
quarter of fiscal 2003, we repurchased 6,629,844 shares of our common stock under this program for an aggregate cost of approximately $300.3 million. During the first quarter of
fiscal 2003, we also reissued 1,805,291 shares of treasury stock in connection with stock incentive plans. From inception of the program through October 31, 2002, we had
repurchased a total of 14,230,183 shares of our common stock for an aggregate cost of approximately $627.3 million.

When we reissue treasury shares, if the proceeds from the sale are more than the average price we paid to acquire the shares, we record an increase in additional paid-in capital.
Conversely, if the proceeds from the sale are less than the average price we paid to acquire the shares, we record a decrease in additional paid-in capital to the extent of increases
previously recorded for similar transactions, and a decrease in retained earnings for any remaining amount.

Repurchases through October 31, 2002 have had no significant impact on our net income or loss per share. We intend to continue using our cash and cash equivalents to fund these
repurchases in amounts and at such times as we deem appropriate.
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Distribution and Dilutive Effect of Options

We provide equity incentives to our employees (including those we hire as a result of acquisitions) and to our independent Board members through a carefully managed, broad-
based stock incentive program. The following table shows option grants to Named Executives and to all employees for the periods indicated. Under Securities and Exchange
Commission rules for proxy statements, Named Executives are defined as the company’s chief executive officer and each of the four other most highly compensated executive
officers.
                         
    Three Months  Twelve Months Ended

    Ended  
    October 31,   July 31,   July 31,
    2002   2002   2001

       
Net option grants during the period as a percentage of outstanding shares     0.7%     3.2%     4.7%
Grants to Named Executives during the period as a percentage of total options granted     15.3%     3.5%     7.3%
Grants to Named Executives during the period as a percentage of outstanding shares     0.2%     0.2%     0.4%
Options held by Named Executives as a percentage of total options outstanding     11.5%     10.5%     9.0%

We define net option grants as options granted less options canceled or expired and returned to the pool of options available for grant. Options granted to our Named Executives as a
percentage of the total options granted to all employees will vary significantly from quarter to quarter, due in part to the timing of annual performance-based grants to Named
Executives. For example, first quarter fiscal 2003 Named Executive grants as a percentage of total grants were higher than we expect for fiscal 2003 as a whole because of
performance grants to Named Executives during the first quarter.

Stock-Based Incentive Program

We follow APB Opinion No. 25, “Accounting for Stock Issued to Employees,” in accounting for these stock-based incentives. See Note 1. In October 1995, the FASB issued SFAS
123, “Accounting for Stock Based Compensation.” Although SFAS 123 allows us to continue to follow the APB 25 guidelines, we are required to disclose annually our pro forma
net income (loss) and net income (loss) per share as if we had adopted SFAS 123. Beginning in the first quarter of fiscal 2003, we are voluntarily disclosing pro forma SFAS 123
results on a quarterly basis. The pro forma impact of applying SFAS 123 in the first quarters of fiscal 2002 and 2003 does not necessarily represent the pro forma impact in future
quarters or years.

To determine the pro forma impact, we have employed the widely used Black-Scholes model to estimate the fair value of options granted. This valuation model was developed for
use in estimating the fair value of traded options that have no vesting restrictions and are fully transferable. This model also requires the input of highly subjective assumptions
including the expected stock price volatility. Because our outstanding stock options have characteristics significantly different from those of traded options, and because changes in
the subjective input assumptions can materially affect this estimate, we believe the Black-Scholes model does not provide a reliable single measure of the fair value of our stock
options. Inputs used for the valuation model are set forth in the table below.
                                 
    Options   Employee Stock Purchase Plan

     
    Three Months Ended   Three Months Ended

     
    October 31,   October 31,   October 31,   October 31,
    2001   2002   2001   2002

         
Expected life (years)     1.89 - 4.89      1.91 - 4.91      0.50       1.00  
Expected volatility factor     0.74       0.78       0.76       0.74  
Risk-free interest rate (%)     1.23 - 5.47      1.12 - 4.42      3.47 - 5.84      1.80 - 2.70 
Expected dividend yield (%)     —       —       —       —  
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The following table illustrates the effect on our net income (loss) and net income (loss) per share if we had applied the fair value recognition provisions of SFAS 123 to stock-based
incentives using the Black Scholes model. For purposes of this reconciliation, we add back to previously reported net income (loss) all stock-based incentive expense that relates to
acquisitions then deduct the pro forma stock-based incentive expense determined under the fair value method for all awards. The pro forma stock-based incentive expense has no
impact on our cash flow. In the future, we may elect, or be required, to use a different valuation model, which could result in a significantly different impact on our pro forma net
income (loss).
                   
      Three Months Ended

     
      October 31,   October 31,
(In thousands, except per share amounts)   2001   2002
     
Net income (loss)                
  Net loss, as reported   $ (92,427)   $(54,685)
  Add: Stock-based incentive expense included in reported net loss, net of income taxes     926      937 

 
Deduct: Total stock-based incentive expense determined under fair value method for all

awards, net of income taxes     (23,407)    (22,875)
               
  Pro forma net loss   $(114,908)   $(76,623)
               
Net income (loss) per share                
  Basic and diluted — as reported   $ (0.44)   $ (0.26)
               
  Basic and diluted — pro forma   $ (0.54)   $ (0.37)
               

12. Litigation

On March 3, 2000, a class action lawsuit, Bruce v. Intuit Inc., was filed in the United States District Court, Central District of California, Eastern Division. Two virtually identical
lawsuits were later filed: Rubin v. Intuit Inc., was filed on March 8, 2000 in the United States District Court, Southern District of New York and Newby v. Intuit Inc. was filed on
April 27, 2000, in the United States District Court, Central District of California, Eastern Division. The Bruce and Newby lawsuits were consolidated into one lawsuit, In re Intuit
Privacy Litigation, filed on July 28, 2000 in the United States District Court, Central District of California, Eastern Division. Following Intuit’s successful motion to dismiss several
of the claims, an amended complaint was filed on May 2, 2001. A similar lawsuit, Almanza v. Intuit Inc. was filed on March 22, 2000 in the Superior Court of the State of
California, San Bernardino County, Rancho Cucamonga Division. An amended complaint in the Almanza suit was filed on October 26, 2000. These purported class actions alleged
violations of various federal and California statutes and common law claims for invasion of privacy based upon the alleged intentional disclosure to third parties of personal and
private customer information entered at Intuit’s Quicken.com Web site. The complaints sought injunctive relief, orders to disgorge profits related to the alleged acts, and statutory
and other damages. In August 2001, Intuit and the plaintiffs’ counsel in all of the cases except Rubin reached an agreement in principle to resolve the cases, subject to court
approval, based on terms that are not material to Intuit. The Rubin case was dismissed on November 19, 2001.

Intuit is subject to other routine legal proceedings, as well as demands, claims and threatened litigation, that arise in the normal course of our business. We currently believe that the
ultimate amount of liability, if any, for any pending claims of any type (either alone or combined) will not materially affect our financial position, results of operations or liquidity.
However, the ultimate outcome of any litigation is uncertain, and either unfavorable or favorable outcomes could have a material negative impact. Regardless of outcome, litigation
can have an adverse impact on Intuit because of defense costs, diversion of management resources and other factors.
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13. Related Parties

Loans to executive officers and other employees consisted of the following at the dates indicated. Loans to executive officers have generally been made in connection with their
relocation and purchase of a new residence near their new place of work.
                 
    July 31,   October 31,
    2002   2002

     
(In thousands)                
Loans to executive officers   $14,865    $14,891 
Loans to other employees     6,405      5,694 
             
    $21,270    $20,585 
             

One employee with previously outstanding loans totaling approximately $1.2 million became an executive officer during the first quarter of fiscal 2003. Loans to executive officers
totaling approximately $1.1 were also repaid during the first quarter of fiscal 2003. We did not make or modify any loans to executive officers after July 30, 2002, and we do not
intend to make or modify any loans to executive officers in the future.
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ITEM 2
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Caution about Forward-Looking Statements

Throughout this Report, we make forward-looking statements that are based on our current expectations, estimates and projections about our business and our industry, and that
reflect our beliefs and assumptions based on information available to us at the date of this Report. In some cases, you can identify these statements by words such as “may,”
“might,” “will,” “should,” “expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential” or “continue,” and other similar terms. These forward-looking
statements include, among other things, projections of our future financial performance, our anticipated growth, our strategies and trends we anticipate in our businesses and the
markets in which we operate and the competitive nature and anticipated growth of those markets.

We caution investors that forward-looking statements are only predictions, based on our current expectations about future events. These forward-looking statements are not
guarantees of future performance and are subject to risks, uncertainties and assumptions that are difficult to predict. Our actual results, performance or achievements could differ
materially from those expressed or implied by the forward-looking statements. Some of the important factors that could cause our results to differ are discussed in this Item 2 under
the caption “Risks That Could Affect Future Results.” We encourage you to read that section carefully. You should carefully consider those risks, in addition to the other information
in this Report, in our Form 10-K for fiscal 2002 (filed with the SEC on September 25, 2002) and in our other filings with the SEC, before deciding to invest in our stock or to
maintain or change your investment. We caution investors not to rely on these forward-looking statements, which reflect management’s analysis only as of the date of this Report.
We undertake no obligation to revise or update any forward-looking statement for any reason, except as required by law.

Overview

Intuit’s Mission. Intuit’s mission is to revolutionize how people manage their financial lives, and how small businesses and accounting professionals manage their businesses. Our
goal is to create changes so profound customers wouldn’t dream of going back to their old ways of keeping their books, doing their taxes or managing their personal finances. Intuit
is a leading provider of small business, tax preparation and personal finance software products and services that simplify complex financial tasks for small businesses, consumers
and accounting professionals. Our principal products and services include: small business accounting and business management solutions, including our QuickBooks line of
products and services as well as our Intuit line of industry-specific vertical business management solutions; TurboTax consumer tax products and services; ProSeries and Lacerte
professional tax products and services; and Quicken personal finance products and services.

Seasonality. Our tax businesses are highly seasonal. Sales of tax preparation products and services are heavily concentrated in the period from November through April. These
seasonal patterns mean that our total net revenue is usually highest during our second and third quarters ending January 31 and April 30. We typically report losses in our first and
fourth quarters ending October 31 and July 31 when revenue from our tax businesses are minimal, but operating expenses to develop new products and services continue at
relatively consistent levels.

Business Models. The business models for many of our products and services provide us with significant profit leverage, for three primary reasons. First, these businesses have
relatively high fixed costs and low variable costs, so as we increase units sold, we generate more profit per incremental unit sold. Second, as customers move to some of our higher-
end products and services, the better product and service mix is resulting in more revenue and profit per customer. Third, as we offer products and services with greater
functionality, we can increase prices to reflect the greater value that we deliver to customers.

Expanding Customer Segments and Product and Service Offerings. During the last year, we have expanded both the customer segments that we serve, as well as the products and
services that we offer our target customers. Historically, we targeted individuals and small businesses with less than 20 employees. We continue to serve those segments with
products and services such as QuickBooks, TurboTax and Quicken. In addition, we are now targeting small businesses with up to 250 employees. We are addressing this new
customer segment with a number of new products and services under our Right for My Business strategy. We are introducing industry-specific solutions to
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meet the specialized requirements of small businesses in selected vertical industries by developing industry-specific versions of QuickBooks, and acquiring companies that offer
business management solutions to small businesses in selected vertical businesses. In addition, we introduced new versions of QuickBooks for companies that, due to their larger
size or complexity, have more demanding accounting needs. We have also introduced business solutions that go beyond accounting software to address a wider range of business
management challenges that small businesses face. We expect to continue to expand in these directions over the next several years.

Evolving Distribution Channels. We have been expanding our distribution channels to accommodate the expansion of the customer segments we serve and the range of products and
services we offer. In the retail channel, we are selling an increasing proportion of our software products directly to a variety of retailers rather than through a few major distributors.
As we offer more complex, higher priced software products than our traditional retail software products, we expect that direct sales will become an increasingly important source of
revenue and new customers. In addition, as we add products and services that are complimentary to our core products, we are focusing on strengthening our cross-selling
capabilities. This allows us to generate additional revenue from our existing customers, particularly our small business customers.

Impact of Acquisitions. Our recent acquisitions of businesses and assets have had a significant impact on the comparability of our results. We have completed six acquisitions since
the beginning of fiscal 2002 — four “vertical,” or industry-specific business management solutions, and two “horizontal” solutions that go beyond accounting software to address
small business management needs. These acquired businesses generated no revenue for Intuit in the first quarter of fiscal 2002 and a total of $31.5 million in total net revenue in the
first quarter of fiscal 2003. To the extent that aggregate revenue from companies we acquire exceeds their aggregate revenue for the equivalent year-ago period before we acquired
them, we consider the revenue to be organic growth rather than growth from acquisitions. On that basis, approximately one-third of our revenue growth during the first quarter of
fiscal 2003 was organic growth and two-thirds came from acquisitions. For the full fiscal year, we expect about two-thirds of our revenue growth to be organic.

The impairment and/or amortization of goodwill and other intangible assets we have acquired in connection with acquisitions has also had a significant impact on our operating
results, and on the comparability of results from period to period and year over year. During the first quarter of fiscal 2002, we recorded amortization of goodwill and other
intangibles and other acquisition-related charges of $41.1 million. Starting with the first quarter of fiscal 2003, we are not amortizing goodwill recorded in connection with
acquisitions, in accordance with Statement of Financial Standards No. 142. As a result, our acquisition-related charges significantly decreased during the first quarter of fiscal 2003,
to $9.5 million. However, in the future we may incur impairment charges related to existing goodwill, as well as to goodwill arising out of future acquisitions. Also, future
acquisitions may result in significant expenses, including amortization of purchased software, charges for in-process research and development and deferred compensation
expenses.

Impact of Dispositions. Dispositions of businesses and assets have also had a significant impact on the comparability of our results. In fiscal 2002, we sold our Quicken Loans
mortgage business. We accounted for the sale as discontinued operations, which resulted in net income from discontinued operations of $9.7 million in the first quarter of fiscal
2002, and a gain on disposal of discontinued operations of $5.6 million in the first quarter of fiscal 2003. In addition, during the first quarter of fiscal 2002, we recorded a loss of
$27.0 million on impairment of long-lived asset relating to the impairment of the asset we received from the purchaser of our Quicken Bill Manager business in May 2001.

Critical Accounting Policies

In preparing our financial statements, we make estimates, assumptions and judgments that can have a significant impact on our net revenue, operating income and net income, as
well as on the value of certain assets and liabilities on our balance sheet. We believe that the estimates, assumptions and judgments involved in the accounting policies described
below have the greatest potential impact on our financial statements, so we consider these to be our critical accounting policies. See Note 1 of the financial statements for more
information about these critical accounting policies, as well as descriptions of other significant accounting policies.

•     Net Revenue — Revenue Recognition. Intuit derives revenues from the sale of packaged software products, product support, professional services, outsourced payroll services
and multiple element arrangements that may include any combination of these items. We follow the appropriate revenue recognition rules for each type of revenue. See Note 1
of the financial statements, “Net Revenue.” In general, we recognize revenue when
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      persuasive evidence of an arrangement exists, we have delivered the product or performed the service, the fee is fixed or determinable and collectibility is probable. However,
determining whether and when some of these criteria have been satisfied often involves assumptions and judgments that can have a significant impact on the timing and amount
of revenue we report. For example, for multiple element arrangements we must make assumptions and judgments in order to allocate the total price among the various elements
we must deliver, to determine whether vendor-specific evidence of fair value exists for each element and to determine whether and when each element has been delivered. If we
were to change any of these assumptions or judgments, it could cause a material increase or decrease in the amount of revenue that we report in a particular period. Revenue
that we cannot recognize in a particular period is reflected on our balance sheet as deferred revenue and recognized over time as the applicable revenue recognition criteria are
satisfied.

 
•     Net Revenue — Return and Rebate Reserves. As part of our revenue recognition policy, we estimate future product returns and rebate payments and establish reserves against

revenue based on these estimates. Product returns by distributors and retailers principally relate to the return of obsolete products. Our return policy allows distributors and
retailers, subject to certain contractual limitations, to return purchased products. For product returns reserves, we consider the volume and price mix of products in the retail
channel, trends in retailer inventory, economic trends that might impact customer demand for our products (including the competitive environment and the timing of new
releases of our products) and other factors. We fully reserve for obsolete products in the distribution channels.

 
      Our rebate reserves include distributor and retailer sales incentive rebates and end-user rebates. Our estimated reserves for distributor and retailer incentive rebates are based on

distributors’ and retailers’ actual performance against the terms and conditions of rebate programs, which are typically entered into annually. Our reserves for end-user rebates
are estimated based on the terms and conditions of the specific promotional rebate program, actual sales during the promotion, the amount of redemptions received, historical
redemption trends by product and by type of promotional program and the economic value of the rebate.

 
      In the past, actual returns and rebates have not generally exceeded our reserves. However, actual returns and rebates in any future period are inherently uncertain. If we were to

change our assumptions and estimates, our revenue reserves would change, which would impact the net revenue we report. If actual returns and rebates are significantly greater
than the reserves we have established, the actual results would decrease our future reported revenue. Conversely, if actual returns and rebates are significantly less than our
reserves, this would increase our future reported revenue. For example, a change of 1% in our return rate assumptions for QuickBooks, TurboTax and Quicken desktop software
products would have increased or reduced fiscal 2002 net revenue by approximately $1.6 million, $1.2 million and $0.7 million, respectively. If the historical data we use to
calculate these estimates do not properly reflect actual returns or rebates, then we would make a change in the reserves in the period in which the determination is made. See
Note 1 of the financial statements, “Net Revenue.”

 
•     Reserves for Uncollectible Accounts Receivable. We make ongoing assumptions relating to the collectibility of our accounts receivable. The accounts receivable amount on our

balance sheet includes a reserve for accounts that might not be paid. In determining the amount of the reserve, we consider our historical level of credit losses. We also make
judgments about the creditworthiness of significant customers based on ongoing credit evaluations, and we assess current economic trends that might impact the level of credit
losses in the future. Our reserves have generally been adequate to cover our actual credit losses. However, since we cannot predict future changes in the financial stability of our
customers, we cannot guarantee that our reserves will continue to be adequate. If actual credit losses are significantly greater than the reserve we have established, that would
increase our general and administrative expenses and reduce our reported net income. Conversely, if actual credit losses are significantly less than our reserve, this would
eventually decrease our general and administrative expenses and increase our reported net income. See Note 1 of the financial statements, “Concentration of Credit Risk and
Significant Customers and Suppliers,” for more information about our accounts receivable.

 
•     Goodwill, Purchased Intangibles and Other Long-Lived Assets — Impairment Assessments. We make judgments about the recoverability of goodwill, purchased intangible

assets and other long-lived assets whenever events or changes in circumstances indicate that an other-than-temporary impairment in the remaining value of the assets recorded
on our balance sheet may exist. We test the impairment of goodwill annually or more frequently if indicators of impairment arise. In order to estimate the fair value of long-
lived assets, we make various assumptions about the future prospects for the business that the asset relates to and typically estimate future cash flows to be generated by these
businesses. Based on these assumptions and estimates, we determine whether we
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      need to take an impairment charge to reduce the value of the asset stated on our balance sheet to reflect its estimated fair value. Assumptions and estimates about future values
and remaining useful lives are complex and often subjective. They can be affected by a variety of factors, including external factors such as industry and economic trends, and
internal factors such as changes in our business strategy and our internal forecasts. Although we believe the assumptions and estimates we have made in the past have been
reasonable and appropriate, different assumptions and estimates could materially impact our reported financial results. More conservative assumptions of the anticipated future
benefits from these businesses would result in greater impairment charges, which would decrease net income and result in lower asset values on our balance sheet. Conversely,
less conservative assumptions would result in smaller impairment charges, higher net income and higher asset values. At October 31, 2002, we had $581.4 million in goodwill
and $126.0 million in intangible assets on our balance sheet. See Note 1, “Goodwill, Purchased Intangible Assets and Other Long-lived Assets” and “Recent Pronouncements,”
and Note 3 of the financial statements for more information about how we make these judgments.

 
•     Income Taxes — Estimates of Effective Tax Rates, Deferred Taxes and Valuation Allowance. When we prepare our consolidated financial statements, we estimate our income

taxes based on the various jurisdictions where we conduct business. This requires us to estimate our actual current tax exposure and to assess temporary differences that result
from differing treatment of certain items for tax and accounting purposes. These differences result in deferred tax assets and liabilities, which we show on our consolidated
balance sheet. We must then assess the likelihood that our deferred tax assets will be realized. To the extent we believe that realization is not likely, we establish a valuation
allowance. When we establish a valuation allowance or increase this allowance in an accounting period, we must record a tax expense in our statement of operations. See Note
10 of the financial statements.

 
      Management must make significant judgments to determine our provision for income taxes, our deferred tax assets and liabilities and any valuation allowance to be recorded

against our net deferred tax asset. Our net deferred tax asset as of October 31, 2002 was $238.4 million, net of the valuation allowance of $9.3 million. We recorded the
valuation allowance to reflect uncertainties about whether we will be able to utilize some of our deferred tax assets (consisting primarily of certain net operating losses carried
forward by our international subsidiaries and certain state capital loss carryforwards) before they expire. The valuation allowance is based on our estimates of taxable income
for the jurisdictions in which we operate and the period over which our deferred tax assets will be realizable. While we have considered future taxable income and ongoing
prudent and feasible tax planning strategies in assessing the need for the valuation allowance, we cannot assure that we will not be required to increase the valuation allowance
to take into account additional deferred tax assets that we may be unable to realize. An increase in the valuation allowance would have an adverse impact, which could be
material, on our income tax provision and net income in the period in which we make the increase.

Results of Operations

GAAP and Company Pro Forma Results

The following table shows our results of operations for the periods indicated prepared in accordance with GAAP. The table also shows results on a company pro forma basis, and a
reconciliation of GAAP to pro forma results. We provide pro forma results to give investors an alternative method of assessing our ongoing core business results. Pro forma results
are not prepared in accordance with GAAP and are not a substitute for GAAP results. Although company pro forma information is prepared using the same consistent method from
quarter to quarter and year to year, it may differ from the pro forma measures used by other companies.

Company pro forma net loss excludes acquisition-related charges, such as amortization of goodwill and intangible assets and impairment charges, and amortization of purchased
software and charges for purchased research and development. It also excludes loss on impairment of long-lived asset, gains and losses from marketable securities and other
investments, net gains and losses on divestitures, discontinued operations and the tax effects of these transactions.
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        Three Months Ended   Three Months Ended
        October 31, 2001   October 31, 2002

         
                Pro Forma                   Pro Forma        
(In thousands, except per share amounts)   GAAP   Adjmts   Pro Forma   GAAP   Adjmts   Pro Forma
             
Net revenue:                                                
  Products   $ 114,583    $ —    $114,583    $146,992    $ —    $146,992 
  Services     36,755      —      36,755      60,941      —      60,941 
  Other     17,389      —      17,389      15,349      —      15,349 
                                     
Total net revenue     168,727      —      168,727      223,282      —      223,282 
Costs and expenses:                                                
  Cost of revenue:                                                
    Products, services and other     61,789      —      61,789      71,313      —      71,313 
    Amortization of purchased software     1,706      (1,706)     —      2,977      (2,977)     — 
  Customer service and technical support     37,759      —      37,759      41,752      —      41,752 
  Selling and marketing     59,953      —      59,953      78,801      —      78,801 
  Research and development     48,857      —      48,857      65,682      —      65,682 
  General and administrative     26,557      —      26,557      40,161      —      40,161 
  Charge for purchased research and development     —      —      —      7,789      (7,789)     — 
  Acquisition-related charges     41,081     (41,081)     —      9,455      (9,455)     — 
  Loss on impairment of long-lived asset     27,000     (27,000)     —      —      —      — 
                                     
    Total costs and expenses     304,702     (69,787)     234,915      317,930     (20,221)     297,709 
                                     
Net income (loss) from continuing operations    (135,975)     69,787      (66,188)     (94,648)     20,221      (74,427)
Interest and other income     9,810      —      9,810      8,336      —      8,336 
Gains (losses) on marketable securities and other investments, net    (12,254)     12,254      —      253      (253)     — 
                                     
Income (loss) from continuing operations before income taxes    (138,419)     82,041      (56,378)     (86,059)     19,968      (66,091)
Income tax (benefit) provision     (36,263)     17,658      (18,605)     (25,818)     4,008      (21,810)
                                     
Income (loss) from continuing operations    (102,156)     64,383      (37,773)     (60,241)     15,960      (44,281)
Discontinued operations, net of income taxes:                                                

 
Net income (loss) from Quicken Loans discontinued

operations     9,729      (9,729)     —      —      —      — 

 
Gain (loss) on disposal of Quicken Loans discontinued

operations     —      —      —      5,556      (5,556)     — 
                                     
Net income (loss) from discontinued operations     9,729      (9,729)     —      5,556      (5,556)     — 
                                     
Net income (loss)   $ (92,427)   $ 54,654    $ (37,773)   $ (54,685)   $ 10,404    $ (44,281)
                                     
Basic and diluted net loss per share from continuing operations   $ (0.48)           $ (0.18)   $ (0.29)           $ (0.21)
Basic and diluted net income per share from discontinued

operations     0.04              —      0.03              — 
                                         
Basic and diluted net loss per share   $ (0.44)           $ (0.18)   $ (0.26)           $ (0.21)
                                         
Shares used in basic and diluted per share amounts     211,039              211,039      207,965              207,965 
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Total Net Revenue

The table below shows total net revenue and percentage of total net revenue for each of our reportable segments for the first quarters of fiscal 2002 and 2003. We have reclassified
some fiscal 2002 information to conform to the fiscal 2003 presentation. See Note 7 of the financial statements for additional information about our reportable segments.
                                             
Total Net Revenue   Q1   % Total Net  Q1   % Total Net  Q1 %
    FY02   Revenue   FY03   Revenue   Change

               
(Dollars in millions)                                        
QuickBooks                                        
  Product   $24.5            $ 37.8                 
  Service     —              0.2                 
  Other     —              —                 
                                     
    Subtotal     24.5      15%     38.0      17%     55%
                                     
Small Business Products and Services                                        
Employer Services                                        
  Product     18.4              23.7                 
  Service     15.7              23.5                 
  Other     —              0.4                 
                                     
    Subtotal     34.1      20%     47.6      21%     39%
                                     
Financial Supplies                                        
  Product     30.3              30.6                 
  Service     —              —                 
  Other     —              —                 
                                     
    Subtotal     30.3      18%     30.6      14%     1%
                                     
Other Small Business Products and Services                                        
  Product     —              4.1                 
  Service     10.6              14.7                 
  Other     3.2              3.8                 
                                     
    Subtotal     13.8      8%     22.6      10%     64%
                                     
Total Small Business Products and Services                                        
  Product     48.7              58.4                 
  Service     26.3              38.2                 
  Other     3.2              4.2                 
                                     
    Subtotal     78.2      46%     100.8      45%     29%
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          Q1   % Total Net   Q1   % Total Net   Q1 %
          FY02   Revenue   FY03   Revenue   Change

                 
(Dollars in millions)                                        
Consumer Tax                                        
  Product     2.5              3.9                 
  Service     1.5              2.0                 
  Other     0.2              0.2                 
                                     
    Subtotal     4.2      2%     6.1      3%     45%
                                     
Professional
Accounting
Solutions                                        
  Product     5.6              6.4                 
  Service     1.1              0.9                 
  Other     —              —                 
                                     
    Subtotal     6.7      4%     7.3      3%     9%
                                     
Personal Finance                                        
  Product     24.9              25.5                 
  Service     2.8              0.8                 
  Other     11.1              10.9                 
                                     
    Subtotal     38.8      23%     37.2      17%     (4%)
                                     
Vertical Business
Management
Solutions                                        
  Product     —              5.6                 
  Service     —              13.2                 
  Other     —              —                 
                                     
    Subtotal     —      0%     18.8      8%     n/a 
                                     
Global Business                                        
  Product     8.4              9.4                 
  Service     5.0              5.6                 
  Other     2.9              —                 
                                     
    Subtotal     16.3      10%     15.0      7%     (8%)
                                     
Other                                        
  Product     —              —                 
  Service     —              0.1                 
  Other     —              —                 
                                     
    Subtotal     —      0%     0.1      0%     n/a 
                                     
      Total net revenue   $168.7      100%   $223.3      100%     32%
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QuickBooks

QuickBooks product revenue is derived primarily from QuickBooks desktop software products. QuickBooks services revenue is derived from QuickBooks Online Edition.

QuickBooks revenue increased 55% in the first quarter of fiscal 2003 compared to the first quarter of fiscal 2002. The increase reflected 32% higher unit sales, including unit sales
of three new products with enhanced functionality that we did not offer during the first quarter of fiscal 2002 — QuickBooks Premier, QuickBooks Point of Sale and QuickBooks
Enterprise Solutions. These new products have significantly higher average selling prices than our traditional line of QuickBooks products. Higher-end QuickBooks products
launched during fiscal 2002 as part of our Right for My Business strategy accounted for almost half of the QuickBooks revenue growth during the first quarter of fiscal 2003. Unit
sales of our QuickBooks Basic and Pro products also increased more than 25% due to strong upgrade sales. We believe that upgrade sales for these products were strong in part due
to the expansion of applications available through the Intuit Developer Network. For the full fiscal year, we expect QuickBooks revenue to grow 20 to 30%.

Employer Services

Employer Services product revenue is derived primarily from our QuickBooks Do-It-Yourself Payroll offering, which consists of current payroll tax tables that we provide on a
subscription basis to small businesses that prepare their own payrolls. Services revenue for this segment is derived primarily from our outsourced payroll services. Our outsourced
payroll services consist of QuickBooks Assisted Payroll Service, a payroll service that is integrated with QuickBooks and handles the back-end aspects of payroll processing,
including tax payments and filings; and Intuit Payroll Services Complete Payroll, which provides traditional, full service payroll processing, tax payment and check delivery
services. Intuit Payroll Services Complete Payroll encompasses the business of CBS Employer Services, Inc., which we acquired in the fourth quarter of fiscal 2002. Our outsourced
payroll business also includes our Premier Payroll Service, which provides traditional full service payroll outsourcing, tax payment and check delivery services distributed through
certain financial institutions.

Employer Services revenue increased approximately 39% in the first quarter of fiscal 2003 compared to the same period of the prior year. QuickBooks Do-It-Yourself Payroll
revenue increased 28% due to 16% higher unit sales and 12% higher average selling prices driven by price increases. QuickBooks Assisted Payroll Service revenue increased 27%
due to price increases in the first quarter of fiscal 2003 and 13% higher unit sales. Intuit Payroll Services Complete Payroll revenue increased 79%, due almost entirely to our
acquisition of CBS Employer Services, Inc., which contributed $6.7 million in revenue in its first full quarter of operations as part of Intuit. Premier payroll revenue was flat. We
expect the CBS component of Intuit Payroll Services Complete Payroll to be the main source of growth for our Employer Services segment during the remainder of fiscal 2003.

Financial Supplies

Financial Supplies product revenue is derived primarily from financial supplies, such as paper checks, envelopes, invoices and stationery, for small businesses and individuals and
from tax forms, tax return presentation folders and other supplies for professional tax preparers.

Financial Supplies revenue was essentially flat in the first quarter of fiscal 2003 compared to the first quarter of fiscal 2002. In the fourth quarter of fiscal 2002, we initiated price
increases that resulted in 6% higher average selling prices and higher charges for shipping and handling. These increases were offset by 6% lower unit sales due to a decline in the
rate at which new QuickBooks customers are buying financial supplies. Modest but stable growth has been typical for this business, and we expect that historical pattern to continue
for fiscal 2003 as a whole.

Other Small Business Products and Services

Other Small Business Products and Services (“OSBPS”) product revenue is derived primarily from Intuit Information Technology Solutions (formerly Blue Ocean Software, Inc.), a
provider of software solutions that help businesses manage their information technology resources and assets. We acquired Blue Ocean in the first quarter of fiscal 2003. Services
revenue for this segment is derived primarily from QuickBooks support plans. Other revenue consists of royalties from small business online transactions such as QuickBooks
Merchant Account Service and QuickBooks Online Billing.
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Other Small Business Products and Services revenue increased 64% in the first quarter of fiscal 2003 compared to the first quarter of fiscal 2002. Blue Ocean contributed
$6.0 million or 68% of OSBPS revenue growth during the first quarter of fiscal 2003. QuickBooks support revenue grew 36%. Although the number of support plans did not
increase, revenue increased due to continued strength in the higher-priced support plans for higher-end QuickBooks products such as QuickBooks Premier, QuickBooks Point of
Sale and QuickBooks Enterprise Solutions, that we introduced during fiscal 2002.

Consumer Tax

Consumer Tax product revenue is derived primarily from TurboTax federal and state consumer desktop tax preparation products. Consumer Tax services revenue is derived
primarily from TurboTax for the Web online tax preparation services and consumer electronic filing services.

Due to the seasonal nature of our consumer tax business, the first fiscal quarter typically generates only nominal revenue from consumer tax products and services compared to the
second and third quarters of the fiscal year. Consumer Tax revenue increased $1.9 million or 45% in the first quarter of fiscal 2003. We do not believe that results for the first quarter
of fiscal 2003 are indicative of revenue trends for the full year, and we will not have complete results for the entire 2002 tax season until late in the fiscal year. Since fiscal 2000, we
have seen an increasing portion of our annual revenue growth during the third quarter compared to the second quarter, and we expect that trend to continue during fiscal 2003. This
trend results in part from more customers using our Web-based tax offerings, for which revenue peaks later in the tax season. However, retail sales have also shifted to later in the
tax season.

The development and launch of our consumer tax products for the 2002 tax year were completed on schedule and products reached retail shelves in November 2002. This year we
are offering versions of TurboTax that are specifically designed for investors, taxpayers preparing for retirement and Spanish-speaking taxpayers as part of our Right for Me product
strategy. In addition, federal tax versions of TurboTax desktop products for Windows now include product activation technology that prevents a customer from using a single copy
of TurboTax to print or electronically file a tax return from more than one personal computer. We believe these initiatives will contribute to revenue growth for the full tax season.
However, there are still ongoing risks associated with our consumer tax business, including intense competition that could result in lower average selling prices and/or a decline in
our share of desktop software sales in the retail channel.

Professional Accounting Solutions

Professional Accounting Solutions product revenue is derived primarily from ProSeries and Lacerte professional tax preparation products. Professional Accounting Solutions
services revenue is derived primarily from electronic filing and training services.

Due to the seasonal nature of our Professional Accounting Solutions business, the first fiscal quarter typically generates only nominal revenue from professional tax products and
services compared to the second and third quarters of the fiscal year. Professional Accounting Solutions revenue increased $0.6 million or 9% in the first quarter of fiscal 2003
compared to the first quarter of fiscal 2002, but we do not believe that this is indicative of revenue trends for the full year. We will not have complete results for the entire 2002 tax
season until late in the fiscal year.

Personal Finance

Personal Finance product revenue is derived primarily from Quicken desktop software products. Personal Finance services revenue is nominal. Other revenue consists of royalties
from consumer online transactions and Quicken.com advertising revenue.

Personal Finance total net revenue decreased 4% in the first quarter of fiscal 2003 compared to the same period of the prior year. Quicken revenue was essentially flat, reflecting the
continuing overall lack of growth in the personal finance desktop software category. An aggregate 8% higher average selling price in the retail channel due primarily to the second
quarter fiscal 2002 introduction of Quicken Premier offset a 6% decline in unit sales. Total online services revenue decreased 14% due to the continuing industry-wide decline in
spending by purchasers of Internet advertising and our exit from certain online businesses in fiscal 2002. We expect the market for Personal Finance products and services to
continue to be flat or decline in the remainder of fiscal 2003.
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Vertical Business Management Solutions

Vertical Business Management Solutions (“VBMS”) revenue is derived from four businesses that we acquired in fiscal 2002 that provide small business management solutions for
vertical industries. Those businesses are Intuit Eclipse Distribution Management Solutions, Intuit MRI Real Estate Solutions, Intuit Construction Business Solutions, and Intuit
Public Sector Solutions. VBMS product revenue is derived from business management software that is specific to the industries these businesses serve. VBMS service revenue
consists primarily of installation, consulting and training services.

These vertical businesses contributed $18.8 million to first quarter 2003 total net revenue. We expect 10 to 30% revenue growth for these businesses in the aggregate during fiscal
2003, over their aggregate revenue for the comparable period before we acquired them. This is somewhat slower growth than we originally anticipated, due in part to some pressure
on the higher-priced vertical solutions resulting from the current economic environment.

Global Business

Global Business product revenue is derived primarily from localized versions of QuickBooks and Quicken as well as QuickTax desktop software products in Canada; localized
versions of QuickBooks and Quicken as well as TaxCalc desktop software products in the United Kingdom; and Yayoi small business desktop accounting products in Japan. Global
Business services revenue primarily consists of revenue from software maintenance contracts sold with Yayoi software in Japan.

Global Business total net revenue decreased $1.3 million or 8% in the first quarter of fiscal 2003 compared to the first quarter of fiscal 2002. This decline is due primarily to a
decrease of $1.8 million in total revenue from Canada, which represents a 46% reduction from the prior year. This reduction is due primarily to acceleration to the fourth quarter of
fiscal 2002 of shipment of our fall inventory of QuickBooks to retailers in anticipation of a price promotion in the first quarter of fiscal 2003. Last season, we shipped our fall
QuickBooks inventory in the first quarter of fiscal 2002. Total revenue from the United Kingdom nearly doubled to $2.1 million due primarily to sales under a new QuickBooks
distribution agreement with a financial institution in that country. In Japan, Yayoi product and software maintenance revenues totaling $10.4 million were flat compared to the prior
year quarter, reflecting the continuing difficult economic environment there.
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Cost of Revenue
                                           
      Q1   % of Related  Q1   % of Related  Q1 %
      FY02   Revenue   FY03   Revenue   Change

             
(Dollars in millions)                                        
Cost of revenue:                                        
  Cost of products   $31.9      28%   $29.8      20%     (7%)
  Cost of services     24.3      66%     36.9      61%     52%
  Cost of other revenue     5.6      32%     4.6      30%    (18%)
  Amortization of purchased software     1.7      n/a      3.0      n/a      76%
                                     
Total cost of revenue   $63.5      38%   $74.3      33%     17%
                                     

There are four components of our cost of revenue: (1) cost of products, which includes the direct cost of manufacturing and shipping our software products; (2) cost of services,
which reflects direct costs associated with providing services, including data center costs relating to delivering Internet-based services; (3) cost of other revenue, which includes
costs associated with generating advertising and marketing and online transactions revenue; and (4) amortization of purchased software, which represents the cost of depreciating
products we obtained through acquisitions over their useful lives.

Cost of products as a percentage of product revenue decreased to 20% in the first quarter of fiscal 2003 from 28% in the same period of the prior year. This was primarily due to
strong sales of our new higher-priced QuickBooks products, QuickBooks Premier, QuickBooks Point of Sale and QuickBooks Enterprise. These products have higher prices but
essentially the same manufacturing costs as our lower-priced QuickBooks products, resulting in lower cost of revenue per unit. We also continued to improve the packaging design
for certain products and streamline some of our manufacturing processes during the first quarter of fiscal 2003. This enabled us to reduce the per-unit materials, manufacturing and
shipping costs for our shrink-wrap software products, resulting in cost savings. We expect both of these factors to continue during the remainder of fiscal 2003, resulting in about
2% lower cost of products as a percentage of product revenue for the full fiscal year compared to fiscal 2002.

Cost of services as a percentage of services revenue decreased to 61% in the first quarter of fiscal 2003 from 66% in the first quarter of fiscal 2002. This decrease was primarily
attributable to the growth in our Intuit Payroll Services Complete Payroll outsourced payroll business during the quarter. This service has lower unit costs than our Assisted Payroll
offering, which grew only modestly.

Cost of other revenue as a percentage of other revenue decreased to 30% in the first quarter of fiscal 2003 from 32% in the first quarter of fiscal 2002. In the first quarter of fiscal
2002, we moved a large number of servers that supported Quicken.com from an external hosting company to our own data center and streamlined the infrastructure. This led to
decreased cost of other revenue as a percentage of other revenue for this business.

Amortization of purchased software increased in the first quarter of fiscal 2003 compared to the first quarter of fiscal 2002 as a result of additional amortization for purchased
intangible assets relating to the acquisitions we completed in the fourth quarter of fiscal 2002.
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Operating Expenses
                                           
      Q1   % Total Net  Q1   % Total Net  Q1 %
      FY02   Revenue   FY03   Revenue   Change

             
(Dollars in millions)                                        
Customer service and technical support   $ 37.8      22%   $ 41.8      19%     11%
Selling and marketing     60.0      36%     78.8      35%     31%
Research and development     48.9      29%     65.7      29%     34%
General and administrative     26.6      16%     40.2      18%     51%
                                 
  Subtotal     173.3      103%     226.5      101%     31%
Charge for purchased research and development     —      n/a      7.8      4%     n/a 
Acquisition-related charges     41.1      24%     9.5      4%    (77%)
Loss on impairment of long-lived asset     27.00      16%     —      n/a      n/a 
                                 
Total operating expenses   $241.4      143%   $243.8      109%     1%
                                 

Customer Service and Technical Support

Customer service and technical support expenses were 19% of total net revenue in the first quarter of fiscal 2003, compared to 22% in the first quarter of fiscal 2002. We continued
to improve our efficiency in fiscal 2003 by increasing the proportion of customer service and technical support we provide through less expensive methods such as Web sites, online
chat, email and other electronic means. We benefited from the fiscal 2002 implementation of a number of successful process excellence initiatives that reduced costs while
maintaining or increasing service levels. Since support costs are to some extent driven by unit sales, we also began to experience somewhat lower support costs as a percentage of
total net revenue due to the addition to the product mix of our newer versions of QuickBooks that have higher average selling prices. However, these benefits were partially offset
by increased demand for customer service due to the increasing complexity of our products. We expect to continue to benefit from lower cost, more scalable electronic customer
service and technical support delivery mechanisms and from product mix in the remainder of fiscal 2003.

Selling and Marketing

Selling and marketing expenses were roughly flat as a percentage of revenue between the comparison periods, representing 35% and 36% of total net revenue in the first quarters of
fiscal 2003 and 2002. In fiscal 2003, selling and marketing expenses increased as we continued to expand our small business marketing programs to support the Right for My
Business strategy announced in September 2001. Marketing expenses for our new QuickBooks products with advanced functionality increased 56% compared to the first quarter of
fiscal 2002. Our new vertical business management businesses added approximately $6.0 million or 8% to total selling and marketing expenses in the first quarter of fiscal 2003.
These increases were offset by a decrease in selling and marketing expenses as a percentage of total net revenue for our payroll business due to significant revenue growth in that
segment. We expect selling and marketing expenses to increase as a percentage of total net revenue in the remainder of fiscal 2003 as we continue to expand marketing programs for
our new QuickBooks products as well as for the other Right for My Business products and services we recently introduced and those we expect to introduce in the remainder of
fiscal 2003.

Research and Development

Research and development expenses were 29% of total net revenue in the first quarter of fiscal 2003 and fiscal 2002 and increased 34% in absolute dollars in the first quarter of
fiscal 2003 compared to fiscal 2002. During fiscal 2003, we continued to increase research and development spending in some of our highest-growth businesses — small business,
consumer tax and professional accounting solutions. In particular, we continued to invest in new products that support our Right for My Business and consumer tax Right for Me
strategies. We also added research and development expenses for our newly acquired vertical business management solutions. During the remainder of
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fiscal 2003, we expect to continue to make significant investments in research and development, particularly for new small business and vertical business management solutions
products and services.

General and Administrative

General and administrative expenses were 18% of total net revenue in the first quarter of fiscal 2003, compared to 16% in the first quarter of fiscal 2002. General and administrative
expenses increased in absolute dollars and as a percentage of total net revenue in first quarter of fiscal 2003 primarily due to acquisition integration costs and the addition of general
and administrative expenses for the companies we acquired in the fourth quarter of fiscal 2002. Bad debt expense was also moderately higher in the first quarter of fiscal 2003
because we experienced unusually low levels of bad debt expense in fiscal 2002. We expect general and administrative expenses as a percentage of total net revenue to continue to
exceed fiscal 2002 levels because of the foregoing factors.

Acquisition-Related Charges

In the first quarter of fiscal 2003, acquisition-related charges were $9.5 million, compared to $41.1 million in the first quarter of fiscal 2002. The decrease is primarily attributable to
discontinuing goodwill amortization for acquisitions we made prior to July 1, 2001 in accordance with the adoption of SFAS 142. For the first quarter of fiscal 2002, acquisition-
related charges included the amortization of goodwill, purchased intangible assets and deferred compensation expenses arising from acquisitions. Beginning with the first quarter of
fiscal 2003, acquisition-related charges no longer included amortization of goodwill due to our implementation of this new FASB standard for accounting for goodwill acquired in a
business combination. See Notes 1 and 3 of the financial statements.

Loss on Impairment of Long-lived Asset

The fiscal 2002 loss on impairment of long-lived asset related to the impairment of the asset we received from the purchaser of our Quicken Bill Manager business in May 2001. We
regularly perform reviews to determine if the carrying values of our long-lived assets are impaired. During the first quarter of fiscal 2002, events and circumstances indicated
impairment of this asset. Based on our resulting analysis of the asset’s fair value, we recorded a charge of $27.0 million to reduce the carrying value of this asset to its estimated fair
value of zero, reflecting the deteriorating financial condition of the purchasing company.

Non-Operating Income and Expenses

Interest and Other Income

In the first quarter of fiscal 2003, interest and other income was $8.3 million, compared to $9.8 million in the first quarter of fiscal 2002. The decrease was partially due to a
continuing decline in the interest we earned on our cash and short-term investment balances, reflecting significant decreases in market interest rates compared to the same quarter of
the prior year. The decrease during fiscal 2003 was also a result of lower average cash and short-term investment balances due to the use of cash to fund our acquisitions and our
stock repurchase program. See Notes 5 and 11 of the financial statements. Interest earned on customer payroll deposits is reported as revenue for our payroll business, and is not
included in interest and other income.

Gains (Losses) on Marketable Securities and Other Investments, Net of Taxes

We recorded a pre-tax net gain relating to marketable securities and other investments of $0.3 million in the first quarter of fiscal 2003 and a pre-tax net loss of $12.3 million in the
first quarter of fiscal 2002. The fiscal 2002 net loss included charges of $7.2 million for declines during the quarter in the market prices of our trading securities and S-1 options and
$3.3 million to write down certain long-term investments for which the decline in fair value below carrying value was other-than-temporary. We sold all of our trading securities in
the first quarter of fiscal 2002.

Income Tax Benefit

In the first quarter of fiscal 2003, we recorded an income tax benefit of $25.8 million on a pre-tax loss from continuing operations of $86.1 million, resulting in an effective tax rate
of approximately 30%. In the first quarter of fiscal 2002, we recorded an income tax benefit of $36.3 million on a pre-tax loss from continuing operations of
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$138.4 million, resulting in an effective tax rate of approximately 26.2%. Our effective tax rate for the first quarters of fiscal 2002 and 2003 differed from the federal statutory tax
rate primarily due to the effect of the items in the table below.
                   
      Three Months Ended

     
      October 31,   October 31,
      2001   2002

       
Statutory federal income tax rate    35.0%    35.0%
  State income tax, net of federal benefit     1.7%     1.2%
  Federal research and experimental credits     1.4%     2.9%
  Non-deductible merger-related charges     (6.6%)     (9.1%)
  Tax exempt interest     1.7%     1.4%
  Tax benefit related to divestiture     (4.0%)     — 
  Other, net     (3.0%)     (1.4%)
             
Effective income tax rate    26.2%    30.0%
             

As of October 31, 2002, we had net deferred tax assets of $238.4 million, which included a valuation allowance of $9.3 million for net operating loss carryforwards relating to our
international subsidiaries and certain state capital loss carryforwards. The allowance reflects management’s assessment that we may not receive the benefit of certain loss
carryforwards of our international subsidiaries and capital loss carryforwards in certain state jurisdictions. While we believe our current valuation allowance is sufficient, it may be
necessary to increase this amount if it becomes more likely that we will not realize a greater portion of the net deferred tax assets. We assess the need for an adjustment to the
valuation allowance on a quarterly basis.

Discontinued Operations

On July 31, 2002, we sold our Quicken Loans mortgage business segment and accounted for the sale as discontinued operations. In accordance with APB Opinion No. 30, the
operating results of Quicken Loans have been segregated from continuing operations in our statement of operations for all periods prior to the sale, including the first quarter of
fiscal 2002. In October 2002, we sold our residual equity interest in the purchasing company and recognized a gain of $5.6 million, net of income taxes, on the transaction. See Note
6 of the financial statements.

Liquidity and Capital Resources

At October 31, 2002, our cash and cash equivalents and short-term investments totaled $831.2 million, a $419.2 million decrease from July 31, 2002. The decrease was primarily
due to our use of cash for our stock repurchase program and for an acquisition.

We used $55.2 million in cash in our operations during the quarter ended October 31, 2002. The primary components of cash used in operations were a net loss from continuing
operations of $60.2 million that was partially offset by adjustments made for non-cash expenses, including depreciation charges of $18.5 million and acquisition-related charges and
amortization of purchased software of $12.4 million.

We generated $88.6 million in cash from investing activities during the first quarter of fiscal 2003. Our primary use of cash for investing activities was for the acquisition of Blue
Ocean Software, Inc., which totaled $171.7 million net of cash we acquired. We generated cash from short-term investments of $290.4 million during the quarter, with proceeds of
$569.7 million from the sale upon maturity of certain short-term investments partially offset by reinvestments of $279.3 million. As a result of our continued investment in
information systems and infrastructure, we also purchased property and equipment of $27.7 million.

We used $257.1 million in cash for our financing activities in the first quarter of fiscal 2003. The primary component of cash used in financing activities was $300.3 million for the
repurchase of treasury stock through our stock repurchase program. See Note 11 of the financial statements. This was partially offset by proceeds of $43.3 million we received from
the issuance of common stock under employee stock plans.
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In the normal course of business, we enter into leases for new or expanded facilities in both domestic and global locations. We also evaluate, on an ongoing basis, the merits of
acquiring technology or businesses, or establishing strategic relationships with and investing in other companies. We may decide to use cash and cash equivalents to fund such
activities in the future.

In May 2001, Intuit’s Board of Directors authorized the company to repurchase up to $500.0 million of common stock over a three-year period. In July 2002, our Board of Directors
increased the authorized purchase amount by $250.0 million to a total of $750.0 million. The stock repurchase program is intended to help offset some of the dilution resulting from
the issuance of shares under Intuit’s employee stock plans. From inception of the program through October 31, 2002, we had repurchased a total of $627.3 million of common
stock.

In connection with the sale of our Quicken Loans mortgage business in July 2002, we agreed to continue providing to the purchasing company an interest-bearing line of credit of
up to $375.0 million to fund mortgage loans for a transition period of up to six months. The line is secured by the related mortgage loans and had an outstanding balance of
$180.1 million at October 31, 2002. The line expires on January 31, 2003. See Note 6 of the financial statements.

Loans to executive officers and other employees totaled $21.3 million at July 31, 2002 and $20.6 million at October 31, 2002. Loans to executive officers are primarily relocation
loans and none of these were made or modified since July 30, 2002. We do not intend to make or modify executive loans in the future. Loans are generally interest-bearing, secured
by real property and have maturity dates of up to 10 years. See Note 13 of the financial statements.

We believe that our cash, cash equivalents and short-term investments will be sufficient to meet anticipated seasonal working capital and capital expenditure requirements for at
least the next twelve months.

The following table summarizes our contractual obligations to make future payments at October 31, 2002:
                                           
      Payments Due by Period

     
(In millions)   Less than 1   1-3   4-5   After 5        
Contractual Obligations   year   years   years   years   Total

         
Restricted cash   $ 13.1    $ —    $ —    $ —    $ 13.1 
Short-term notes payable     18.0      —      —      —      18.0 
Long-term debt     —      8.6      2.4      3.4      14.4 
Operating leases     32.0      43.2      31.7      20.9      127.8 
Other obligations     24.5      —      —      —      24.5 
                               
  Total contractual cash obligations   $ 87.6    $51.8    $34.1    $24.3    $197.8 
                               

Restricted cash at October 31, 2002 included $5.8 million that we held in escrow in connection with our fiscal 2002 acquisition of CBS Employer Services, Inc. The escrow period
expires in June 2003. Restricted cash at October 31, 2002 also included $7.3 million for product rebates due our customers.

Other obligations at October 31, 2002 consisted of amounts we owe to former stockholders of CBS Employer Services, Inc. in connection with our acquisition of that company in
the fourth quarter of fiscal 2002. This contractual obligation is included in other current liabilities on our balance sheet. See Note 9.
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Reserves for Returns and Rebates

Activity in our reserves for product returns and for rebates during the first quarter of fiscal 2003 and comparative balances at October 31, 2001 were as follows:
                                         
    Balance   Additions           Balance   Balance
    July 31,   Charged to   Returns/   October 31,   October 31,
    2002   Expense   Redemptions   2002   2001

           
(In thousands)                                        
Reserve for product returns   $35,603    $19,236    $(14,422)   $40,417    $31,806 
Reserve for rebates     8,201      15,512     (14,869)     8,844      9,373 

Reserves for product returns were higher at October 31, 2002 compared to October 31, 2001 because of revenue growth and the increased complexity of new QuickBooks products
such as QuickBooks Enterprise Solutions, which we reserve at a higher rate than our QuickBooks Basic and Pro products.

Recent Pronouncements

On June 29, 2001, the FASB issued SFAS 142, “Goodwill and Other Intangible Assets.” SFAS 142 supercedes APB Opinion No. 17, “Intangible Assets,” and provides that
goodwill and other intangible assets that have an indefinite useful life will no longer be amortized. However, these assets must be reviewed for impairment at least annually or more
frequently if an event occurs indicating the potential for impairment. The shift from an amortization approach to an impairment approach applies to all acquisitions completed after
June 30, 2001. We adopted the remaining elements of this new standard in the first quarter of fiscal 2003 and therefore ceased amortizing goodwill for acquisitions made prior to
July 1, 2001. However, it is possible that in the future we may incur impairment charges related to the goodwill already recorded and to goodwill arising out of future acquisitions.
In addition, we will continue to amortize our purchased intangible assets and to assess those assets for impairment as appropriate.

As of the date of adoption of SFAS 142 on August 1, 2002, we had an unamortized acquired intangible assets balance of $123.6 million and an unamortized goodwill balance of
$430.8 million. These balances reflect the transfer of $1.9 million in assembled workforce from intangible assets to goodwill in accordance with SFAS 142. In connection with the
transitional goodwill impairment evaluation provisions under SFAS 142, we performed a goodwill impairment review as of August 1, 2002 and found no impairment.

In October 2001, the FASB issued SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” which applies to financial statements issued for fiscal years
beginning after December 15, 2001. SFAS 144 supercedes FASB Statement 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed
Of,” and portions of APB Opinion No. 30, “Reporting the Results of Operations.” SFAS 144 provides a single accounting model for long-lived assets we expect to dispose of and
significantly changes the criteria for classifying an asset as held-for-sale. This classification is important because held-for-sale assets are not depreciated and are stated at the lower
of fair value or carrying amount. SFAS 144 also requires expected future operating losses from discontinued operations to be displayed in the period(s) in which the losses are
actually incurred, rather than when the amount of the loss is estimated, as was previously required. We adopted SFAS 144 effective August 1, 2002 and there was no impact on our
financial position, results of operations or cash flows.

In July 2002, the FASB issued SFAS 146, “Accounting for Costs Associated with Exit and Disposal Activities.” This statement revises the accounting for activities relating to
exiting or disposing of businesses or assets under EITF Issue No. 94-3, “Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity.” A
formal commitment to a plan to exit an activity or dispose of long-lived assets will no longer be sufficient to record a one-time charge for most exit and disposal costs. Instead,
companies will record exit or disposal costs when they are incurred and can be measured at fair value, and will subsequently adjust the recorded liability for changes in estimated
cash flows. The provisions of SFAS 146 are effective prospectively for exit or disposal activities initiated after December 31, 2002. Companies may not restate previously issued
financial statements for the effect of the provisions of SFAS 146, and liabilities that a company previously recorded under EITF Issue No. 94-3 are not affected. We will assess the
impact of adoption of SFAS 146 based on the nature of any exit or disposal activities that are ongoing at that time.
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Risks That Could Affect Future Results

The factors discussed below are cautionary statements that identify important factors that could cause actual results to differ materially from those anticipated in the forward-
looking statements in this Report. Our fiscal 2002 Form 10-K and other SEC filings contain additional details about these risks, as well as other risks that could affect future
results.

Company-Wide Risk Factors

Our revenue and earnings are highly seasonal. Seasonality and other factors cause significant quarterly and annual fluctuations in our revenue and net income. Several of our
businesses are highly seasonal — particularly our tax businesses, but also small business and personal finance to a lesser extent. This causes significant quarterly fluctuations in our
financial results. Revenue and operating results are usually strongest during the second and third fiscal quarters ending January 31 and April 30. We experience lower revenues, and
often significant operating losses, in the first and fourth quarters ending October 31 and July 31. Our financial results can also fluctuate from quarter to quarter and year to year due
to a variety of factors, including changes in product release dates, and the timing of acquisitions, dispositions, goodwill and intangible assets impairment charges and gains and
losses related to marketable securities.

Fluctuations in interest rates can cause significant quarterly and annual fluctuations in our net income and asset values. Recent declines in interest rates have resulted in a
significant decline in the interest income we earned on our investment portfolio during recent reporting periods, which has had a negative impact on our net income (loss) and net
income (loss) per share. Declining interest rates can also reduce the value of our interest rate sensitive assets, such as certain assets that relate to our payroll business.

Our recent acquisitions have presented business integration challenges and we may not fully realize the intended benefits of these acquisitions. During the past few years, we have
completed numerous acquisitions. These acquisitions have expanded our product and service offerings, personnel and geographic locations. Integrating and organizing acquired
businesses creates challenges for our operational, financial and management information systems, as well as for our product development processes. This can put a strain on our
resources and be expensive and time consuming. If we do not adequately address issues presented by growth through acquisitions, we may not fully realize the intended benefits
(including financial benefits) of these acquisitions.

Our acquisition strategy entails a number of challenges that could limit our successful implementation of the strategy. A key component of our Right for My Business strategy is to
continue to expand our product and service offerings, and we expect that a significant portion of this expansion will result from acquisitions. We could face the following risks
relating to our strategy and future acquisitions, in addition to the integration challenges noted above:

      •    Increased competition for acquisition opportunities could inhibit our ability to complete suitable acquisitions, and could also increase the price we would have to pay to
complete acquisitions.

 
      •    If we are unable to complete acquisitions successfully, we may not be able to develop and market products for new industries or applications with which we may not be

familiar.
 
      •    Future acquisitions may require us to issue shares of our stock and stock options to owners of the acquired businesses, which would result in dilution to the equity interests

of our stockholders.
 
      •    Despite our due diligence reviews, acquired businesses may bring with them unanticipated liabilities, business or legal risks or operating costs that could harm our results of

operations or business, reduce or eliminate any benefits of the acquisition or require unanticipated expenses.
 
      •    If we fail to retain the services of key employees of acquired companies for significant time periods after the acquisition of their companies, we may experience difficulty in

managing the acquired company’s business and not realize the anticipated benefits of the acquisition.

Acquisition-related costs can cause significant fluctuation in our net income. Our recent acquisitions have resulted in significant expenses, including amortization of purchased
software (which is reflected in cost of revenue), as well as charges for in-process research and development, and amortization and impairment of goodwill, purchased

-40-



Table of Contents

intangibles and deferred compensation (which are reflected in operating expenses). Total acquisition-related costs in the categories identified above were $263.4 million in fiscal
2001, $196.2 million in fiscal 2002 and $20.2 million in the first quarter of fiscal 2003. We expect total acquisition-related costs for fiscal 2003 to be $63.7 million, assuming no
additional acquisitions or impairment charges. Additional acquisitions, and any additional impairment of the value of purchased assets, could have a significant negative impact on
our future operating results.

Recent changes to Financial Accounting Standards Board guidelines relating to accounting for goodwill could make our acquisition-related charges less predictable in any given
reporting period. Under the new FASB standard for accounting for goodwill, we must continue to recognize goodwill as an asset but will not amortize goodwill as previously
required. Instead, we must separately test goodwill for impairment using a fair-value-based approach at least annually and also when an event occurs indicating the potential for
impairment. As a result of this shift, we are no longer recording charges for goodwill amortization. However, we may incur less frequent, but larger, impairment charges related to
the goodwill already recorded and to goodwill arising out of future acquisitions as we continue to expand our business. As of October 31, 2002, we had an unamortized goodwill
balance of approximately $581.4 million, which could be subject to impairment charges in the future.

If we are required to account for options under our employee stock plans as a compensation expense, it would significantly reduce our net income and earnings per share. There has
been increasing public debate about the proper accounting treatment for employee stock options. Although we are not currently required to record any compensation expense in
connection with option grants that have an exercise price at or above fair market value, it is possible that future laws or regulations will require us to treat all stock options as a
compensation expense. Note 11 of the financial statements shows the impact that such a change in accounting treatment would have had on our net loss and net loss per share if it
had been in effect during the reporting periods shown and if the compensation expense were calculated as described in Note 11.

A general decline in economic conditions could lead to reduced demand for our products and services. The continuing downturn in general economic conditions has led to reduced
demand for a variety of goods and services, including software and other technology products. If conditions decline, or fail to improve, in geographic areas that are significant to us,
such as the United States and Canada, we could see a significant decrease in the overall demand for our products and services that could harm our operating results.

If we do not continue to successfully develop new products and services in a timely manner, our future financial results will suffer. We believe that it is necessary to continually
develop new products and services and to improve existing products and services to remain competitive in the markets we serve. Failure to do so may give competitors
opportunities to improve their competitive position at our expense and result in declines in our revenue and earnings. However, developing and improving our products and services
is a complex process involving several risks, including challenges in hiring and retaining highly qualified employees, the risk of delays in product and service launches and the risk
of defects that hinder performance.

The expansion of our product and service offerings through internal growth and through recent and anticipated acquisitions creates risks due to the increasing complexity and
decreasing predictability of our revenue streams. Our expanding range of products and services generates more varied revenue streams than our traditional desktop software
businesses. The accounting policies that apply to these revenue streams are more complex than those that apply to our existing products and services. We expect this trend to
continue with future acquisitions. For example, as we begin to offer additional features and options as part of multiple-element sales arrangements, we could be required to defer a
higher percentage of our product revenue at the time of sale than we do for current products, which would decrease revenue at the time products are shipped, but result in more
revenue in fiscal periods after shipment. In addition, some of our acquired businesses offer higher priced business management software products and services. Revenue attributable
to these higher priced products and services tends to be less predictable than revenue from our traditional desktop products, due to longer sales and implementation cycles. These
businesses also tend to rely on a relatively small number of large orders for a substantial portion of their revenue in a particular quarter, which could cause our quarterly revenue
from these businesses to fluctuate.

The expansion of our product and service offerings creates risks due to the operational infrastructure required to support our expanded portfolio of products and services. Many of
our newer businesses depend on a different operational infrastructure than our desktop software businesses, and we must continually develop, expand and modify our internal
systems and procedures - including call center, customer management, order management, billing and other systems — to support these businesses.
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Despite our efforts to adequately staff and equip our customer service and technical support operations, we cannot always respond promptly to customer requests for assistance.
We occasionally experience customer service and support problems, including longer than expected “hold” times when our staffing is inadequate to handle higher than anticipated
call volume. These situations can adversely affect customer relationships and our financial performance. In order to improve our customer service and technical support, we must
continue to focus on eliminating underlying causes of service and support calls through product improvements, better order fulfillment processes and more robust self-help tools.
We must also improve our ability to accurately anticipate demand for customer service and technical support.

We face risks relating to customer privacy and security and increasing regulation, which could hinder the growth of our businesses. Despite our efforts to address customer
concerns about privacy and security, these issues still pose a significant risk, and we have experienced lawsuits and negative publicity relating to privacy issues. A major breach of
customer privacy or security by Intuit, or even by another company, could have serious consequences for our businesses, including reduced customer interest and/or additional
regulation by federal or state agencies. In addition, we have incurred significant expenses to comply with mandatory privacy and security standards and protocols. Additional
similar federal and state laws, and/or laws that govern telemarketing activity, may be passed in the future, and the cost of complying with additional legislation could have a
negative impact on our operating results.

We face several risks relating to our retail distribution channel. We face ongoing challenges in negotiating favorable terms (including financial terms) with retailers, due in part to
the recent trend of declining importance of software as a retail category. In addition, any termination or significant disruption of our relationship with any of our major resellers
could result in a decline in our net revenue. Also, any financial difficulties of our retailers could have an adverse effect on our operating expenses if uncollectible amounts from
them exceed the bad debt reserves we have established.

If we are unable to significantly increase accountant-facilitated sales, it could have a negative impact on revenue growth. We are currently focused on working with accounting
professionals in order to expand our opportunities to sell small business products and services to their clients. This strategy is important for our Professional Accounting Solutions,
QuickBooks and Other Small Business Products and Services businesses. We face intense competition in this effort, as there are an increasing number of alliances between
accountants and other professional tax preparers and providers of small business software and services that aim to capitalize on accountant-facilitated sales of small business
products and services to their clients.

We rely on third-party vendors to handle substantially all outsourced aspects of manufacturing and distribution for our primary retail desktop software products. To manufacture
and distribute our primary retail products at the time of product launches and to replenish products in the retail channel after the primary launch, we have manufacturing
relationships with Modus Media and Sony, and a distribution arrangement with Ingram Micro Logistics. While we believe that relying on only three outsourcers for product
launches and replenishment improves the efficiency and reliability of these activities, relying on any vendor for a significant aspect of our business can have severe negative
consequences if the vendor fails to perform at acceptable service levels for any reason, including but not limited to financial difficulties of the vendor.

Actual product returns may exceed returns reserves, particularly for our consumer tax preparation software. We ship more desktop software products to our distributors and
retailers than we expect them to sell, in order to reduce the risk that distributors or retailers will run out of products. This is particularly true for our consumer tax products, which
have a short selling season. Like most software companies, we have a liberal product return policy and we have historically accepted significant product returns. We establish
reserves for product returns in our financial statements, based on estimated future returns of products. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Critical Accounting Policies — Net Revenue — Return and Rebate Reserves.” We closely monitor levels of product sales and inventory in the retail
channel in an effort to maintain reserves that are adequate to cover expected returns. In the past, returns have not generally exceeded these reserves. However, if we do experience
actual returns that significantly exceed reserves, it would result in lower net revenue.

Legal protection for our intellectual property is not always effective to prevent unauthorized use or copying. Current U.S. laws that prohibit copying give us only limited practical
protection from software “pirates,” and the laws of many other countries provide very little protection. Policing unauthorized use of our products is difficult, expensive and time-
consuming. Although we have begun to incorporate product activation technology in some of our tax preparation products in order to reduce unauthorized sharing of the products,
we expect that software piracy will continue to be a persistent problem for our desktop software products. In addition, the Internet may tend to
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increase, and provide new methods for, illegal copying of the technology used in our desktop and Internet-based products and services. We also face risks relating to our licensing of
our intellectual property to third parties. In connection with our sale of our Quicken Loans mortgage business, we licensed the use of the Quicken Loans and Quicken Mortgage
trademarks to the purchaser. If the purchaser violates the terms of the trademark license, it could result in serious and irreparable harm to Intuit’s reputation and the value of our
Quicken-related brands.

Our ability to conduct business could be impacted by a variety of factors, such as electrical power interruptions, earthquakes, fires, terrorist activities and other similar events. Our
business operations depend on the efficient and uninterrupted operation of a large number of computer and communications hardware and software systems. These systems are
vulnerable to damage or interruption from electrical power interruptions, telecommunication failures, earthquakes, fires, floods, terrorist activities and their aftermath, and other
similar events. Any significant interruptions in our ability to conduct our business operations could reduce our revenue and operating income. Our business interruption insurance
may not adequately compensate us for the impact of interruptions to our business operations.

Specific Factors Affecting Our QuickBooks, Small Business Products and Services and Vertical Business Management Solutions Segments

It is too early to provide assurance that our Right for My Business strategy will generate substantial and sustained revenue growth in the small business accounting and business
management segments. A key component of our Right for My Business strategy is to continue to expand our small business accounting and management products and services,
through internal growth and from acquisitions. To meet our growth goals, we must generate revenue from a wider range of market and customer segments as well as from new
products and services. There are a number of risks associated with the strategy, including the following:

      •    Our strategy depends on our successfully completing acquisitions and integrating acquired companies, which presents a number of challenges as described above under
“Company-Wide Risk Factors.”

 
      •    Our strategy is resulting in a dramatic increase in the number and complexity of the products and services that we offer. This is placing greater demands on our research and

development, marketing and sales resources, as we must develop, market and sell both the new products and services as well as periodic enhancements to an expanding
portfolio of products and services. This will also require us to continually develop, expand and modify our internal business operations systems and procedures to support
new businesses, including our customer service and technical support call centers, and our customer management, order management, billing and other systems.

 
      •    Many of the new products and services we are and will be offering are much more complex than our traditional core desktop software products and are being priced

accordingly. They will therefore require a more consultative sales process, and a higher level of post-sales support. If we are not able to effectively adapt our marketing,
sales, distribution and customer support functions to accommodate these changes, we will not succeed in generating significant or sustained revenue from these new
businesses.

We face a wide range of competitive risks that could impact our financial results. In the small business arena, we face current competition from competitors’ desktop software, as
well as from other Web-based small business services products. Many competitors and potential competitors have begun providing, or have expressed significant interest in
providing, accounting and business management products and services to small businesses. As we implement our Right for My Business strategy we face increased competitive
threats from larger companies in bigger markets than we have historically faced.

Revenue growth for our vertical business management solutions may be hindered by a variety of factors, which could have a negative impact on overall company growth. Revenue
growth for our vertical business management solutions is subject to numerous risks, including the negative impact of the current economic environment on customer purchases of
the relatively high-priced software solutions offered by our vertical businesses, and the potential disruption to the businesses during the acquisition integration process. In addition,
revenue growth in any particular period may be difficult to predict because of the complex revenue streams generated by these businesses, and the corresponding complexity in the
accounting policies that apply to them.
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Our employer services business faces a number of risks that could have a negative impact on revenue and profitability. For our employer services, we must be able to process
customer data accurately, reliably and in a timely manner in order to attract and retain customers and avoid the costs associated with errors. Our payroll businesses other than our
Do-It-Yourself product include interest on customer deposits as part of their revenue. If interest rates decline, it would result in less interest revenue for those businesses. In order to
generate sustained growth for our Intuit Payroll Services Complete Payroll, we will be required to successfully develop and manage a more extensive and proactive direct field sales
operation, which is a different distribution method than those we have historically relied on.

Specific Factors Affecting Our Consumer Tax Segment

We face intense competitive pressures from the private sector in our consumer tax preparation software business. There are formidable current and potential competitors in the
private sector, and we expect competition to remain intense during fiscal 2003 and beyond. These competitive pressures can have a negative impact on our revenue, profitability and
market position.

Our consumer tax preparation business also faces competition from publicly funded government entities. We face current and potential competition from a number of publicly-
funded state government entities that are encroaching into the private sector tax preparation business by offering individual taxpayers electronic tax preparation and/or filing
services, at no cost to individual taxpayers. This encroachment threat to the private sector tax preparation industry has been increasing in recent months. For example, in November
2002 the California Franchise Tax Board announced plans to significantly expand the state’s electronic tax filing program to enable many taxpayers to prepare their returns online,
as well as file returns electronically. If state governmental agencies are ultimately successful in their efforts to develop consumer tax preparation and filing services and to gain
consumer acceptance of those services, it could have a significant negative impact on our financial results in future years. The federal government announced a proposal in August
2002 that would mitigate the risk of government encroachment in federal tax preparation and filing services. Under an agreement signed in October 2002, for at least the next three
years, a number of private sector companies, rather than the federal government, will provide Web-based federal tax preparation and filing services at no cost to lower income
taxpayers and other underserved taxpayers through voluntary public service initiatives such as our Intuit Tax Freedom Project. Despite this positive development, future
administrative, regulatory or legislative activity in this area could adversely impact Intuit and other companies that provide tax preparation software and services. Intuit is actively
working with others in the private sector, as well as with state government policy makers, to help clarify the appropriate roles for government agencies and the private sector in the
electronic commerce marketplace.

If we fail to maintain reliable and responsive service levels for our electronic tax offerings, we could lose revenue and customers. Our Web-based tax preparation and electronic
filing services must effectively handle extremely heavy customer demand during the peak tax season. We face significant challenges in maintaining high service levels, particularly
during peak volume service times. The exact level of demand for TurboTax for the Web and electronic filing is impossible to predict. If we are unable to meet customer expectations
in a cost-effective manner, we could lose customers, receive negative publicity and incur increased operating costs, any of which could have a significant negative impact on the
financial and market success of these businesses.

Specific Factors Affecting Our Personal Finance Segment

The long-term viability of our personal finance business will depend on our ability to provide new products and services that attract customers and that can generate revenue
sources other than just advertising revenue. The demand for personal finance software such as Quicken has been weakening over recent years, and the demand for Internet
advertising on Web sites like Quicken.com has declined precipitously. We must identify and capitalize on additional sources of revenue to provide sustainable future growth for our
personal finance business. In an effort to stimulate customer demand and generate revenue growth, we recently launched Quicken Brokerage powered by Siebert, an online and
telephone-based securities brokerage service for Quicken and Quicken.com customers made available through an exclusive strategic alliance with Siebert Financial Corp., the
holding company for Muriel Siebert & Co. Inc. However, it is too early to tell whether this service will generate sustainable revenue growth. Furthermore, it is unlikely that the
brokerage service, even if successful, will by itself be sufficient to sustain our personal finance business, so we must identify additional sources for growth.

Our personal finance products face aggressive competition that could have a negative impact on revenue, profitability and market position. Our Quicken products compete directly
with Microsoft Money, which is
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aggressively promoted and priced. We expect competitive pressures for Quicken to continue, both from Microsoft Money and from Web-based personal finance tracking and
management tools that are becoming increasingly available at no cost to consumers. Competitive pressures can result in reduced revenue and lower profitability for our Quicken
product line. There are many competitors for our Internet-based personal finance products and services. However, the general downturn in Internet and technology stocks since
March 2000 has resulted in significant consolidation, with fewer, but more financially sound, competitors surviving. This could make it more difficult for us to compete effectively.
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ITEM 3
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Short-Term Investment Portfolio

We do not hold derivative financial instruments in our short-term investment portfolio. Our short-term investments consist of instruments that meet quality standards consistent with
our investment policy. This policy dictates that, for short-term investments, we diversify our holdings and limit our short-term investments with any individual issuer in a managed
portfolio to a maximum of $5 million.

Interest Rate Risk

Interest rate risk represents a component of market risk to us because significant declines in interest rates will cause unfavorable changes in our net income (loss) and net income
(loss) per share and in the value of our interest rate sensitive assets, liabilities and commitments, particularly those that relate to our payroll business. Interest rate movements affect
the interest income earned on investments we hold in our short-term investment portfolio and the value of those investments.

Over the past few years, we have experienced significant reductions in our interest income due to declines in interest rates. A significant decrease in future interest rates will have a
material impact on the interest income earned on our cash equivalents and short-term investments held at October 31, 2002.

Impact of Foreign Currency Rate Changes

We translate foreign currencies (primarily Canadian dollars, Japanese yen, and British pounds) into U.S dollars for financial reporting purposes. Accordingly, currency fluctuations
can have an impact on our financial results, though the historical impact has generally been immaterial. We believe that our exposure to currency exchange fluctuation risk is
insignificant primarily because our global subsidiaries invoice customers and satisfy their financial obligations almost exclusively in their local currencies. Currency exchange risk
is also minimized since foreign debt is due exclusively in local foreign currencies. For each of the three years ended July 31, 2000, 2001 and 2002, there was an immaterial currency
exchange impact from our intercompany transactions. Although the impact of currency fluctuations on our financial results has generally been immaterial in the past and we believe
that for the reasons cited above currency fluctuations will not be significant in the future, there can be no guarantee that the impact of currency fluctuations will not be material in
the future. As of October 31, 2002, we did not engage in foreign currency hedging activities.
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ITEM 4
CONTROLS AND PROCEDURES

(a)   Disclosure Controls and Procedures
 

    The SEC defines the term “disclosure controls and procedures” 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 SEC’s rules and forms. Our chief executive officer and our chief financial officer, based on their evaluation of our disclosure controls and procedures within 90 days before
the filing date of this report (the “Evaluation Date”), concluded that our disclosure controls and procedures were effective for this purpose.

 
(b)   Changes in Internal Controls
 

    There were no significant changes in our internal controls or, to our knowledge, in other factors that could significantly affect these controls subsequent to the Evaluation Date.
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PART II
ITEM 1
LEGAL PROCEEDINGS

On March 3, 2000, a class action lawsuit, Bruce v. Intuit Inc., was filed in the United States District Court, Central District of California, Eastern Division. Two virtually identical
lawsuits were later filed: Rubin v. Intuit Inc., was filed on March 8, 2000 in the United States District Court, Southern District of New York and Newby v. Intuit Inc. was filed on
April 27, 2000, in the United States District Court, Central District of California, Eastern Division. The Bruce and Newby lawsuits were consolidated into one lawsuit, In re Intuit
Privacy Litigation, filed on July 28, 2000 in the United States District Court, Central District of California, Eastern Division. Following Intuit’s successful motion to dismiss several
of the claims, an amended complaint was filed on May 2, 2001. A similar lawsuit, Almanza v. Intuit Inc. was filed on March 22, 2000 in the Superior Court of the State of
California, San Bernardino County, Rancho Cucamonga Division. An amended complaint in the Almanza suit was filed on October 26, 2000. These purported class actions alleged
violations of various federal and California statutes and common law claims for invasion of privacy based upon the alleged intentional disclosure to third parties of personal and
private customer information entered at Intuit’s Quicken.com Web site. The complaints sought injunctive relief, orders to disgorge profits related to the alleged acts, and statutory
and other damages. In August 2001, Intuit and the plaintiffs’ counsel in all of the cases except Rubin reached an agreement in principle to resolve the cases, subject to court
approval, based on terms that are not material to Intuit. The Rubin case was dismissed on November 19, 2001.

Intuit is subject to other routine legal proceedings, as well as demands, claims and threatened litigation, that arise in the normal course of our business. We currently believe that the
ultimate amount of liability, if any, for any pending claims of any type (either alone or combined) will not materially affect our financial position, results of operations or liquidity.
However, the ultimate outcome of any litigation is uncertain, and either unfavorable or favorable outcomes could have a material negative impact. Regardless of outcome, litigation
can have an adverse impact on Intuit because of defense costs, diversion of management resources and other factors.
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ITEM 6
EXHIBITS AND REPORTS ON FORM 8-K

We have filed the following exhibits as part of this report:
                     
            Incorporated By Reference

           
        Filed with this            

Exhibit No.   Exhibit Description   Form 10-Q   Form   File No.   Date Filed

         
10.01#  

 
Addendum for Fulfillment Products and Services for FSG and P-Tap Non-
Imprintable Products, dated October 11, 2002  

X
 

 
 

 
 

 

         
10.02+  

 

Amended and Restated Secured Balloon Payment Promissory Note for the
principal amount of $1,030,500 between Intuit and Dennis Adsit, dated
November 26, 2001  

X

 

 

 

 

 

 

         

#   We have requested confidential treatment for certain portions of this exhibit. We have omitted such portions from this filing and filed them separately with the Securities and
Exchange Commission.

+   Management compensatory plan or arrangement.

Reports on Form 8-K during the first quarter of fiscal 2003:

       1.   On August 1, 2002, Intuit filed a report on Form 8-K to report under Item 5 that it had completed the acquisition of substantially all of the assets of Eclipse, Inc. No
financial statements were filed with the report.

 
       2.   On August 14, 2002, Intuit submitted a report on Form 8-K to report under Item 9 that Stephen M. Bennett and Greg J. Santora each submitted to the Securities and

Exchange Commission a Statement under Oath Regarding Facts and Circumstances Relating to Exchange Act Filings. These statements cover Intuit’s Annual Report on
Form 10-K for the fiscal year ended July 31, 2001 and all quarterly reports on Form 10-Q, current reports on Form 8-K and all definitive proxy materials filed by Intuit
since Intuit filed its fiscal year 2001 Form 10-K on October 5, 2001. No financial statements were submitted with the report.

 
       3.   On August 15, 2002, Intuit filed a report on Form 8-K to report under Item 2 that it had completed the sale of its Quicken Loans mortgage business to BRFC LLC. Intuit’s

Unaudited Pro Forma Condensed Balance Sheet as of April 30, 2002, Unaudited Pro Forma Condensed Consolidated Statement of Operations for the nine months ended
April 30, 2002 and Unaudited Pro Forma Condensed Consolidated Statements of Operations for the year ended  July 31, 2001 were filed with the report.

 
       4.   On August 22, 2002, Intuit filed a report on Form 8-K to report under Item 5 that it had signed an agreement to acquire Blue Ocean Software, Inc. as well as to report its

financial results for the fourth quarter and fiscal year ending July 31, 2002. Intuit’s statement of operations for the fourth quarter and the year ended July 31, 2002 and the
balance sheet for the fiscal year ending July 31, 2002 were filed with the report. The report also disclosed that Greg Santora, Senior Vice President and Chief Financial
Officer of Intuit, has decided to retire from Intuit at the end of the calendar year and will remain in his current role until then.
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       5.   On September 24, 2002, Intuit filed a report on Form 8-K to report under Item 5 that it had completed the acquisition of Blue Ocean Software, Inc. No financial statements
were filed with the report.

 
       6.   On September 26, 2002, Intuit submitted a Report on Form 8-K to report under Item 9 that Stephen M. Bennett and Greg J. Santora each submitted to the Securities and

Exchange Commission a Statement under Oath Regarding Facts and Circumstances Relating to Exchange Act Filings. These statements cover Intuit’s Annual Report on
Form 10-K for the fiscal year ended July 31, 2002. No financial statements were submitted with the report.
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SIGNATURES

     Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

  INTUIT INC.
(Registrant)

         
 
 
Date:  December 5, 2002   By:  /s/  Greg J. Santora
       
        Greg J. Santora
        Senior Vice President and Chief Financial Officer
        (Authorized Officer and Principal Financial Officer)
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CERTIFICATION

I, Stephen M. Bennett, certify that:

1.   I have reviewed this quarterly report on Form 10-Q of Intuit Inc.;
 
2.   Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to the period covered by this quarterly report;
 
3.   Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this quarterly report;
 
4.   The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and

15d-14) for the registrant and we have:

       a.   designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this quarterly report is being prepared;

 
       b.   evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to the filing date of this quarterly report (the “Evaluation

Date”); and
 
       c.   presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our evaluation as of the Evaluation Date;

5.   The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of registrant’s board of
directors (or persons performing the equivalent function):

       a.   all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record, process, summarize and report
financial data and have identified for the registrant’s auditors any material weaknesses in internal controls; and

 
       b.   any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls; and

6.   The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there were significant changes in internal controls or in other factors that
could significantly affect internal controls subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant deficiencies and
material weaknesses.

Date:  December 2, 2002
         
By:  /s/  Stephen M. Bennett    
       
    Stephen M. Bennett    
    President and Chief Executive Officer    
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CERTIFICATION

I, Greg J. Santora, certify that:

1.   I have reviewed this quarterly report on Form 10-Q of Intuit Inc.;
 
2.   Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to the period covered by this quarterly report;
 
3.   Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this quarterly report;
 
4.   The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and

15d-14) for the registrant and we have:

       a.   designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this quarterly report is being prepared;

 
       b.   evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to the filing date of this quarterly report (the “Evaluation

Date”); and
 
       c.   presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our evaluation as of the Evaluation Date;

5.   The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of registrant’s board of
directors (or persons performing the equivalent function):

       a.   all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record, process, summarize and report
financial data and have identified for the registrant’s auditors any material weaknesses in internal controls; and

 
       b.   any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls; and

6.   The registrant’s other certifying officers and I have indicated in this quarterly report whether or not there were significant changes in internal controls or in other factors that
could significantly affect internal controls subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant deficiencies and
material weaknesses.

Date:  December 2, 2002
         
By:  /s/  Greg J. Santora    
       
    Greg J. Santora    
    Senior Vice President and Chief Financial Officer    
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EXHIBIT INDEX

 
     

Exhibit    
Number   Exhibit Description

 
10.01#   Addendum for Fulfillment Products and Services for FSG and P-Tap Non-Imprintable Products, dated October 11, 2002
10.02+

 
Amended and Restated Secured Balloon Payment Promissory Note for the principal amount of $1,030,500 between Intuit and Dennis Adsit, dated
November 26, 2001

 

#   We have requested confidential treatment for certain portions of this exhibit. We have omitted such portions from this filing and filed them separately with the Securities and
Exchange Commission.

+   Management compensatory plan or arrangement.
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EXHIBIT 10.01

CONFIDENTIAL TREATMENT REQUESTED

ADDENDUM FOR FULFILLMENT PRODUCTS AND SERVICES FOR FSG AND
P-TAP NON-IMPRINTABLE PRODUCTS

This addendum (the “Addendum”) is made and entered into as of 6th date of signing September, 2001 (“Addendum Effective Date”) by and between Intuit Inc. (“Intuit”) and the
John H. Harland Company (“Harland”).

RECITALS

A.   Intuit and Harland are parties to a Supply Agreement made and entered into as of January 1, 2000 (“Supply Agreement”).
 
B.   As of October 25, 2001, the parties entered into a “Term Sheet for Fulfillment Products and Services for FSG and P-TAP Non-Imprintable Products” (“Term Sheet”) regarding

their intent to enter into an Addendum to the Supply Agreement.
 
C.   As of October 25, 2001, the parties entered into an “Agreement for Purchase of Intuit-Owned Inventory for FSG and P-TAP Non-Imprintable Products” whereby Harland

purchased from Intuit certain existing inventories of FSG and P-TAP non-imprintable products for subsequent sale by Harland back to Intuit in accordance with the Term Sheet
(“Buy Back Products”).

 
D.   The parties are now entering into this Addendum to the Supply Agreement in order to replace and supercede the Term Sheet.

NOW THEREFORE, the parties hereby amend the Supply Agreement as follows:

1.   INTUIT PRODUCTS. The products and services listed in Exhibit A (P-TAP Fulfillment Services and Products), Exhibit B (FSG Products and Fulfillment Services), Exhibit C
(Micr Toner Cartridges) (collectively, the “Addendum Products”) are deemed additional “Intuit Products” for all purposes of the Supply Agreement. Any products and services
may be deleted from this list and this Addendum at Intuit’s sole discretion at any time as described below. For any products or services that Intuit in its sole discretion deletes
from this list and this Addendum and does not plan to obtain from another supplier within a 12-month period, Intuit will provide 30 days notice to Harland. For any products or
services that Intuit in its sole discretion deletes from this list and this Addendum and obtains from another supplier, and the volume of the product(s) to be deleted represents a
material change in the annual dollar volume of all Addendum Products fulfilled by Harland as reasonably determined in Intuit’s sole discretion, Intuit will provide three months
written notice to Harland. In the case that a product is deleted from this Addendum, Intuit will pay Harland for unsold FSG non-imprintable inventory, and work in process that
will be completed within 30 days, that is not owned by Intuit up to six months worth based on the forecasting process in Section 7, unless other quantities were otherwise agreed
to by both parties at time of inventory purchase. Costs of such inventory will not exceed the product prices charged by Harland to Intuit for Harland-owned inventory purchased
pursuant to the relationship between the parties under this Addendum up to six months worth based on the forecasting process in Section 7, or the product costs due to suppliers
for third party supplier-owned inventory purchased pursuant to such relationship up to six months worth based on the forecasting process in Section 7. Products or services may
be added to this list and this Addendum at terms mutually agreed upon in writing by both Harland and Intuit. Intuit reserves the right to own the inventory of Addendum
Products, and must approve of any vendor acting as Harland’s agent supplying Addendum Products.

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the Securities and Exchange
Commission (the “SEC”). We omitted such portions from this filing and filed them separately with the SEC.

 



 

2.   EXCLUSIVE PRODUCTS. Notwithstanding the definition of “Exclusive Intuit Products” in Appendix 1 of the Supply Agreement, the Addendum Products are not to be
treated as “Exclusive Intuit Products”.

 
3.   NO RIGHT OF FIRST NEGOTIATION. Harland will have no rights under Section 4(c) of the Supply Agreement with respect to any Addendum Products.
 
4.   TERM. The term of the Addendum will be coterminous with the term of the Supply Agreement. In addition to the grounds for termination mentioned in Section 45 of the

Supply Agreement, Intuit shall have the right to review and terminate without penalty the provisions of this Addendum at any time following a sixty (60) day notification and
cure period should the product selection, quality, and/or service provided by Harland for the Addendum Products not meet the specifications that were mutually agreed to by
Harland and Intuit. Termination of the provisions of this Addendum would not terminate the other provisions of the Supply Agreement. In case of termination, Intuit would
purchase the non-defective, unsold FSG non-imprintable inventory owned by Harland and covered by this Addendum. For non-defective, unsold inventory or work in process
owned by a third-party supplier of Addendum Products, Harland will facilitate the sale of such inventory and work in process to Intuit. Pursuant to this section, Intuit will
purchase such inventory up to six months worth based on the forecasting process in Section 7. The purchase amounts will not exceed the product prices charged by Harland to
Intuit for Harland-owned inventory purchased pursuant to this relationship, or the costs due to suppliers for supplier-owned inventory and work in process purchased pursuant to
this relationship.

 
5.   SECURE SOURCING. If any circumstance occurs that prevents Harland or any third party supplier from effectively filling and shipping customer Orders in accordance with

Intuit’s specified quality requirements and turnaround times, including but not limited to termination, financial issues, or any disasters, Intuit shall have the right to immediately
purchase all Addendum Products in the possession or control of Harland or third-party suppliers, or immediately take possession of Intuit-owned products in the possession or
control of Harland or third-party suppliers. In addition, Intuit shall have the right to immediately take over the sourcing of Addendum Products that are work in process and will
be completed at a later date at third-party suppliers. Harland will make Harland-owned Addendum Products available at the prices that Harland charged by Harland to Intuit for
them. Harland will also ensure that any third party supplier of Addendum Products will make these Products that are work in process and to be completed at a later date
available to Intuit at the prices that the supplier agreed upon with Harland. Intuit will pay Harland reasonable additional costs for Harland’s cooperation in transferring such
Addendum Products to Intuit.

 
6.   WAREHOUSING AND FULFILLMENT. Harland shall provide warehousing and fulfillment services for Addendum Products to meet the requirements as specified by Intuit,

and will be responsible for ensuring the inventory availability of Addendum Products sourced by Harland to fulfill Intuit customer Orders in accordance with the inventory and
forecasting process identified in Section 7 of this Addendum. Harland is responsible for the acts or omissions of any outsourced warehousing suppliers, and is required to ensure
that any such approved outsourcers retain, at their expense, a policy of commercial general liability insurance listing Intuit as a third party beneficiary to the policy and naming
Intuit as an additional insured. Such policies shall provide coverage adequate to cover any Addendum Products inventory included for warehousing services. Harland shall
provide Intuit with a certificate of insurance as evidence of such coverage. Such certificate shall provide for at least thirty (30) days prior written notice to Intuit of cancellation
or material change of such coverage.

 
7.   INVENTORY MANAGEMENT. Harland is responsible for guaranteeing inventory availability of all Addendum Products to fulfill Intuit customer Orders in accordance with

the inventory and forecasting process identified in this Section. To support Harland in this activity, Intuit will meet with Harland on a regular basis to provide demand forecasts
for seasonal and growing/declining Addendum Products, updates on promotions that could impact usage patterns, and to review Harland’s target inventory levels and
replenishment plans. It is anticipated that Intuit and Harland will review this data on a periodic basis appropriate to the Addendum Product type (e.g. quarterly for steady usage
products, monthly for growing/declining products, and with appropriate frequency during heavy seasonal periods). At these review meetings, Harland will identify in writing
any run out dates, lead production times, and potential “excess
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    inventory risk” Addendum Products that are highly dependent on forecasts vs. actual usage data. For such Addendum Products, Harland and Intuit will agree to a forecast, re-
order points and quantities, and a review plan. For such Addendum Products only, if the actual usage is [ * ]or more less than forecast over a [ * ] period and results in excess
inventory age of greater than six months, Intuit will have the option of one or more of the following: (i) [ * ] and [ * ] from [ * ] days; (ii) [ * ] such excess inventory and
paying Harland for the [ * ] inventory that is not Intuit-owned at a cost not to exceed [ * ]; or (iii) paying a [ * ] per pallet per month storage cost for such excess inventory.
Notwithstanding the above, Harland accepts responsibility for requesting any information it believes necessary to purchase and manage the inventory of Addendum Products
effectively for both parties.

 
8.   SYSTEMS. Harland will fund the development, enhancements and ongoing support of connections to Intuit’s order entry and billing systems, and any changes needed to meet

new businesses and services in connection with this Addendum. Harland is responsible for the funding and implementation of development, enhancement, and ongoing support
of Harland’s systems, and for the systems of any supplier responsible for providing Addendum Products. The level of support will be prorated above the levels specified in the
Supply Agreement based on the additional volumes resulting from additional products.

 
9.   SAME ORDER SHIPMENTS/PAIRINGS. The specific items paired in the same package are based primarily on the type of products, imprintables and non-imprintables,

and size of the products. Harland will pair all items physically able and commercially reasonable in the same package for shipment. In addition, Harland will work with third
party suppliers so that these suppliers can pair items in the same package for shipment.

 
10.   PERFORMANCE SCORECARD. Harland will measure and report its performance against the performance scorecard set forth in Exhibit D, and will use their best efforts to

meet, exceed and improve performance. Following the end of each calendar quarter, designated team members from both parties will meet and review performance during the
past quarter. In connection with these quarterly meetings, the parties will gather the data and rate Harland’s performance in accordance with the performance scorecard set forth
in Exhibit D. Harland and Intuit will mutually agree upon any changes to the performance scorecard.

 
11.   TURN AROUND TIME. In lieu of the requirements of Section 18(a) of the Supply Agreement, Harland shall process and ship all non-imprintable Addendum Products in

stock within 24 hours after receipt of the Order by Harland, provided both Harland and Intuit follow the inventory and forecasting process identified in Section 7 of this
Addendum, and provided a Force Majeure event does not cause an interruption of service. For backorders, items should be shipped as soon as they are available on a first in,
first out Order basis. In addition, Harland shall identify and provide Intuit with all backorder information in a quick and effective manner. This backorder notification process
will be developed and agreed to by Harland and Intuit.

 
12.   SHIPPING METHODS.

       (a)   Harland will be responsible for shipping each completed Order to the Customer’s specified address, and will ensure that any carrier providing Addendum Products will
ship each completed Order to the Customer’s specified address. Unless otherwise indicated on the Order or otherwise specified by Intuit, shipping shall be via ground, or
comparable service where ground is not available. Harland will ensure that all suppliers that provide Addendum products can support shipping methods, including Ground,
Next Day and Second Day at competitive costs. When the rates are not competitive at a third party supplier, and it is commercially reasonable, Harland will allow the third-
party supplier of Addendum Products to utilize Harland’s freight rates.

 
       (b)   Harland will be responsible for the proactive management of carriers to negotiate and manage competitive freight costs, file and credit to Intuit refunds for lost or damaged

shipments, and track and ensure the compliance of on-time and quality performance. Harland will report these performance measures monthly in the Performance
Scorecard, Exhibit D, and work with their carriers to meet, exceed and improve performance.

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the SEC. We omitted such
portions from this filing and filed them separately with the SEC.
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       (c)   Harland will be responsible for the management of all carriers for Addendum Products and other Products supplied and/or fulfilled by Harland or their third party suppliers
to ensure that the carrier meets 97% on time performance. Harland will be responsible for crediting Intuit for any charges, penalties or expedited fees resulting from lost or
damaged shipments, and from mistakenly returned packages. In addition, Harland will credit Intuit for reimbursements made by the carrier to Harland for service failures,
including failures to meet on-time shipping guarantees. Harland will use its best efforts in working with Intuit to recover these credits in a mutually agreeable and
commercially reasonable manner and provide Intuit with a monthly accounting of such credits. Harland will pay to Intuit any credits pursuant to this section within 10
business days of receipt of such credits by Harland from carrier.

13.   QUALITY. Harland warrants and guarantees to FSG the quality of all non-imprintable Addendum Products in line with Intuit’s product specifications. Harland is responsible
for replacing any defective product(s) at Harland’s costs, including any and all services and shipping costs. Notwithstanding the foregoing, Harland is not responsible for the
quality of Buy Back Products, assuming that these Products have been properly stored.

 
14.   PERSONNEL. Harland will identify qualified primary contacts at Harland who will be available to work directly with Intuit as needed. In addition, Harland will identify at

least one qualified contact at each third-party supplier of Addendum Products who Intuit will contact in coordination with Harland, with prior notification if practical, on an as
needed basis.

 
15.   PRICING AND COSTS. For each Addendum Product and service provided pursuant to this Addendum, Harland will charge Intuit in accordance with the following:

       •    Exhibit A (Pricing for P-TAP Fulfillment Services and Products)
 
       •    Exhibit B (Pricing for FSG Products and Fulfillment Services)
 
       •    Exhibit C (Pricing for Micr Toner Products and Fulfillment Services)
 

           In addition, Harland will credit Intuit for material costs associated with any Addendum Products that were produced using Intuit-owned materials, excluding the products
TPH and TPR where the pricing and costs in Exhibit A already reflect these credits.

 
           These mutually agreed upon prices should be competitive in the market, and in compliance with applicable laws, and will remain in effect from the Addendum Effective

Date and will continue in effect thereafter during the term of this Addendum, subject to the following sections of the Supply Agreement: Section 38 (Future Cost Savings)
and Section 40 (Allowable Price Adjustments) and provided that with respect to direct material costs only and in lieu of the specified direct material cost increase/decrease
amount specified in Section 40(a), prices for Addendum Products [ * ]. Exempted from the application of Section 40 of the Supply Agreement are certain Addendum
Products that need to be ordered within a term of less than one year, and where the prices are highly sensitive to volume variances. For such products identified by Harland
60 days in advance, Intuit and Harland will mutually agree to any price change every six months and/or prior to any inventory replenishment. Price changes will reflect
prices that should be competitive in the market and in compliance with applicable laws, and will be effective when the new products begin to ship. Harland will work with
Intuit on continuous improvements to reduce material, administrative, freight and warehousing costs, and will pass these savings to Intuit. Harland shall ensure that
warehousing costs for Addendum Products are consistent with costs incurred by Harland for warehousing similar Harland materials, and such costs are competitive with
those charged by suppliers in the same geographic areas for such services, products and/or materials. Intuit has the right to audit Harland’s storage and warehouse invoices
on an ongoing basis.

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the SEC. We omitted such
portions from this filing and filed them separately with the SEC.
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16.   REPORTING. Harland will provide standard and ad hoc reporting to provide information on, but not limited to the following:

     Inventory Management, including but not limited to:

          Backorders
          Monthly and weekly inventory reports
          Reorder, run out dates
     Invoicing Support, including but not limited to:
          Warehouse Quantities
          Forecast versus Actual Demand
          Marketing Materials Activities
     Performance Scorecard Measures

     These reports should be accurate and presented in a timely manner.

17.   PRIVACY AND SECURITY STANDARDS. Harland will comply with Intuit’s then-current privacy and security standards, the current version of which are contained in
Exhibit E (Basic Security Requirements for Customer Data) and Exhibit F (Privacy Policy for Partners). In addition, Harland will meet or exceed, within a reasonable
timeframe after disclosure to Harland, Intuit’s then-current mail handling procedures, the current version of which is contained in Exhibit G (Intuit Suspicious Mail Handling
Procedures), as well as any specific recommendations that Intuit provides to Harland. Harland is responsible for ensuring that all third party suppliers of Addendum Products
will also comply with the then-current version of Intuit’s privacy and security standards and mail handling procedures.

 
18.   BUSINESS CONTINUITY.

       (a)   Harland shall: (i) be responsible for business continuity of operations as to the products and services to be provided under this Addendum; (ii) within ninety (90) days after
the Addendum Effective Date, submit to Intuit for approval a mutually agreed upon and reasonable business continuity plan (“Business Continuity Plan”) that mitigates
and minimizes Intuit service interruptions; and (iii) update the Business Continuity Plan, subject to Intuit’s approval, to reflect changes in technology and industry
standards on an annual basis.

 
       (b)   Harland shall provide Intuit reasonable assistance in Intuit’s assessment of Intuit’s business continuity requirements and provide, for Intuit’s approval, a set of alternatives

for the development of a viable Intuit business continuity program, and the estimated fees associated with each alternative.
 
       (c)   Harland shall immediately provide Intuit with written notice of any service failure relating to this Addendum due to any of the events specified in the second paragraph of

Section 22 of the Supply Agreement or any other event beyond Harland’s reasonable control (each a “Force Majeure”) and shall use its best efforts to immediately
implement the Business Continuity Plan with regard to such failure.

 
       (d)   In the event of a Force Majeure, Vendor shall not charge Intuit any fees in excess of the fees set forth in this Addendum.
 
       (e)   Whenever a Force Majeure requires that Harland allocate limited resources between or among its customers, Intuit shall receive no less priority in respect to such

allocation than any of Harland’s other customers.

19.   RECORDS/AUDIT. Pursuant to Section 40 (d) of the Supply Agreement, Intuit shall have the full right to audit any and all documents, records or other paperwork of
Harland’s that they deem necessary or appropriate in order to validate Intuit charges or verify basis for cost savings sharing. This includes, but is not limited to, Harland’s costs
from suppliers and materials costs, and will be utilized to determine cost savings and cost sharing information. Harland will maintain accurate records with respect to the
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    information underlying any reports, payments required, and costs under the Supply Agreement and under this Addendum. Intuit may, upon no less than thirty (30) days prior
written notice to Harland, request an audit by an independent Certified Public Accountant mutually agreed to by both parties, of relevant records of Harland’s upon which such
reports are based during normal business hours. Harland shall remit payments or credits to Intuit for the full amount of any disclosed shortfalls. The audit rights set forth herein
shall continue for two (2) years following the termination of the Supply Agreement for any reason, or for such period as Harland continues to make revenue sharing payments
to Intuit, whichever is longer. No such audit may occur more than once a year during the Term.

 
20.   APPLICABILITY OF SUPPLY AGREEMENT. The following Sections of the Supply Agreement will not be applicable to the Addendum Products: 4 (Exclusivity and

Negotiation Rights); 15 (Bank File Maintenance); 16 (MICR Quality); 32 (Rights in Check Designs); 35 (Incentive Allowance); 36 (Marketing Allowance); 37 (Pricing
Incentive Provisions); and 44 (Inventory Buyback). Section 42 (Payment Terms) will be applicable to the Addendum Products; provided, however, that the P-TAP non-
imprintable Addendum Products will not receive the 2% discount for early payment, which products will be billed on a separate invoice from the other FSG products.

 
21.   This Addendum replaces and supercedes the Term Sheet. Except as specified in this Addendum, the Supply Agreement remains in full force and effect.

IN WITNESS WHEREOF, Intuit and Harland have executed and entered into this Addendum by their duly authorized representatives.

JOHN H. HARLAND COMPANY INTUIT INC.

By:  /s/ MARTIN E. KERNER   By:  /s/ LORRIE M. NORRINGTON

Printed Name:   Martin E. Kerner   Printed Name:   Lorrie M. Norrington

Title:   VP, General Manager   Title:   EVP, Small Business

Date:   September 6, 2002   Date:   October 11, 2002
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EXHIBIT A

Pricing for P-TAP Fulfillment Services and Products

         
Fulfillment Services   Price   Measure

   
Fill Presentation envelope orders and manage inventory.   [ * ]   per line item
Fill presentation folder orders and manage inventory.   [ * ]   per line item per box
Fill blank check stock orders and manage inventory.   [ * ]   per line item
Fill tax form orders and manage inventory.   [ * ]   Drop Shipped
Fill requests for catalogues and manage inventory.   [ * ]   per line item (includes [ * ])
Delivery costs   [ * ] unless otherwise noted.   
Receipt, Scrapping or Restocking of Items   [ * ]    

Note: Fulfillment costs will be included in the materials cost of the products in the invoices Harland provides for these products

                 
Product Costs   Price   Measure   Units   Price Per Units

       
Blank Check Stock                
Burgundy Blank Check Stock
Grey Blank Check Stock
Green Blank Check Stock
Blue Blank Check Stock  

[ * ]
[ * ]
[ * ]
[ * ]  

per individual item
per individual item
per individual item
per individual item  

[ * ]
[ * ]
[ * ]
[ * ]  

[ * ]
[ * ]
[ * ]
[ * ]

Tax Forms           [ * ]   [ * ]
1096 Laser Forms   [ * ]   per individual item   [ * ]   [ * ]
1099 MISC Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 MISC Lsr Fed Copy B   [ * ]   per individual item   [ * ]   [ * ]
1099 MISC Lsr Fed Copy C   [ * ]   per individual item   [ * ]   [ * ]
1099 INT Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 INT Lsr Fed Copy B   [ * ]   per individual item   [ * ]   [ * ]
1099 INT Lsr Fed Copy C   [ * ]   per individual item   [ * ]   [ * ]
1099 DIV Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 DIV Lsr Fed Copy B   [ * ]   per individual item   [ * ]   [ * ]
1099 DIV Lsr Fed Copy C   [ * ]   per individual item   [ * ]   [ * ]
1099 C Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 C Lsr Fed Copy B   [ * ]   per individual item   [ * ]   [ * ]
1099 C Lsr Fed Copy C   [ * ]   per individual item   [ * ]   [ * ]
1099 R Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 R Lsr Fed Copy B   [ * ]   per individual item   [ * ]   [ * ]
1099 Laser Acquisition — Copy A   [ * ]   per individual item   [ * ]   [ * ]
1098 Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1098 Lsr Fed Copy B   [ * ]   per individual item   [ * ]   [ * ]
1098 Lsr Fed Copy C   [ * ]   per individual item   [ * ]   [ * ]
1099 Laser Broker — Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 G Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 S Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 S Lsr Fed Copy B   [ * ]   per individual item   [ * ]   [ * ]
1099 S Lsr Fed Copy C   [ * ]   per individual item   [ * ]   [ * ]
1099 OID Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 PATR Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1098 E Lsr Fed Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 Double Window Envelope   [ * ]   per individual item   [ * ]   [ * ]
1099 R Double Window Envelope   [ * ]   per individual item   [ * ]   [ * ]

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the Securities and Exchange
Commission (the “SEC”). We omitted such portions from this filing and filed them separately with the SEC.

 



 

                 
Product Costs   Price   Measure   Units   Price Per Units

       
W-2 Double Window Envelope for 2 up   [ * ]   per individual item   [ * ]   [ * ]
W-2 Double Window Envelope for 3 up   [ * ]   per individual item   [ * ]   [ * ]
Envelopes For 4up W2s   [ * ]   per individual item   [ * ]   [ * ]
W-3 Laser Forms   [ * ]   per individual item   [ * ]   [ * ]
W-2 Laser Copy A   [ * ]   per individual item   [ * ]   [ * ]
W-2 Laser Copy B   [ * ]   per individual item   [ * ]   [ * ]
W-2 Laser Copy 2 or C   [ * ]   per individual item   [ * ]   [ * ]
W-2 Laser Copy City/State   [ * ]   per individual item   [ * ]   [ * ]
W-2 Laser Copy B, 2, C, 2 (4 up)   [ * ]   per individual item   [ * ]   [ * ]
W-2 Laser Copy B, 2, C (3 up)   [ * ]   per individual item   [ * ]   [ * ]
941 Laser Fed Copy   [ * ]   per individual item   [ * ]   [ * ]
941 B Laser Quarterly   [ * ]   per individual item   [ * ]   [ * ]
DE 6 Laser CA Quarterly   [ * ]   per individual item   [ * ]   [ * ]
DE 7 CA Quarterly   [ * ]   per individual item   [ * ]   [ * ]
Ohio SUTA UCO 2 QTS   [ * ]   per individual item   [ * ]   [ * ]
Texas SUTA C-4 Cont. Page   [ * ]   per individual item   [ * ]   [ * ]
940 EZ Laser   [ * ]   per individual item   [ * ]   [ * ]
5498 Laser IRA Copy A   [ * ]   per individual item   [ * ]   [ * ]
1099 MISC 3 pt   [ * ]   per individual item   [ * ]   [ * ]
1099 MISC 4 pt   [ * ]   per individual item   [ * ]   [ * ]
1099 MISC 5 pt   [ * ]   per individual item   [ * ]   [ * ]
1099 INT 3-pt   [ * ]   per individual item   [ * ]   [ * ]
1099 INT 4-pt   [ * ]   per individual item   [ * ]   [ * ]
1099 DIV 3-pt   [ * ]   per individual item   [ * ]   [ * ]
1099 DIV 4-pt   [ * ]   per individual item   [ * ]   [ * ]
1099 G 4 pt   [ * ]   per individual item   [ * ]   [ * ]
1099 PAIR   [ * ]   per individual item   [ * ]   [ * ]
1099 Acquisition 4-pt   [ * ]   per individual item   [ * ]   [ * ]
1099 B 3 pt   [ * ]   per individual item   [ * ]   [ * ]
1099 B 4-pt   [ * ]   per individual item   [ * ]   [ * ]
1099 Retirement 4 pt   [ * ]   per individual item   [ * ]   [ * ]
1099 R 6 pt   [ * ]   per individual item   [ * ]   [ * ]
1099 S 1-wide 3 pt   [ * ]   per individual item   [ * ]   [ * ]
1099 S 1-wide 4 pt   [ * ]   per individual item   [ * ]   [ * ]
1098 3 pt carbonless   [ * ]   per individual item   [ * ]   [ * ]
1098 4 pt carbonless   [ * ]   per individual item   [ * ]   [ * ]
1099 C 3 pt   [ * ]   per individual item   [ * ]   [ * ]
1096 2 pt   [ * ]   per individual item   [ * ]   [ * ]
Blank per paper 2-up   [ * ]   per individual item   [ * ]   [ * ]
Blank Perforated-3up   [ * ]   per individual item   [ * ]   [ * ]
Blank paper 4-up   [ * ]   per individual item   [ * ]   [ * ]
Blank per 4 up w/instructions   [ * ]   per individual item   [ * ]   [ * ]
Blank per paper 3-up   [ * ]   per individual item   [ * ]   [ * ]
Blank per 3-up w/instructions   [ * ]   per individual item   [ * ]   [ * ]
Blank per 1099 R 2 up   [ * ]   per individual item   [ * ]   [ * ]
W-2 corrected 6 pt   [ * ]   per individual item   [ * ]   [ * ]
W-2 1 wide 6 pt carbon mailer   [ * ]   per individual item   [ * ]   [ * ]
W-2 2 wide 6 pt mailer   [ * ]   per individual item   [ * ]   [ * ]
W-2 gambling 1 wide   [ * ]   per individual item   [ * ]   [ * ]
W-2 Twin 3-Part- A1D   [ * ]   per individual item   [ * ]   [ * ]
W-2 Twin 4-Part- A1D   [ * ]   per individual item   [ * ]   [ * ]
W-2 Twin 3-Part- B2C   [ * ]   per individual item   [ * ]   [ * ]
W-2 Twin 4-Part- B2C   [ * ]   per individual item   [ * ]   [ * ]

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the Securities and Exchange
Commission (the “SEC”). We omitted such portions from this filing and filed them separately with the SEC.

2



 

                 
Product Costs   Price   Measure   Units   Price Per Units

       
W-3 2 pt   [ * ]   per individual item   [ * ]   [ * ]
W-3 C Corrected 2 pt   [ * ]   per individual item   [ * ]   [ * ]
W-2 2 Wide 3-pt   [ * ]   per individual item   [ * ]   [ * ]
W-2 2 wide 4-pt   [ * ]   per individual item   [ * ]   [ * ]
W-2 1 wide 4-pt   [ * ]   per individual item   [ * ]   [ * ]
W-2 1 Wide 6 pt   [ * ]   per individual item   [ * ]   [ * ]
CA DE-6 2 pt   [ * ]   per individual item   [ * ]   [ * ]
CA DE-7 2 pt   [ * ]   per individual item   [ * ]   [ * ]
5498 Penfed IRA 3 pt   [ * ]   per individual item   [ * ]   [ * ]
941 1 wide 2 pt   [ * ]   per individual item   [ * ]   [ * ]
941 1 wide 3 pt   [ * ]   per individual item   [ * ]   [ * ]
941 B 1 wide 3 pt   [ * ]   per individual item   [ * ]   [ * ]
940 EZ Federal Copy 2 pt   [ * ]   per individual item   [ * ]   [ * ]
W-2 Laser copy B2c   [ * ]   per individual item   [ * ]   [ * ]
W2 Employee B C 2 1   [ * ]   per individual item   [ * ]   [ * ]
Ohio SUTA UCO-2QRS   [ * ]   per individual item   [ * ]   [ * ]
Laser 1098-T Copy A   [ * ]   per individual item   [ * ]   [ * ]
Laser 1098-T Copy A   [ * ]   per individual item   [ * ]   [ * ]
Lsr Tuition Payments Stmt   [ * ]   per individual item   [ * ]   [ * ]
LASER 1099-LTC Copy A   [ * ]   per individual item   [ * ]   [ * ]
TXC41-05 Texas Form C-4   [ * ]   per individual item   [ * ]   [ * ]
1099-C 1 Wide 3-Part   [ * ]   per individual item   [ * ]   [ * ]
Laser 1099-MSA Copy A   [ * ]   per individual item   [ * ]   [ * ]
Laser 5498 Copy A   [ * ]   per individual item   [ * ]   [ * ]
1999 Form 940 Laser   [ * ]   per individual item   [ * ]   [ * ]
Laser 941 Voucher   [ * ]   per individual item   [ * ]   [ * ]
Wisconsin SUTA UC-7827   [ * ]   per individual item   [ * ]   [ * ]
N.C. Suta NCUI-101B   [ * ]   per individual item   [ * ]   [ * ]
Laser 940 EZ   [ * ]   per individual item   [ * ]   [ * ]
Cont. 5498 MSA 3-Part   [ * ]   per individual item   [ * ]   [ * ]
1-wide 6-Part Mailer   [ * ]   per individual item   [ * ]   [ * ]
1099-OID 4-Part   [ * ]   per individual item   [ * ]   [ * ]
1099-S Magnetic Media   [ * ]   per individual item   [ * ]   [ * ]
1098E 3-Part Carbonless   [ * ]   per individual item   [ * ]   [ * ]
Cont. 1099 LTC 4-Part   [ * ]   per individual item   [ * ]   [ * ]
Cont. 1099 MSA 3-Part   [ * ]   per individual item   [ * ]   [ * ]
W2: 2-Wide 4-Part   [ * ]   per individual item   [ * ]   [ * ]
Continuous 941 Voucher   [ * ]   per individual item   [ * ]   [ * ]
Quicken Laser Invoice   [ * ]   per individual item   [ * ]   [ * ]
Resident Alien 5-Part   [ * ]   per individual item   [ * ]   [ * ]
Folders   [ * ]       [ * ]   [ * ]
FLB Folder   [ * ]   per individual item   [ * ]   [ * ]
FSB Folder   [ * ]   per individual item   [ * ]   [ * ]
FLG Folder   [ * ]   per individual item   [ * ]   [ * ]
FSG Folder   [ * ]   per individual item   [ * ]   [ * ]
FLH Folder   [ * ]   per individual item   [ * ]   [ * ]
FSH Folder   [ * ]   per individual item   [ * ]   [ * ]
FLR Folder   [ * ]   per individual item   [ * ]   [ * ]
FSR Folder   [ * ]   per individual item   [ * ]   [ * ]
TPR (Marine)   [ * ]   per individual item   [ * ]   [ * ]
TPH (Hunter)   [ * ]   per individual item   [ * ]   [ * ]
TFLG Folder   [ * ]   per individual item   [ * ]   [ * ]
TFLB Folder   [ * ]   per individual item   [ * ]   [ * ]

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the Securities and Exchange
Commission (the “SEC”). We omitted such portions from this filing and filed them separately with the SEC.
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Product Costs   Price   Measure   Units   Price Per Units

       
FSBL Folder   [ * ]   per individual item   [ * ]   [ * ]
FSGR Folder   [ * ]   per individual item   [ * ]   [ * ]
Envelopes   [ * ]       [ * ]   [ * ]
ESV8   [ * ]   per individual item   [ * ]   [ * ]
EF6   [ * ]   per individual item   [ * ]   [ * ]
EF6-SS   [ * ]   per individual item   [ * ]   [ * ]
EF9   [ * ]   per individual item   [ * ]   [ * ]
EF9-SS   [ * ]   per individual item   [ * ]   [ * ]
EOL   [ * ]   per individual item   [ * ]   [ * ]
EOL-SS   [ * ]   per individual item   [ * ]   [ * ]
EOP   [ * ]   per individual item   [ * ]   [ * ]
EOPL   [ * ]   per individual item   [ * ]   [ * ]
EOP-SS   [ * ]   per individual item   [ * ]   [ * ]
EOXL   [ * ]   per individual item   [ * ]   [ * ]
EOXP   [ * ]   per individual item   [ * ]   [ * ]
EXPAN   [ * ]   per individual item   [ * ]   [ * ]
15900   [ * ]   per individual item   [ * ]   [ * ]
15901   [ * ]   per individual item   [ * ]   [ * ]

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the Securities and Exchange
Commission (the “SEC”). We omitted such portions from this filing and filed them separately with the SEC.
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EXHIBIT B

Pricing for FSG Products and Fulfillment Services

         
Fulfillment   Price   Measure

   
Fill envelope orders and manage inventory   [ * ]   per line item
Fill storage box order and manage inventory   [ * ]   per line item
Fill forms, labels and miscellaneous orders and manage inventory   [ * ]   per line item
Fill requests for sample pack orders and manage inventory   [ * ]   *per line item (includes [*])
Fill requests for catalogues and manage inventory   [ * ]   *per line item (includes [*])
Delivery costs   { * ] unless otherwise noted.
Receipt, Scrapping or Restocking of Items   No Charge

Note: Fulfillment costs will be included in the materials cost of the products in the invoices Harland provides for these products

*   Fulfillment prices could change based on the cost of postage.
         
Product   Price   Measure

   
Envelopes        
Check Envelopes   [ * ]   per thousand
Forms Envelopes   [ * ]   per thousand
Self-Seal Check Envelopes   [ * ]   per thousand
Self-Seal Forms Envelopes   [ * ]   per thousand
Wallet Envelopes   [ * ]   per thousand
Wallet Plus Envelopes   [ * ]   per thousand
Marketing Materials        
Catalogues and Samples Pack   na   Supplied by Intuit
Certificates   na   Supplied by Intuit
Business Reply Envelopes (BRE’s)   [ * ]   per thousand
Storage Boxes        
Check Storage Box Blue   [ * ]   per item
Check Storage Box Green   [ * ]   per item
Check Storage Box Maroon   [ * ]   per item
Check Storage Box Purple   [ * ]   per item
Check Storage Box Yellow   [ * ]   per item
Multi-Purpose Storage Box Blue   [ * ]   per item
Multi-Purpose Storage Box Green   [ * ]   per item
Multi-Purpose Storage Box Maroon   [ * ]   per item
Multi-Purpose Storage Box Purple   [ * ]   per item
Multi-Purpose Storage Box Yellow   [ * ]   per item
Forms       per item
Continuous Forms Leaders (10-pack)   [ * ]   per package
Laser Forms Leaders (10-pack)   [ * ]   per package
Mailing Labels        
Continuous Labels (2000)   [ * ]   per package
Laser Labels (2000)   [ * ]   per package
Miscellaneous        
Rolodex Cards (500)   [ * ]   per package
Deposit Bags (25)   [ * ]   per package
Deposit Bags (100)   [ * ]   per package

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the Securities and Exchange
Commission (the “SEC”). We omitted such portions from this filing and filed them separately with the SEC.
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EXHIBIT C

Pricing for Micr Toner Products and Fulfillment Services

         
Product   Price   Units

   
Fill micr toner orders (drop shipped)   [ * ]   Drop shipped from supplier
Delivery costs   [ * ] unless otherwise noted.    

    REMANUFACTURED      
                   
            Price/Item with

Cosmos #   COMPATIBILITY   Price/Item for Product  Fulfillment Charge

     
07MICR   HP II, IID, III, IIID (2, 2D, 3, 3D)   [ * ]   [ * ]
07MICR4R   HP LaserJet 4, 4+, 4M, 4M+, 5, 5M, 5N, 5se   [ * ]   [ * ]
    HP IIISi, 3Si, 4Si, 4 SiMX   [ * ]   [ * ]
    HP 4L, 4ML, 4P, 4MP   [ * ]   [ * ]
    HP 4000 Series (T, N, TN), 4050 Series   [ * ]   [ * ]
    Jumbo HP 4000 (T, N, TN), 4050 Series   [ * ]   [ * ]
    Jumbo HP 4100 Series   [ * ]   [ * ]
    HP LaserJet 4V, 4MV   [ * ]   [ * ]
    HP LaserJet 5P, 5MP, 6P, 6Pse   [ * ]   [ * ]
    HP 5L, 6L, 6Lse, 3100 (se, xi), 3150 (se, xi)   [ * ]   [ * ]
    HP 5Si, 5SiMX, HP8000 Series (N, DN)   [ * ]   [ * ]
    HP 5000   [ * ]   [ * ]
    HP 1100 Series (se, xi, A)   [ * ]   [ * ]
    HP 2100, 2200 Series (se, N, M, TN)   [ * ]   [ * ]
    HP 8100, 8150 Series (N, DN)   [ * ]   [ * ]
    Jumbo HP LaserJet 4, 4+, 4M, 4M+, 5, 5M, 5N, 5se   [ * ]   [ * ]
    HP 1200   N/a   n/a

    NEW      
                   
            Price/Item with
Cosmos #   COMPATIBILITY   Price/Item for Product  Fulfillment Charge

     
07MICRN   HP II, IID, III, IIID (2, 2D, 3, 3D)   [ * ]   [ * ]
07MICRPN   HP IIP, IIP+, IIIP (2P, 2P+, 3P)   [ * ]   [ * ]
07MICR4   HP LaserJet 4, 4+, 4M, 4M+, 5, 5M, 5N, 5se   [ * ]   [ * ]
07MICRSI   HP IIISi, 3Si, 4Si, 4 SiMX   [ * ]   [ * ]
07MICRL   HP 4L, 4ML, 4P, 4MP   [ * ]   [ * ]
07M4000   HP 4000 Series (T, N, TN), 4050 Series   [ * ]   [ * ]
07M4000H   Jumbo HP 4000 (T, N, TN), 4050 Series   [ * ]   [ * ]
07M4100H   Jumbo HP 4100 Series   [ * ]   [ * ]
07M4100   HP 4100 Series   [ * ]   [ * ]
07MICR4V   HP LaserJet 4V, 4MV   [ * ]   [ * ]
07MICR5P   HP LaserJet 5P, 5MP, 6P, 6Pse   [ * ]   [ * ]
07MICR5L   HP 5L, 6L, 6Lse, 3100 (se, xi), 3150 (se, xi)   [ * ]   [ * ]
07MICR5I   HP 5Si, 5SiMX, HP8000 Series (N, DN)   [ * ]   [ * ]
07M5000   HP 5000   [ * ]   [ * ]
07M1100   HP 1100 Series (se, xi, A)   [ * ]   [ * ]
07M2100   HP 2100, 2200 Series (se, N, M, TN)   [ * ]   [ * ]
07M8100   HP 8100, 8150 Series (N, DN)   [ * ]   [ * ]
07MICR4H   Jumbo HP LaserJet 4, 4+, 4M, 4M+, 5, 5M, 5N, 5se   [ * ]   [ * ]
07M1200   HP 1200   [ * ]   [ * ]

*   We have requested confidential treatment for certain portions of this document pursuant to an application for confidential treatment sent to the Securities and Exchange
Commission (the “SEC”). We omitted such portions from this filing and filed them separately with the SEC.
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EXHIBIT D

                                                         
FSG — MONTHLY PERFORMANCE SCORECARD

Inventory Management 20% Category Weight Overall Score:

Metric Weight Factor Performance Scale Score Weighted Score Who Measures

      100      Exceeds(5)     Meets(3)       Doesn’t Meet(0)                        
Cycle Count Accuracy %     12              95.0%                               Wright  
Number of Items Out-of-

Stock/Backordered »24 hours     29              0 Products                               Wright  
Days Out-of-

Stocks/Allocations/Backorders
»24 hours

   
29

             
3 Days

                             
Wright

 

Incoming Products % Meeting QA
Receipt Inspections     22              95.0%                               Wright  

Inventory Turns (Monthly)     TBD              TBD                               TBD  
Forecast Variance     8              less/greater than 20%                              Wright/Harland 
                                                         
Fulfillment 20% Category Weight

Metric Weight Factor Performance Scale Score Weighted Score Who Measures

      100      Exceeds(5)     Meets(3)      Doesn’t Meet(0)                        
Line Item Fill Rate %     40              95.0%                              Harland/FSG 
Line Item Accuracy % According

to Outgoing QA Process     60              99.0%                              Harland 
                                                         
Delivery 20% Category Weight

Metric Weight Factor Performance Scale Score Weighted Score Who Measures

      100      Exceeds(5)     Meets(3)      Doesn’t Meet(0)                        
On-Time Delivery % (based on

carrier objectives)     12              97.0%                              Harland/Carrier 
On-Time Delivery % (based on

Promise Date in COSMOS)     44              99.0%                              FSG 
Claims for

Over/Under/Damaged/Loss %     44              2.0%                              Harland 
Total TAT (from order receipt to

delivery)     TBD              TBD                              FSG/Harland 
                                                         
Systems Effectiveness 10% Category Weight

Metric Weight Factor Performance Scale Score Weighted Score Who Measures

      100      Exceeds(5)     Meets(3)      Doesn’t Meet(0)                        
System Up Time %     20              99.0%                              Harland 
Ship Status Completion % in

COSMOS     80              99.0%                              FSG/Harland 
                                                         
Product Cost Reduction 20% Category Weight

Metric Weight Factor Performance Scale Score Weighted Score Who Measures

      100      Exceeds(5)     Meets(3)      Doesn’t Meet(0)                        
Product Cost Reduction %     100              1.0%                              Harland/FSG 
                                                         
Operations 10% Category Weight

Metric Weight Factor Performance Scale Score Weighted Score Who Measures

      100      Exceeds(5)     Meets(3)      Doesn’t Meet(0)                        
OC Hold Times % — 1st Call     10              95.0%                              FSG/Harland 
Critical Printer Reruns/Reships %     25              0.5%                              FSG/Harland 
Non-Critical Printer

Reruns/Reships %     25              0.5%                              FSG/Harland 
Cross Shipments     25              0.005%                              Harland 
Invoicing Accuracy %     10              99.0%                              FSG 
Call Center Support %     5              80.0%                              Harland 

 



 

DEFINITIONS

INVENTORY MANAGEMENT

Cycle Count Accuracy % — Number of items recorded in the monthly cycle count as it compares to the number of items on the warehouse inventory system report

Number of Items Out-of-Stock/Backordered — Number of products out of stock/backordered over 24 hours during the month

Days Out-of-Stocks/Allocations/Backorders — Weighted average number of days out of stock over 24 hours weighted by number of line items out of stock over 24 hours for the
month

Incoming Products % Meeting QA Receipt Inspections — Total number of items received in warehouse meeting incoming QA specs as a percentage of the number of items
received

Inventory Turns (Monthly) — Number of times the entire inventory for a item turns in the period of one month

Forecast Variance — The actual number of orders received for all products within a month in comparison to the cumulative sum of the monthly forecasts for all products

FULFILLMENT

Line Item Fill Rate % — Total number of line items produced as a percentage of the total number of line items received from OSI within 48 hours for all items

Line Item Accuracy % According to Outgoing QA Process — This is Harland’s “Void Rate”. Total number of line items shipped which meet the outgoing QA specifications as a
percentage of the total number of line items

DELIVERY

On-Time Delivery based on carrier objectives — Total number of line items delivered on-time as compared to the total number of line items delivered
     “On-Time” determined by carrier’s objectives

On-Time Delivery based on promise date — Total number of line items delivered by promise date in COSMOS as compared to the total number of line items delivered
     “On-Time” determined by promise date

Claims for Over/Under/Damaged/Loss — Total number of claims by line items submitted as a percentage of the total number of line items shipped

Total TAT (from order receipt to delivery) — Number of hours between receipt of the line item request from the customer through delivery

SYSTEMS EFFECTIVENESS

System Up Town — Total number of working hours any system at Harland is available and working properly as a percentage of the number of total production hours
     This does not include the times that any Intuit system impacts a Harland system and makes it unavailable

Ship Status Completion % in COSMOS — Total number of line items which feed correctly through OSI into COSMOS with correct ship status as a percentage of the total
number of line items shipped

Product Cost Reduction

Product Cost Reduction — % of costs saved of the total invoiced costs from Harland for FSG products and services due to improved processes, more competitive materials and
service costs, improved operations, etc.

OPERATIONS

OC Hold Times — Total number of line items that are resolved within the contracted time as a percentage of the total number of line items with call outs to customers
     Metrics are 24 hours for the first call in the Supplier Agreement

Critical Printer Reruns/Reships % — Total number of printer reruns as a percentage of all FSG items produced within a one month period
     These critical measures are currently being defined

Non-Critical Printer Reruns/Reships % — Total number of printer reruns as a percentage of all FSG items produced within a one month period
     These critical measures are currently being defined

Cross-Shipments — Total number of line items delivered incorrectly to the wrong customer as a percentage of the total number of line items delivered

Invoicing Accuracy % — Number of invoices that need correction as a percentage of the total number of invoices

Call Center Support — Number of calls from Intuit representatives answered within 30 seconds or less as a percentage of the total calls received
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EXHIBIT E
BASIC SECURITY REQUIREMENTS FOR CUSTOMER DATA

Definitions

     For the purposes of this Exhibit, the following definitions shall apply.
     
  Personally-Identifiable Information: Information that identifies or can be used to identify, contact, or locate the person to whom such information pertains. It includes, without

limitation, the following information:
          
  Secret Information: Information that is used to protect other Personally-Identifiable Information. Generally, Secret Information is not disclosed to outside parties under any

circumstances. Secret Information includes customer passwords, private encryption keys, and private signature keys.
 
  Sensitive Information: Any information that could be misused in such a way as to jeopardize the financial or legal position of its owner, or of the person or company

described by the information. Sensitive Information includes customer account numbers, Social Security numbers, taxpayer identification numbers, credit card numbers,
customer account balances, customer financial information and transactional activity, medical records, and legal records.

 
  Restricted Information: Information that is not Secret or Sensitive, but whose permissible use has been restricted by its owner. Restricted information includes customer

names, customer street or e-mail addresses, customer telephone numbers, and records of customer services and other data relating to the products and services offered,
received, or purchased by customers of Intuit or the Company.

A.   Controlling Access to Personally-Identifiable Information

       1.   Access to Personally-Identifiable Information stored on Company’s systems must not be granted to members of Company’s staff, subcontractors, or other agents, unless all
of the following conditions are met:

         a)   The staff member, subcontractor, or other agent requesting the access can be uniquely identified (e.g., by a unique User ID), with the exception of “root” password
access provided by the Company to its core system administration team;

 
         b)   The staff member, subcontractor, or other agent requesting the access has entered a correct password or other authorizing token to indicate that he/she is the

authorized user of this account. If passwords are the only method used for authentication, they must satisfy certain minimal standards mutually agreeable to Intuit and
Company that make them sufficiently robust to effectively resist both educated guessing and brute-force attacks. It is recommended that passwords be a minimum of
8 characters in length, contain mixed upper- and lower-case characters and non-alphabetic characters, and be changed every 90 days.

 
         c)   In all cases, access permissions must be established in a manner that allows only for the minimum access level(s) required for each staff member, subcontractor, or

other agent to perform his or her job function. The ability to read, write, modify or delete Personally-Identifiable Information must be limited to those individuals
who are specifically authorized to perform those data maintenance functions.

 
         d)   Whenever Personally-Identifiable Information is modified, the date, time, and requestor must be recorded in a log file.

       2.   Personally-Identifiable Information stored on Company’s systems must be stored behind firewalls with access to such information limited as described in paragraph A.1.
 
       3.   It is recommended that Secret Information never be stored in clear text on Company’s systems. At a minimum, it is recommended that financial services industry-standard

encryption techniques be employed to safeguard Secret Information in Company’s systems from retrieval by unauthorized persons. Whenever possible, it is recommended
that message digest algorithms such as SHA-1 or MD5 be used to hash and verify the user’s password, and that “salt” be added to the input string prior to encoding to make
it unlikely that the same password text chosen by different users will yield identical encodings.

 
       4.   Passwords used by Company’s customers are not required to conform to the password standards described in paragraph A.1.b; however, Company must not provide any of

its customers with access to Personally-Identifiable Information other than that which pertains to such customer, except as permitted in writing by the affected person or as
otherwise required by law.

 
       5.   Procedures must be in place to modify or revoke access permissions to Personally-Identifiable Information when staff members leave the Company or when their job

responsibilities change.
 
       6.   Printed material that contains Personally-Identifiable Information must be stored in secured areas to which access is limited to those staff members who have a business

need to access it. It must also be disposed of in a secure manner. Whenever possible, it is recommended that secure disposal alternatives such as on-site shredding prior to
recycling or placement in publicly-accessible locked trash bins with subsequent off-site shredding by a licensed contractor be implemented.

B.   Transmitting Personally-Identifiable Information

       1.   Unless restricted by law, or as discussed in paragraph D.1, Company must not electronically transmit Secret or Sensitive Information over publicly-accessible networks
without using 128-bit SSL or another mechanism that affords similar or greater security and confidentiality. If legal restrictions limit the use of 128-bit SSL encryption
technology, Company must use the strongest encryption technology permitted.
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       2.   Personally-Identifiable Information must never be passed in a URL (e.g., using a Get method) in a manner that potentially exposes the information to third parties and
causes such information to appear in log files.

C.   Maintaining a Secure Environment

       1.   To protect the accuracy and integrity of Personally-Identifiable Information, all such data stored in electronic form must be backed up regularly (no less often than weekly),
and the backups stored in secure, environmentally-controlled, limited-access facilities.

 
       2.   Company must use commercially-reasonable efforts to install any security-related fixes identified by its hardware or software vendors, if the security threat being addressed

by the fix is one that significantly threatens the privacy or integrity of any Personally-Identifiable Information covered by this Agreement. Such upgrades must be made as
soon as they can safely be installed and integrated into Company’s existing architecture and systems.

 
       3.   Intuit may, from time to time, advise Company of recent security threats that have come to its attention, and require Company to implement specific modifications to its

software, policies, or procedures that may be necessary to counter these threats. Company must implement these modifications within a mutually-agreeable time, or must
obtain written permission from Intuit to take some other commercially-reasonable course of action to preserve the privacy and integrity of any Personally-Identifiable
Information.

 
       4.   Company must immediately notify the Intuit Security SPOC (see below) if it knows or suspects that Personally-Identifiable Information has been compromised or disclosed

to unauthorized persons, or if there has been any meaningful or substantial deviation from the requirements of this Exhibit.
 
       5.   Notwithstanding the minimum standards set forth in this Exhibit, Company must use commercially-reasonable efforts to monitor and periodically incorporate reasonable

industry-standard security safeguards.

D.   Electronic Mail

       1.   Company must not send any Secret Information in an e-mail message over publicly-accessible networks unless the e-mail is encrypted using a previously-approved
encryption mechanism or is otherwise made secure with an approach that has been mutually agreed upon in advance by Intuit and Company. It is recommended that
Company not send any Sensitive or Restricted Information in an e-mail message over publicly-accessible networks unless the e-mail is encrypted or otherwise secured as
described above.

 
       2.   Company and its subcontractors and agents must not reveal the Personally-Identifiable Information of one customer to any other customer or other third party, in any e-mail

or other communication,, except as permitted in writing by the affected person, as deemed appropriate in light of the interests of the affected person, or as otherwise
required by law.

E.   Reviews, Audits, and Remedies

       1.   Upon 14 days’ prior written notice to Company, Intuit (or its agent) may enter Company’s premises and inspect such of Company’s books, records, facilities and computer
systems as Intuit and Company shall mutually agree is necessary to ensure that Company complies with the terms and conditions of this Exhibit. Intuit or its agent shall
comply with Company’s standard policies and procedures that apply to third party companies that have access to Company’s premises, and Intuit or its agent shall access
Company’s premises during Company’s normal business hours.

 
       2.   Notwithstanding any cure period in this Agreement to the contrary, Intuit, at Intuit’s reasonable discretion, may require correction of any demonstrated problem that

significantly threatens the security of Personally-Identifiable Information within a shorter period of time. Intuit shall provide written notice of the problem to Company, and
Company must immediately take appropriate steps to correct the problem. If Company fails to correct any demonstrated security problem within a commercially-reasonable
time, factoring in the work that must be completed to address the problem, and resulting in the material disclosure or threatened disclosure of Personally-Identifiable
Information, Intuit may instruct Company to take such interim measures as are necessary to protect Personally-Identifiable Information. If Company fails or refuses to take
such interim and/or permanent measures which are necessary to prevent the material disclosure of Personally-Identifiable Information within a commercially reasonable
time, Intuit may terminate any and all affected agreements between Intuit and Company for cause.

F.   Compliance with U.S. Laws and Regulations
 

    Company shall comply with all applicable federal, state, and local laws and regulations.
 
G.   Changes to Requirements
 

    Intuit may, in its sole discretion, amend these requirements from time to time, as required by law or otherwise.
 
H.   Contact Information
 

    The primary business contact person for each party under this Agreement shall designate a primary and an alternate single point of contact for security issues for such party (a
“Security SPOC”) and provide mail, email, telephone, home telephone, and pager or portable telephone contact information for such persons. Both parties agree that either the
primary or alternate Security SPOC will be available at all times (“24/7/365”). Such designation and information must be given in writing to the other party within ten (10)
business days after the effective date of the Agreement. Any updates to the same shall be given promptly in writing to the other party.
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EXHIBIT F
PRIVACY POLICY FOR PARTNERS

INTUIT INC.
PRIVACY POLICY FOR PARTNERS

In addition to the obligations under the Agreement between Intuit and its Partner, Intuit requires that its Partners comply with certain policies in order to safeguard the
confidentiality of Personally Identifiable Information relating to Intuit’s customers. For this reason, Intuit has adopted the following Privacy Policy for Partners that must be
adhered to as a condition of Partners doing business with Intuit.

The Privacy Policies for Partners are intended to apply only to Intuit’s business conducted in the United States. All Partner agreements and amendments that become effective on or
after April 3, 2000, must incorporate this Privacy Policy for Partners.

Definitions

•     Partner — For the purpose of this document only, a “Partner” is any third party that has a contractual agreement to provide marketing, products or services to Intuit or Intuit’s
customers, and/or has access to Personally Identifiable Information. Except as expressly stated in this Policy, this Policy shall not be interpreted or construed to create an
association, agency, joint venture or legal partnership between Intuit and such third parties or to impose any liability attributable to such a relationship upon either party. Neither
party shall have any right, power or authority to enter into any agreement for or on behalf of, or incur any obligation or liability of, or to otherwise bind the other party.

 
•     Intuit Customer — Users who view Intuit-owned/controlled Web sites, register at Intuit-owned/controlled Web sites, order or use Intuit products, services or software trials.

Pursuant to specific Intuit-Partner agreements, a Partner may have particular rights to use Personally Identifiable Information.

      •    Personally Identifiable Information — For the purpose of this document, Personally Identifiable Information relates to information about Intuit Customers that, among other
things, identifies or can be used to identify, contact, or locate the person to whom such information relates. Personally Identifiable Information includes, but is not limited to
name, address, phone number, fax number, email address, social security number and credit card information. To the extent unique information (which by itself is not
personally identifiable), such as a personal profile, unique identifier, and IP address is associated with Personally Identifiable Information, then such unique information will
also be considered Personally Identifiable Information. Personally Identifiable Information does not include information that is collected anonymously or demographic
information not connected to an identified individual, provided that certain types of such non-identifiable information may still be subject to restrictions on use and
disclosure by law, e.g., tax return information. Partners’ General Responsibilities

Partners’ General Responsibilities

      •    Partners must agree to comply with this Privacy Policy for Partners and to clearly communicate and enforce this Policy among their employees, agents and any third parties
used to perform any of the Partners’ obligations under their Agreement with Intuit or this Policy.

•     Partners shall treat Personally Identifiable Information as confidential and proprietary information of Intuit and to protect it from disclosure to any third party (that is not an
agent of the Partner contracted to do work pertaining to the Agreement), subject to this Policy, their Agreement with Intuit, and otherwise required by law.

      •    Partners shall limit their collection and use of Personally Identifiable Information to the expressed business purpose(s) set forth in the relevant Agreement(s)
between the Partners and Intuit.

 
      •    Partners shall employ appropriate security measures to maintain the integrity and confidentiality of Personally Identifiable Information, and take reasonable

precautions to protect it from loss, misuse or accidental or unauthorized access or alteration.

•     Partners shall ensure that only authorized employees and agents, who are trained in the proper handling of Personally Identifiable Information and who are subject to
obligations to maintain the confidentiality and restricted use of such information, have access to Personally Identifiable Information.
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•     Partners must transmit Personally Identifiable Information in a secure manner and store it in a secure environment.
 
•     Except where Personally Identifiable Information is “co-owned,” or the customer provides Personally Identifiable Information to the Partner without restriction, Partners shall

not rent, sell, or otherwise disclose Personally Identifiable Information. In those circumstances where Partners “co-own” Personally Identifiable Information, or the customer
provided such information to the partner without restriction, Partners may rent, sell, or otherwise disclose Intuit Personally Identifiable Information only if they provide a
method for Intuit Customers to “opt out” of such activity (see Opt Out Choice below).

 
•     Intuit encourages its Partners to adopt privacy policies and practices (beyond what is covered here in this Policy) at least as protective as those used by Intuit.
 
•     Partners shall comply with applicable law in their use and disclosure of all information provided to them by Intuit, whether or not such information falls within the definition of

Personally Identifiable Information.
 
•     Partners who collect Personally Identifiable Information related to Intuit customers shall identify to customers the organization(s) collecting this Information and describe to

customers how this Information will be used.

Suppression

•     Intuit maintains in-house suppression file(s) that include Personally Identifiable Information relating to those individuals who have indicated the circumstances under which
they may not want to be contacted or solicited by Intuit. Partners who work on Intuit’s behalf, i.e. outsourcers or vendors, shall comply with Intuit’s policies relating to the use
of such suppression file(s) to suppress names and addresses in the services they perform and the databases they use, maintain, and/or manage on behalf of Intuit.

 
•     Except where Personally Identifiable Information is “co-owned,” Partners shall not use Personally Identifiable Information maintained in Intuit’s in-house suppression files.
 
•     Partners who conduct mail solicitation to prospective customers on behalf of Intuit shall utilize the Direct Marketing Association’s Mail Preference Service.

Telemarketing

•     Partners who conduct telemarketing activities on Intuit’s behalf shall comply with all applicable laws and regulations including “Do Not Call” laws.
 
•     Partners who conduct telemarketing activities on Intuit’s behalf shall comply with Intuit’s Do Not Call Policy (attached).
 
•     Partners who conduct telemarketing activities on behalf of Intuit shall employ the Direct Marketing Association’s Telephone Preference Service, as well as any applicable

federal and/or local/state-managed preference services when phoning prospective customers.

Fax

•     Partners who work on Intuit’s behalf to conduct fax activities shall comply with all applicable laws and regulations relating to fax marketing activities.
 
•     Partners who work on Intuit’s behalf to conduct fax activities shall not send any unsolicited facsimile to any recipient who does not have a prior business relationship with

Intuit, unless the recipient has given Intuit prior express permission to receive such a facsimile.
 
•     Partners who work on Intuit’s behalf to conduct fax activities to prospective Intuit customers shall include the date and time of transmission, and the name and telephone

number of Intuit, or Partner working on Intuit’s behalf, as well as notice of how to opt-out of future facsimile communications.

Email

•     Partners who conduct email marketing activities on Intuit’s behalf shall not send unsolicited email to any recipient who does not have a preexisting relationship with Intuit or
who has not consented to receive such email. Consent from a prospective customer is considered to be given when such a prospect opts in to receiving communications from
Intuit or
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      opts in to a program where the prospect chooses to receive communications from companies like Intuit, i.e. companies engaged in financial services. Marketing email sent on
Intuit’s behalf shall contain notice of how to opt-out of future marketing email communications.

Opt Out Choice

•     Intuit customers may choose their contact preferences for the manner in which Intuit will use Personally Identifiable Information. Partners that provide products or services on
Intuit’s behalf must agree to employ procedures in a timely manner to honor these preferences.

 
•     Partners that provide co-branded Web sites with Intuit, shall give customers of the co-branded Web site the opportunity to choose their preferences for the manner in which the

co-branding Partner will use Personally Identifiable Information for marketing and list rental purposes.
 
•     Partners, to whom Intuit refers Intuit Customers, or provides Personally Identifiable Information, shall give customers the opportunity to choose their preferences for the

manner in which the Partner will use Personally Identifiable Information for marketing and list rental purposes.

Reviews

•     Partners that provide products or services on Intuit’s behalf, i.e. outsourcers or vendors, shall reasonably cooperate with Intuit so as to allow Intuit to verify their compliance
with Intuit’s Privacy Policies for Partners and shall allow Intuit to audit their records and practices to determine compliance with such Policy.

 
•     All Partners must be able to demonstrate compliance with these policies.

Ad Servers

Intuit hires companies that serve ads on Intuit’s Web sites; these companies are known as ‘ad servers’.

•     Intuit shall not disclose Personally Identifiable Information, which Intuit collects, to ad servers.
 
•     Ad servers shall offer an opt-out mechanism to customers, that when used, will prohibit ad servers from associating Personally Identifiable Information with customers’

anonymous customer profile.
 
•     Intuit shall have the option of disclosing the ad server by name in its privacy statement(s) along with links to the ad server’s privacy statement and opt-out mechanism(s).

When an Intuit Customer Becomes a Partner’s Customer

•     Intuit’s Web sites may include services or information provided by Partners, for example, insurance companies. Intuit is not responsible for any information provided to or
transactions entered into by customers with such Partners. In the event Intuit’s Web site customers provide information or engage in transactions with such Partner, the terms
governing the collection and use of any Personally Identifiable Information provided in connection therewith shall be governed by the terms of such Partner’s privacy policies
and/or practices, and Intuit shall have no liability therefore.

 
•     Pursuant to an Intuit-Partner agreement, Intuit and the Partner may independently control Personally Identifiable Information. In such cases, the Partner’s privacy policies apply

to the Partner’s practices.

Marketing to Children

Intuit’s Web sites are not intended for children (ages 13 and under) nor does Intuit knowingly collect personal data from children. Partners may not market Intuit’s site to their
customers who may be children, nor link Intuit sites to those intended for children.

Compliance with U.S. Laws and Regulations

Partners shall comply with all applicable federal, state, and local laws and regulations.

Policy Changes

Intuit may, in its sole discretion, amend this policy from time to time, as required by law or otherwise.
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EXHIBIT G

INTUIT PACKAGE HANDLING REQUIREMENTS

The following Intuit Package Handling Requirements shall apply to Harland, its subsidiaries and third party vendors (hereinafter, “Company”) in connection with one or more
related service agreements involving the handling of Intuit mail and packages.

The accurate, timely, and proper handling of incoming and outgoing mail and packages are absolutely essential to each party’s business. To ensure that incoming Intuit mail and
packages, including, but not limited to, Intuit Customer orders/returns and Intuit/Company vendor orders (“Intuit Materials”) are properly handled, all accesses to, uses of, and
processing of Intuit’s Materials must be consistent with the package handling requirements, related procedures, and guidelines which are attached below as Attachment A. Company
and Intuit shall comply with the Intuit Package Handling Requirements (as amended from time to time). Upon notice of an amendment, Company shall comply with such
amendments to the Intuit Package Handling Requirements as soon as reasonably possible (not to exceed 30 days) based on the importance of the amendment and the severity of the
issues that are addressed by the amendment.

Company shall establish and maintain its own organization-wide information security policies, standards, guidelines and procedures, which shall meet or exceed the requirements
set forth in the Intuit Package Handling Requirements.

Company shall promptly conduct investigations of any breaches of such Intuit Package Handling Requirements, and shall take steps to remedy and prevent such breaches. Company
shall take such further actions as it deems necessary to ensure the proper handling of the Intuit Materials to which it has possession, access or control.

 



 

Attachment A:
Package Handling Requirements

A. Controlling Access to Intuit Materials

Authorization processes must be employed to control Company’s staff, subcontractors, or other agents’ access to Intuit Materials. These processes must at a minimum identify the
staff, subcontractor or other agent and record their entry while on the Company premises, e.g., by the use of a personally identifiable time card or an electronic identification badge.

Procedures must be in place to modify or revoke access permissions to Intuit Materials when staff members leave the Company or when subcontractors, or other agents cease doing
business with the Company.

A public records check to ascertain evidence of criminal background, including identity verification, e.g., by verifying social security number and date of birth, must be run on all
current and future Company staff, subcontractors or other agents who have access to Intuit materials. To the extent allowed by applicable law, background check results must be
taken into account so as to reasonably ensure the security and integrity of Intuit Materials.

The Company currently maintains card access security systems at those locations that would receive and handle Intuit Materials, providing a controlled environment for access to
those materials. The current access systems and procedures must satisfy this requirement regarding access to materials, with the exception of the background check requirement.

B. Storing and Transporting Intuit Materials

Reasonable procedures must be employed to limit access to and secure Intuit Materials when in storage. These processes must be documented and submitted to Intuit as part of the
Company’s overall Security Plan.

The Company must transport Intuit Materials in a manner that is designed to prevent unauthorized access to those Materials and provide for loss or tamper awareness.

The Company’s current transportation and storage procedures for mail and package processing and delivery must satisfy the above requirements. Intuit must be promptly notified of
proposed changes to the Company’s current policies and practices with regard to transportation and storage procedures for Intuit materials. In addition, Company shall ensure that
Intuit is promptly notified in the following instances:

       1.   Change in Company vendors or operating methods
 
       2.   Evidence of mail tampering external to Company and its vendors

C. Maintaining a Secure Environment

Access to Company facilities must be controlled, e.g., by electronic systems, security guards, receptionists or closed-circuit cameras at all entrances, visitor controls, and delivery
truck/driver controls. The Company’s current card access and visitor control systems must satisfy the above requirements. Intuit must be notified of proposed changes to the
Company’s current policies and practices with regard to facility access.

 



 

All incoming supplies of goods and materials that may potentially affect Intuit Materials must be checked for compliance with production orders and shipping manifests and
appropriate action taken if these supplies are not compliant.

Intuit may, from time to time, advise Company of recent security threats that have come to its attention, and require Company, at Intuit’s sole expense, to implement specific
modifications to its policies or procedures that may be necessary to counter these threats. Company must implement these modifications within a mutually-agreeable time, or must
obtain written permission from Intuit to take some other course of action to ensure that the security of Intuit’s materials/packages is preserved.

Notwithstanding the minimum standards set forth in this Agreement, Company must monitor and periodically incorporate reasonable direct mail industry-standard security
safeguards.

No scrap, overruns, nor returned Intuit Materials can be destroyed or disposed of without the pre-approval of Intuit. The Company’s current practices for shredding and/or disposal
of all scrap, overruns, and returned material are considered satisfactory for this requirement and this agreement serves as pre-approval for the use of these practices for the
destruction and disposition of all Intuit materials.

The Company’s current manufacturing processes and procedures are considered sufficient to limit dust resulting from production operations in Intuit Materials.

D. Handling Suspicious mail/packages by Company

Management Actions

1. Process Implementation

a. Company shall ensure that process controls are implemented to ensure that mail is secured when not being handled.

b. Company shall ensure that physical barriers are implemented, including but not limited to, secured or separate space for mail handling, the ability to isolate or shut down HVAC
systems in the event of a suspected contamination, and controls to prevent the unauthorized tampering to mail and sorting systems.

c. Company shall ensure that employees are trained to recognize harmful agents, including but not limited to, chemicals, explosives, and inappropriate foreign matter.

d. Company shall ensure appropriate incident response, including but not limited to, a documented process to quickly response to and mitigate the danger, providing escalation and
alternate work recovery strategies as appropriate.

2. Preplanning

Parties acknowledge that proper handling of suspicious mail/packages is necessary to the success of each parties’ businesses. Company mail and distribution management, in
concert with the site corporate services manager, and corporate security should ensure the following precautions are in place:

 



 

      •    Ensure all individuals working in the mail and distribution area receive training in the below listed “Precautionary Procedures for Suspicious mail/packages”, as may be
amended by Intuit from time to time.

 
      •    Identify all up stream service providers and how the mail and packages are handled. This would include the location of the postal distribution center, couriers, and delivery

companies.
 
      •    Maintain a secure environment for the mail and distribution center. Access should be limited to those working in the area.
 
      •    Maintain a clean housekeeping environment. Dust and other by-products of mail handling should be vacuumed on a daily basis.
 
      •    Ensure containers (mail trays and other) are clean and free of foreign matter prior to use.

3. PRECAUTIONARY PROCEDURES FOR SUSPICIOUS MAIL/PACKAGES

Company shall inform Company employees of the following procedures listed below and use best efforts to require their compliance if a suspicious or unidentified substance is
found in mail/packages. There are three classes of incident.

     CLASS 1: Discovery of a suspicious or unidentified substance of unknown origin

     CLASS 2: Release of a suspicious or unknown substance from a shipping container
     CLASS 3: Release of an unknown substance by a person acting in a suspicious or threatening manner

CLASS 1 INCIDENTS

Discovery of a suspicious or unidentified substance of unknown origin

What to do:

IF YOU FIND A SUSPICIOUS OR UNKNOWN SUBSTANCE, DO NOT PANIC. Most substances found in the workplace turn out to be normal, everyday materials that someone
has spilled by accident and are not dangerous.

Do not inhale; briefly examine the area to locate the possible source of the substance.

If you cannot identify the substance or its source move away from it and instruct others present to isolate the immediate area.

If the substance is clearly spreading, take action to limit its movement. Close doors and windows to confine it if possible. Turn off any fans or other devices that might cause it to
spread. If there is a possibility that it might move into an air vent, turn off the Heating, Ventilation, or Air Conditioning (HVAC) system. Designate the location of the HVAC
controls in the building, and the individuals authorized to shut it down. If there is a possible danger to people in other areas of the facility notify them. Have them take action to limit
the unknown substance’s spread and move to a safe distance.

NOTIFY INTUIT SECURITY AT 650-944-6911

At a safe distance, describe the substance to your coworkers. If they can identify it, take appropriate action to have the affected area cleaned. Notify anyone nearby that they can
return to work if the known substance is not a hazardous material.

If your coworkers cannot identify the substance, instruct them to keep the area isolated. Instruct anyone who may have been exposed to the substance to remain nearby at a safe
distance for further guidance. Designate an external meeting area, and not allow individuals to leave the site, or wait in their vehicles.

Prepare a list of all individuals in the facility at the time of the incident. The list should contain name, telephone number, and address.

 



 

Prepare a description of the suspect mail container and contents, if known.

Wait at a safe distance for the emergency response personnel to arrive and follow their instructions.

CLASS 2 INCIDENTS

Release of a suspicious or unknown substance from a container

What to do:

DO NOT PANIC: You are in control and you know what to do.

Examine all containers for suspicious indicators before opening them.

If a suspicious container has not yet been opened, do not open it.

Do not transport the container around the facility or shake it.

Do not merely discard the container.

Isolate the immediate area around the suspicious unopened container. Make sure no one disturbs the container. Keep people at a safe distance. Go to step 13.

If you open a container and find that it contains or releases suspicious material, do not inhale its contents.

Do not move the container or shake it.

Do not merely discard the container.

Do not empty the container or shake it.

Isolate the immediate area around the container. Make sure no one disturbs the container. Keep people at a safe distance.

Place something over the container opening if possible to do so safely. For example, place a large sheet of plastic over the container without touching it. Do not inhale while doing
this.

Turn off any fans or other devices that might cause contamination to spread. If there is a possibility that contamination might move into an air vent, turn off the Heating, Ventilation,
or Air Conditioning (HVAC) system. Designate the location of the HVAC controls in the building, and the individuals authorized to shut it down. Shut all dock doors.

Notify INTUIT SECURITY AT 650-944-6911 then call your local emergency response agency at 911. Describe the container and its contents. Follow their instructions.

Wash your hands with warm soap and water for one minute.

Do not allow anyone to leave the area who may have touched the container or its contents or who was present in the immediate area when it was opened. Have everyone meet at a
designated location. Prepare a list of all individuals that were in the area of the suspect package, including name, telephone number, and address. Do not allow anyone to leave, or to
wait in his or her vehicles.

Wait for emergency responders to arrive and follow their instructions.

CLASS 3 INCIDENTS

Release of an unknown substance by a person acting in a suspicious or threatening manner.

What to watch for:

Anybody acting in a suspicious or threatening manner

Anybody throwing, spraying, spreading, or pouring an unidentified substance

Anybody tampering with an air vent, fan, food, or water supply

Anybody carrying an unknown substance with an unknown purpose

What to know:

 



 

Vigilance is a deterrent. If a suspicious individual is confronted before he can act, he will often decide to leave.

The chance that someone may threaten your facility is low, but needs to be considered.

What to do:

Ask any suspicious individual what their purpose is. If they refuse to answer, ask them to remain where they are and have someone notify on-site security or a manager. If the
person becomes threatening go to step 2.

Report any threatening individual to on-site security or call police.

Maintain a safe distance from any threatening individual. Warn your coworkers. Make sure that an exit is available.

If the person releases an unknown material, evacuate the area. Sound a fire alarm if convenient to warn others to evacuate the facility.

Notify emergency responders, on-site security, and police if they have not already been called.

Maintain a safe distance from the area affected by the released substance and from the threatening individual. Do not allow anyone to leave the area. Have everyone meet at
designated location. Prepare a list of all individuals that were in the area of the suspect package, including name, telephone number, and address. Do not allow anyone to leave, or to
wait in his or her vehicles.

If you have been exposed to any released substance, remain nearby for assistance.

Wait for security, police, and emergency responders. Follow their instructions.

E. Reviews, Audits, and Remedies

Company agrees that Intuit shall have a right to verify Company’s compliance with this Agreement and an Intuit-approved Package Handling Plan that conforms to these
Requirements. Intuit (or its agent) may enter Company’s premises and inspect such of Company’s facilities as Intuit and Company shall mutually agree is necessary to ensure that
Company complies with the terms, covenants and conditions of this Agreement. Intuit or its agent shall comply with Company’s standard policies and procedures that apply to third
party companies that have access to Company’s premises, and Intuit or its agent shall access Company’s premises during normal business hours (Monday through Friday, 8:00 AM
to 5:00 PM). Notwithstanding the foregoing, if Intuit in good faith believes that a threat to security exists that could affect Mail/packages, Company must provide Intuit or its agent
access to its premises immediately upon request by Intuit.

Intuit may inspect or employ third parties to conduct studies of Company’s operational processes, to determine Company’s compliance with these Requirements and an Intuit-
approved Package Handling Plan that conforms to these Requirements. Intuit agrees to coordinate the scheduling of any such study with Company to minimize disruption to
Company’s business. At Company’s request, Intuit will require any third party it employs to conduct such a study to sign a nondisclosure agreement pursuant to which it agrees not
to disclose any confidential information. Intuit will make the results of any such study available to Company and, depending on the seriousness of any problems found, may require
Company to remedy any and all such deficiencies in a timely fashion. Costs of such audits shall be borne by Intuit.

Notwithstanding any time-to-cure provision in related service agreements between the parties that address the handling of Mail/packages to the contrary, Intuit may require
correction of any demonstrated security-related problem with Company procedures and practices within a shorter period of time, to the extent necessary to protect Mail/packages
from compromise and to ensure proper handling of suspicious Mail/packages. Intuit shall provide written notice of the problem to Company, and Company must immediately take
appropriate steps to correct the problem.

 



 

EXHIBIT 10.02

AMENDED AND RESTATED SECURED BALLOON PAYMENT PROMISSORY NOTE
     
$1,030,500.00   November 26, 2001

     This Amended and Restated Secured Balloon Payment Promissory Note (the “Note”) documents the amendment of the Secured Balloon Payment Promissory Note dated as of
September 27, 2000 to (i) provide that effective November 26, 2001, interest shall accrue on the principal balance outstanding from time to time at the rate of four and nine one-
hundredths percent (4.09%) per annum, compounded semiannually and (ii) incorporate Intuit’s June 12, 2000 commitment to reduce the interest rate payable by Dennis Adsit under
the Note on each of the first five anniversary dates of the Note.

          1. Borrower’s Promise to Pay. FOR VALUE RECEIVED, the undersigned DENNIS ADSIT (“Borrower”) promises to pay to the order of INTUIT INC., a Delaware
corporation (“Intuit”), at 2632 Marine Way, Mountain View, California 94043, Attention: Corporate Comptroller, in lawful money of the United States of America, without offset or
deduction, on or before September 29, 2010 (the “Maturity Date”), the principal amount of ONE MILLION THIRTY THOUSAND FIVE HUNDRED AND NO/100 DOLLARS
($1,030,500.00), with interest as set forth herein. The address for receipt of payments hereunder may be changed at any time by the Note holder upon ten (10) days’ written notice to
Borrower.

          2. Purpose of Loan. The loan evidenced by this Note is being made for the sole and exclusive purpose of assisting Borrower with the purchase of residential real property
located at                                                                              (the “Property”). Borrower acknowledges that the benefits of this loan are not transferable.

          3. Payments of Interest and Principal. This Note shall accrue interest from the date of disbursement of the loan through November 25, 2001 on the principal balance
outstanding from time to time at the rate of six and nine one-hundredths percent (6.09%) per annum, compounded annually. Thereafter from November 26, 2001 to the date this
Note is paid in full, this Note shall accrue interest on the principal balance outstanding from time to time at a rate of four and nine one-hundredths percent (4.09%). Borrower shall
pay to the Note holder, on September 27, 2001 and on each September 27th thereafter through the term of this Note (“Anniversary Date”) , an amount equal to all interest then
accrued and unpaid net of Intuit’s June 20, 2000 obligation to reduce the rate that Borrower is to pay interest under the Note by 5% on the first Anniversary Date (resulting in an
interest rate of 1.09%), 4% on the second Anniversary Date, 3% on the third Anniversary Date, 2% on the fourth Anniversary Date and 1% on the fifth Anniversary Date. Borrower
shall pay the entire principal balance, all interest then accrued and unpaid, plus any other sums then due hereunder, to the Note holder on the Maturity Date set forth herein. In the
event any sum due hereunder is not paid when due, interest shall be payable on the unpaid amount, commencing at the date payment was due and continuing until paid, at the rate of
ten percent (10%) per annum. Payments shall be applied first to interest accrued and then to the principal balance. However, in no event shall the rate of interest payable
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under this Note exceed the maximum rate permitted by applicable law, and if any payment in the nature of interest shall cause the maximum rate to be exceeded, the portion of the
payment in excess of the maximum rate shall be applied to reduce the principal balance. Interest payments for periods less than a year shall be prorated based on a 360-day year.

          4. Right to Prepay. Provided Borrower is not then in default hereunder, Borrower shall have the right to prepay all or any part of the outstanding unpaid principal at any time
without notice and without any prepayment charge.

          5. Security. This Note is secured by a deed of trust dated September 27, 2000 (the “Deed of Trust”) in favor of Intuit covering the Property, executed by Borrower. The Deed
of Trust was recorded in the Office of the County Recorder of San Mateo County, California on September 29, 2000 as Document No.          . Borrower agrees that all terms,
covenants and conditions of the Deed of Trust are made a part of this Note.

          6. Events Triggering Immediate Repayment. In the event (i) Borrower’s name is removed from record ownership of the Property for any reason; or (ii) Borrower transfers the
Property or any part thereof, or any interest therein is sold, agreed to be sold, conveyed or alienated, by operation of law or otherwise, then, in each case, the entire principal balance
of this Note and all accrued interest, and irrespective of the Maturity Date set forth herein, shall become immediately due and payable.

          7. Additional Events Triggering Acceleration. In the event Borrower ceases for any reason, including death, permanent disability, retirement or termination, to be employed by
Intuit Inc. or any of its subsidiary companies, then the entire principal balance of this Note and all accrued interest shall become due and payable on the earlier to occur of (i) ninety
(90) days from the date of death or permanent disability or ten (10) days from the date of retirement or termination, as applicable, or (ii) the Maturity Date.

          8. Insurance. Borrower agrees to keep the Property insured against loss until this loan is repaid in full with, if requested by the Note holder, a loss payable clause in favor of
the Note holder.

          9. Default.

          a. Events of Default. Borrower shall be in default under this Note if any of the following happen:
     
       (i) Borrower does not pay the full amount of each payment required under this Note when due, or fails to comply with any terms or conditions set forth in this Note; or
     
       (ii) Borrower fails to comply with any terms or conditions set forth in the Deed of Trust; or
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       (iii) Borrower voluntarily files bankruptcy or seeks legal relief from any debts under any state or federal law or if someone brings an involuntary petition in bankruptcy

against him.

          b. Rights of Note Holder Upon Default. If Borrower is in default, then the entire balance of this Note, including all accrued interest, and irrespective of the Maturity Date set
forth herein, at the option of the Note holder, shall become immediately due and payable and Note holder shall have all rights and remedies in this Note, the Deed of Trust, and at
law and in equity. Borrower promises to pay to the Note holder all costs, charges and expenses, including attorneys’ fees, incurred in collection of the amounts due under this Note,
whether by foreclosure of the Deed of Trust or by other legal proceedings or otherwise.

          10. California Civil Code §2966. This Note is subject to Section 2966 of the California Civil Code, which provides that the holder of this Note shall give written notice to the
Borrower, or his successor in interest, of prescribed information at least 90 and not more than 150 days before any balloon payment is due.

          11. Borrower’s Waivers. Acceptance of any payment after default shall not constitute a waiver of any such default. Any extension of time of payment of any amounts due
hereunder shall not affect Borrower’s liability; Borrower hereby waives demand, presentment for payment, notice of nonpayment, protest and notice of protest.

          12. Entire Agreement. This Note contains the entire agreement between the parties hereto concerning the subject matter hereof and supersedes all prior written or oral
agreements between the parties with respect to the subject matter hereof, and no addition to or modification of any term or provision shall be effective unless set forth in writing,
signed by all the parties hereto. Time is of the essence for the performance of each and every covenant of Borrower hereunder.

          13. California Law. This Note shall be governed by and construed in accordance with the laws of the State of California.

          By executing this Note, Borrower agrees that he has received a fully completed copy of this Note.

 

BORROWER:

 

/s/  Dennis Adsit

DENNIS ADSIT
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