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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-K/A
AMENDMENT NO. 2

FOR ANNUAL AND TRANSITION REPORTS

PURSUANT TO SECTIONS 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

(Mark One)

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended June 30, 2004

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from              to             .
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Commission file number 0-25259

BOTTOMLINE TECHNOLOGIES (de), INC.
(Exact Name of Registrant as Specified in Its Charter)

Delaware 02-0433294
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)

325 Corporate Drive

Portsmouth, New Hampshire 03801
(Address of Principal Executive Offices) (Zip Code)

Registrant�s telephone number, including area code: (603) 436-0700

Securities registered pursuant to Section 12(b) of the Act:

None

Securities registered pursuant to Section 12(g) of the Act:

Common Stock, $.001 par value per share

(Title of Class)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.  ¨
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Indicate by check mark whether the registrant is an accelerated filer (as defined in Exchange Act Rule 12b-2).    Yes  x    No  ¨

The aggregate market value of the voting stock held by non-affiliates of the registrant, based on the last sale price of the registrant�s common
stock at the close of business on December 31, 2003 was $106,053,763 (reference is made to Part II, Item 5 herein for a statement of
assumptions upon which this calculation is based). The Company has no non-voting stock.

There were 17,365,307 shares of common stock, $.001 par value per share, of the registrant outstanding as of August 31, 2004.

DOCUMENTS INCORPORATED BY REFERENCE

Items 10, 11, 12, 13 and 14 of Part III (except for information required with respect to our executive officers, which is set forth under �Part
I�Business�Executive Officers and Other Key Employees of the Registrant�) have been omitted from this report, as we expect to file with the
Securities and Exchange Commission, not later than 120 days after the close of our fiscal year ended June 30, 2004, a definitive proxy statement
for our annual meeting of stockholders. The information required by Items 10, 11, 12, 13 and 14 of Part III of this report, which will appear in
our definitive proxy statement, is incorporated by reference into this report.
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EXPLANATORY NOTE

This Amendment No.2 to Annual Report on Form 10-K/A is being filed to amend our Annual Report on Form 10-K filed with the Securities and
Exchange Commission on September 14, 2004, as amended by Amendment No. 1 to Annual Report on Form 10-K/A filed with the Securities
and Exchange Commission on September 23, 2004, to delete any reference to third party valuations in connection with fair value estimates
associated with goodwill and intangible assets, including our annual impairment tests of goodwill.
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PART I

This annual report on Form 10-K contains forward-looking statements that involve risks and uncertainties. Any statements (including statements
to the effect that we �believe,� �expect,� �anticipate,� �plan� and similar expressions) that are not statements relating to historical matters
should be considered forward-looking statements. Our actual results may differ materially from the results discussed in the forward-looking
statements as a result of numerous important factors, including those discussed in �Management�s Discussion and Analysis of Financial
Condition and Results of Operations�Certain Factors That May Affect Future Results.�

Item 1. Business.

The Company

We provide a comprehensive set of solutions for financial business process management (fBPM). Our software products and services enable
organizations to automate, manage, standardize and control transaction-based processes across the enterprise, particularly those that involve
making and collecting payments, sending and receiving invoices, generating business documents and conducting electronic banking. We offer
software designed to run on-site at the customer�s location as well as hosted solutions.

Our end-to-end products complement and leverage our customers� existing information systems, accounting applications and banking
relationships. As a result, our solutions can be deployed quickly and efficiently. To help our customers receive the maximum value from our
products and meet their own particular needs, we also provide professional services for installation, training, consulting and product
enhancement. Additionally, we offer our customers a broad range of equipment and supplies products that complement their laser check printing
systems.

Bottomline was originally organized as a New Hampshire corporation in 1989 and was reincorporated as a Delaware corporation in August
1997. We maintain our corporate headquarters in Portsmouth, New Hampshire and our International headquarters in Reading, England. We
maintain a Web site with the address www.bottomline.com. Our Web site includes links to our Code of Business Conduct and Ethics, and our
Audit Committee, Compensation Committee, and Nominating and Corporate Governance Committee charters. We are not including the
information contained in our Web site as part of, or incorporating it by reference into, this Annual Report on Form 10-K. We make available free
of charge, through our Web site, our annual reports on Form 10-K, quarterly reports on Form 10-Q, and current reports on Form 8-K, and
amendments to these reports, as soon as reasonably practical after such material is electronically filed with, or furnished to, the Securities and
Exchange Commission (SEC).

Strategy

Our objective is to be the leading global provider of fBPM software solutions and services. Key elements of our strategy include the following:

�

Edgar Filing: BOTTOMLINE TECHNOLOGIES INC /DE/ - Form 10-K/A

Table of Contents 6



Sustained revenue and earnings growth. We believe that we can achieve long-term revenue expansion by continuing to execute on
the opportunities in our markets. We have launched new products, which we expect will drive future revenue growth. In addition, we
expect to increase our revenues from recurring sources over time and, as our revenues from hosted solutions grow, increase our
margins.

� Continue to sell services and products that drive recurring revenues. We currently derive recurring revenues from a number of
sources, such as our hosted solutions, which include our Legal eXchange® offering, a service which allows customers an electronic
means of receiving and reviewing legal services invoices. In addition, we offer hosting and subscription based pricing for certain
software products. We intend to continue to market these offerings, as well as to develop or acquire other offerings, which we
believe will increase our recurring revenues.

� Provide a migration path to electronic financial transactions. Our products allow customers to transition from traditional
paper-based financial processes and documents to electronic processes and documents at their own pace. We believe that this enables
us to respond to specific needs of organizations regardless of how rapidly they plan to adopt new technologies. We intend to exploit
this ability both to sell to a broad range of customers with different business process needs and to sustain continuing revenues as
customers convert to electronic processing at their own pace.

� Focus on sales of software and hosted services for the new UK electronic payment standard. A new electronic payment standard has
been adopted in the United Kingdom (UK) called BACSTEL-IP. All UK businesses that use electronic payments are required to
utilize this new standard by the end of 2005. We intend to focus our UK sales and marketing efforts around this change and expect to
derive revenues from both existing and new customers as they migrate to this new standard.

1
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� Develop lasting relationships with large enterprises. Large enterprises represent an opportunity for us to sell a number of products
and services over a sustained period of time. Accordingly, we intend to focus a portion of our sales and marketing efforts on
developing and extending our relationships with certain large organizations.

� Deploy US-developed products in the UK, European and global markets. Our products are designed for use in global markets,
allowing us to realize economies of scale in our development functions. We intend to continue to migrate UK customers to products
initially developed for the United States (US) market by offering these customers additional functionality and benefits. We intend to
leverage our local knowledge and presence in these markets to remain competitive.

� Develop new products and services. We believe that product features and functions are important competitive factors in our targeted
markets and therefore we intend to continue to develop new products and services, which leverage our existing offerings and
customer base.

� Pursue strategic acquisitions. We intend to continue to pursue opportunities to acquire businesses that will add customers,
distribution, complementary technologies or services, or provide other benefits.

Products and Services

Payments and Payments Lifecycle Management

We offer payment systems capable of producing a wide variety of domestic and international payment instructions along with consolidated bank
reporting of cash activity, including Automated Clearing House (ACH), Financial Electronic Data Interchange (EDI), Fed Wire transfer, BACS
(ACH for UK payments) and BACSTEL-IP, as well as SWIFT messaging and paper checks in most currencies. Our products help customers
reduce administrative expenses and strengthen control and fraud protection. Our web-based systems can gather and access via the Internet
payment and bank account information, including account totals and detailed transaction data, providing improved workflow, financial reporting
and bank communications. We also offer hosted solutions that allow our customers to outsource their payment processing.

Invoice Receipt and Invoice Presentment Management

We offer web-based invoice processing systems for businesses that reduce administrative costs by allowing organizations to electronically send,
receive and manage invoices.

We also offer a payer side solution, In View A/P, which electronically aggregates, formats and transfers invoice data into customers� accounting
systems. For vendors unable to provide electronic files, a browser-accessed manual payment request screen lets them create �electronic invoices�
on demand. Our biller-side product, NTX, is a secure, business-to-business electronic invoice presentment and payment system that allows
organizations to present invoices and invoicing information, accommodate internal workflows for review and approval, provide online dispute
resolution and accept payments over the Internet.

Our legal bill receipt service, Legal eXchange®, automates the receipt, reconciliation, review, approval and management of legal invoices. The
Legal eXchange® system incorporates a rules engine, helping to ensure that charges are in conformity with preset billing parameters.
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Document Output and Archive Management

Our electronic document solution, Create!form, offers advanced design, output formatting and delivery to allow organizations to streamline their
business communications by replacing pre-printed forms with more efficient, attractive and cost-effective customized electronic documents. Our
solutions allow customers to centrally manage, distribute and archive business documents such as invoices, checks, statements, purchase orders
and other transactional documents. These products give customers the flexibility to select the most effective means of delivery, whether via the
web, print, fax or archive, and to integrate these products with existing enterprise software applications.

Electronic Banking

Our electronic banking solutions allow financial service providers to deploy Internet-based services. Our software interfaces directly to a
multitude of in-house systems to provide efficient application integration across one or more financial institutions. Our solutions support a
variety of cash management functions, including balance and transaction reporting, lockbox reporting, controlled disbursements, positive pay,
check imaging, stop payments, and a broad array of electronic funds transfer instructions. Real-time host links enable financial institutions to
provide their corporate customers with up-to-the-minute access to critical data.

2
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Professional Services

Our teams of service professionals draw on extensive experience to provide consulting, project implementation and training services to our
clients. By easing the implementation of our products, these services help our customers accelerate the time to value. By improving the overall
customer experience, these services help us retain customers and drive future revenues.

Equipment and Supplies

We offer consumable products for laser check printing, including magnetic ink character recognition toner and blank-paper check stock. We also
provide printers and printer-related equipment, primarily through arrangements with our hardware vendors, to complement our software product
offerings.

Product Development and Engineering

Our product development and engineering organization included 97 employees as of June 30, 2004. We have three primary development groups:
software engineering, quality assurance and technical support. We spent $13.8 million, $10.8 million, and $10.2 million on product development
and engineering costs in fiscal years 2002, 2003 and 2004 globally.

Our software engineers have substantial experience in advanced software development techniques as well as extensive knowledge of the
complex processes involved in business payment and invoicing systems. Our engineers participate in the Microsoft Developer Network, IBM
PartnerWorld for Developers, and the Oracle Partner Developer Program. They maintain extensive knowledge of software development trends
and best practices. Our technology focuses on providing business solutions utilizing industry standards, providing a path for extendibility and
scalability of our products. Security, control and fraud prevention, as well as data management and information reporting, are priorities in the
technology we develop and deploy.

Our quality assurance engineers have extensive knowledge of our products and expertise in software quality assurance techniques. Members of
the quality assurance group make use of automated software testing tools to facilitate comprehensive and timely testing of products. The quality
assurance group members participate in beta releases, including tests of new products or enhancements, and provide initial training materials for
customer support and service.

Our technical support group provides all product documentation as well as technical support for released products. The technical writers are
versed in current document technology and work closely with the software engineers to create and maintain documentation that is clear, current
and complete. The technical support engineers are responsible for the analysis of reported software problems and work closely with customers
and customer support staff. The group�s broad knowledge of our products, our technology, and our customers� infrastructure allows them to
rapidly respond to customer support needs.

Financial Information About Geographic Areas
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Revenues, based on the point of sales, not the location of the customer, are as follows:

Fiscal Year Ended June 30,

2002 2003 2004

United States $ 45,471 61.5% $ 40,965 57.5% $ 45,942 55.9%
United Kingdom 28,515 38.5% 30,300 42.5% 34,883 42.5%
Australia �  �  �  �  1,307 1.6%

Total $ 73,986 100.0% $ 71,265 100.0% $ 82,132 100.0%

At June 30, 2004, long-lived assets of $24.2 million were located in the United States, $17.7 million were located in the United Kingdom and
$106,000 were located in Australia. At June 30, 2003, long-lived assets of $15.7 million were located in the United States and $14.4 million
were located in the United Kingdom.

A significant and growing percentage of our revenues have been generated by our international operations. Our future growth rates and success
are in part dependent on our continued growth and success in international markets. As is the case with most international operations, the success
and profitability of such operations are subject to numerous risks and uncertainties including currency exchange rate fluctuations that are not
hedged currently. A number of other factors could also have a negative effect on our business and results from operations outside the US,
including different regulatory and industry standards and certification requirements; reduced protection for intellectual property rights in some
countries; import or export licensing requirements; the complexities of foreign tax jurisdictions; and difficulties and costs of staffing and
managing our foreign operations.

3

Edgar Filing: BOTTOMLINE TECHNOLOGIES INC /DE/ - Form 10-K/A

Table of Contents 11



Table of Contents

Customers

Our customer base, at over 6,000 companies, is in industries such as financial services, health care, technology, communications, education,
media, manufacturing and government. We provide our products and services to leading organizations across this array of industries, which
currently include approximately 50 of the Fortune 100 companies and 90 of the FTSE (Financial Times) 100 companies.

Sales and Marketing

As of June 30, 2004, we employed 65 sales executives worldwide, of whom 35 were focused on the Americas markets, 28 were focused on
European markets and 2 were focused on Asia Pacific markets. We market and sell our products directly through our sales forces and indirectly
through channel partners and reseller relationships acquired through our acquisition of Create!form, Inc. (Createform). We market and sell our
products domestically and internationally with a focus on the UK and, to a lesser degree, Australia. We also maintain an inside sales group,
which provides a lower-cost channel into maintaining existing customers and expanding our customer base.

Competition

The markets in which we participate are highly competitive. We believe our ability to compete depends on factors within and beyond our
control, including:

� the performance, reliability, features, price and ease of use of our offerings as compared to competitor alternatives;

� our industry knowledge and expertise;

� the execution of our sales organizations;

� our ability to secure and maintain strategic relationships;

� our ability to support our customers; and

� the timing and market acceptance of new products and enhancements to existing products by us and by our current and future
competitors.

For financial business process management solutions, we compete primarily with companies that provide a broad offering of electronic data
interchange products, such as CheckFree, Pegasystems, Velosant and Edocs, companies that provide solutions to create, publish, manage and
archive electronic documents, such as Adobe and Optio Software, and companies that offer electronic payment and laser check printing software
and services, such as Payformance, MHC Associates, and ACOM Solutions in the US and Microgen, Albany Software Ltd., Access Europe and
Eiger Systems Limited in the UK. To a lesser extent, we compete with providers of enterprise resource planning solutions and providers of
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traditional payment products, including check stock and check printing software and services. In addition, some financial institutions compete
with us as outsourced check printing and electronic payment services for their customers.

For electronic banking, we primarily compete with companies such as S1 Corporation and Digital Insight that offer a wide range of financial
services including electronic banking applications. We also encounter competition to a lesser degree from Metavante, SunGard, Fundtech and
Politzer and Haney, as well as companies that provide traditional treasury workstation solutions.

In the legal billing market, we compete with a number of companies, including DataCert, CT Corporation, Visibillity and Allegiant Systems.

Although we believe that we compete favorably, the markets for our products and services are intensely competitive and characterized by rapid
technological change and a number of factors could adversely affect our ability to compete in the future, including those discussed in
�Management�s Discussion and Analysis of Financial Conditions and Results of Operations�Certain Factors That May Affect Future Results�.

Backlog

At the end of fiscal year 2004, our backlog was $38.5 million, including deferred revenues of $17.6 million. At the end of fiscal year 2003, our
backlog was $25.0 million, including deferred revenues of $13.7 million. We do not believe that backlog is a meaningful indicator of sales that
can be expected for any period, and there can be no assurance that backlog at any point in time will translate into revenue in any subsequent
period. However, we estimate that 90% to 100% of our deferred revenues and 65% to 75% of our backlog will be recognized as revenue in fiscal
year 2005.

4
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Proprietary Rights

We rely upon a combination of patents, copyrights, trademarks and trade-secret laws to establish and maintain proprietary rights in our
technology and products. We had 39 active patent applications relating to our products as of June 30, 2004. We have been awarded two patents,
which expire in July 2015, and expect to receive others. We intend to continue to file patent applications as we develop new technologies.

There can be no assurance, however, that our existing patent applications, or any others that may be filed in the future, will issue or will be of
sufficient scope and strength to provide meaningful protection of our technology or any commercial advantage to us, or that the issued patents
will not be challenged, invalidated or circumvented. In addition, we rely upon a combination of copyright and trademark laws and
non-disclosure and other intellectual property contractual arrangements to protect our proprietary rights. Given the rapidly changing nature of
the industry�s technology, the creative abilities of our development, marketing and service personnel may be as or more important to our
competitive position as the legal protections and rights afforded by patents. We also enter into agreements with our employees and clients that
seek to limit and protect our intellectual property and the distribution of proprietary information. However, there can be no assurance that the
steps we have taken to protect our intellectual property will be adequate to deter misappropriation of proprietary information, and we may not be
able to detect unauthorized use and take appropriate steps to enforce our proprietary rights.

Government Regulation

Although our operations have not been subject to any material industry-specific governmental regulation, some of our existing and potential
customers are subject to extensive federal and state governmental regulations. In addition, governmental regulation in the financial services
industry is evolving, particularly with respect to payment technology, and our customers may become subject to increased regulation in the
future. Accordingly, our products and services must be designed to work within the regulatory constraints under which our customers operate.

Executive Officers and Other Key Employees of the Registrant

Our executive officers and other key employees and their respective ages as of August 31, 2004, are as follows:

Name Age Positions

Joseph L. Mullen 52 Chief Executive Officer and Director
Robert A. Eberle 43 President, Chief Operating Officer and Director
Peter S. Fortune 45 President of Bottomline Europe
Kevin M. Donovan 34 Chief Financial Officer and Treasurer
Paul J. Fannon 36 Managing Director, Transaction Services Europe
Thomas D. Gaillard 41 Vice President and General Manager, Transaction Services North

America
Craig A. Jones 47 Vice President and General Manager, Banking and Financial

Solutions North America
Kurt A. Mueffelmann 39 Vice President and General Manager, Business Process Solutions

and President of Create!form International, Inc.
Chris W. Peck 39 Managing Director, Group Sales Europe
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Nigel K. Savory 37 Managing Director, Payment Solutions Europe

Joseph L. Mullen has served as a director since July 1996 and Chief Executive Officer since August 2002. Mr. Mullen has served as President
from September 2000 to August 2004. From September 2000 to April 2001, Mr. Mullen also served as Chief Operating Officer. From July 1996
to September 2000, Mr. Mullen served as Executive Vice President of Operations, and from July 1991 to July 1996, he served as Vice President
of Sales and Marketing.

Robert A. Eberle has served as a director since September 2000. Mr. Eberle has served as President since August 2004 and as Chief Operating
Officer since April 2001. Mr. Eberle served as Chief Financial Officer from September 1998 to August 2004. From September 1998 to May
2001, Mr. Eberle also served as Treasurer.

Peter S. Fortune has served as President of Bottomline Europe since we acquired the predecessor company in August 2000. From May 1993 to
August 2000, Mr. Fortune served as Executive Director of Checkpoint Security Services Limited, an electronic payment software company in
the UK and from March 1999 to August 2000, Mr. Fortune served as Chief Executive Officer of Checkpoint Holdings. From January 1990 to
March 1999, Mr. Fortune held a variety of positions at Checkpoint, including Managing Director for Security Print and Outsourced Services,
General Manager of Security Print Operations and Head of Product Management. Prior to January 1990, Mr. Fortune held various positions at
Unisys Corporation, including Director of Customer Services for U.K. Printing Operations.

5
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Kevin M. Donovan has served as Chief Financial Officer since August 2004 and as Treasurer since May 2001. Mr. Donovan served as Vice
President, Finance from January 2000 to August 2004. From February 1999 through December 1999, Mr. Donovan served as Corporate
Controller.

Paul J. Fannon has served as Managing Director, Transaction Services Europe since December 2003. From December 2001 through December
2003, Mr. Fannon served as Managing Director, Payment Solutions. From August 2000, the date we acquired the predecessor company, to
December 2001, Mr. Fannon served as Client Services Director of Bottomline Europe. From November 1999 through August 2000, Mr. Fannon
served as Client Services Director of Checkpoint Security Services Limited. From January 1998 to November 1999, Mr. Fannon served as
Director of Outsourcing Services for Checkpoint Security Services Limited.

Thomas D. Gaillard has served as Vice President and General Manager, Transaction Services North America since July 2003. From May 2002
to June 2003, Mr. Gaillard served as Vice President, Corporate Development. From December 2001 to May 2002, Mr. Gaillard served as Chief
Operating Officer of eVelocity Corporation, a provider of legal electronic invoicing solutions. From November 1999 to June 2001, Mr. Gaillard
served as Chief Financial Officer for Newmarket International, a software company. From January 1992 to November 1999, Mr. Gaillard held a
variety of senior management positions at NovaNET Learning, Inc, an educational software company.

Craig A. Jones has served as Vice President and General Manager, Banking and Financial Solutions North America since July 2003. From July
2002 to June 2003, Mr. Jones served as Vice President of Product Management. From September 1999 to July 2002 Mr. Jones served as Vice
President of Marketing. From October 1997 to September 1999, Mr. Jones served as Vice President of Product Management at GTE CyberTrust,
an Internet based security division of GTE.

Kurt A. Mueffelmann has served as Vice President and General Manager, Business Process Solutions North America since January 2004. Mr.
Mueffelmann has also served as President of Create!form, Inc. since we acquired the predecessor company in September 2003. From April 2000
through September 2003, Mr. Mueffelmann served as President and Chief Executive Officer of Create!form International, Inc. From August
1997 to January 2000, Mr. Mueffelmann served as President and CEO of RealWorld Corporation, a financial accounting and e-commerce
software provider.

Christopher W. Peck has served as Managing Director, Group Sales Europe since July 2003. From August 2000, the date we acquired the
predecessor company, through June 2003, Mr. Peck served as Group Sales Director of Bottomline Europe. From March 1994 to August 2000,
Mr. Peck served as Group Sales Director of Checkpoint Security Services Limited and from March 1999 to August 2000, Mr. Peck served in the
same capacity for Checkpoint Holdings.

Nigel K. Savory has served as Managing Director, Payment Solutions Europe since December 2003. From December 2001 through December
2003, Mr. Savory served as the Managing Director Transaction Services group. From August 2000, the date we acquired the predecessor
company, through December 2001, Mr. Savory served as the European Business Development Director of Bottomline Europe. From January
1998 through August 2000, Mr. Savory served as the European Business Development Director of Checkpoint Security Services Limited.

Employees

Edgar Filing: BOTTOMLINE TECHNOLOGIES INC /DE/ - Form 10-K/A

Table of Contents 16



As of June 30, 2004, we had 433 full-time employees, 127 of whom were in sales and marketing, 139 of whom were in customer support, 97 of
whom were in development and 70 of whom were in administration and finance. None of our employees are represented by a labor union. We
have not experienced any work stoppages and believe that employee relationships are good. Our future success will depend in part on our ability
to attract, retain and motivate highly qualified technical and managerial personnel in a highly competitive market.

Item 2. Properties.

We currently lease approximately 65,000 square feet of office space at our corporate headquarters in Portsmouth, New Hampshire under a lease
that expires in 2012. We also occupy approximately 20,000 square feet of leased domestic offices in Great Neck, New York and Waltham,
Massachusetts.

We own approximately 16,000 square feet of office space in Reading, England and occupy approximately 15,000 square feet of leased
international office space in Reading, London, and Manchester, England, Belfast, Ireland and Melbourne and Sydney, Australia.

6
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Item 3. Legal Proceedings.

On August 10, 2001, a class action complaint was filed against us in the United States District Court for the Southern District of New York: Paul
Cyrek v. Bottomline Technologies, Inc.; Daniel M. McGurl; Robert A. Eberle; FleetBoston Robertson Stephens, Inc.; Deutsche Banc Alex
Brown Inc.; CIBC World Markets; and J.P. Morgan Chase & Co. A consolidated amended class action complaint, In re Bottomline Technologies
Inc. Initial Public Offering Securities Litigation, was filed on April 20, 2002. The amended complaint supersedes the class action complaint filed
against us in the United States District Court for the Southern District of New York on August 10, 2001.

The amended complaint filed in the action asserts claims under Sections 11, 12(2) and 15 of the Securities Act of 1933, as amended, and
Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, as amended (Exchange Act). The amended complaint asserts, among other
things, that the description in our prospectus for our initial public offering was materially false and misleading in describing the compensation to
be earned by the underwriters of our offering, and in not describing certain alleged arrangements among underwriters and initial purchasers of
our common stock from the underwriters. The amended complaint seeks damages (or, in the alternative, tender of the plaintiffs� and the class�s
Bottomline common stock and rescission of their purchases of our common stock purchased in the initial public offering), costs, attorneys� fees,
experts� fees and other expenses.

In July 2002, Bottomline, Daniel M. McGurl and Robert A. Eberle joined in an omnibus motion to dismiss, which challenged the legal
sufficiency of plaintiffs� claims. The motion was filed on behalf of hundreds of issuer and individual defendants named in similar lawsuits.
Plaintiffs opposed the motion, and the court heard oral argument on the motion in early November 2002. On February 19, 2003, the court issued
an order denying the motion to dismiss as to Bottomline. In addition, in early October 2002, Daniel M. McGurl and Robert A. Eberle were
dismissed from this case without prejudice. A special litigation committee of the board of directors of Bottomline authorized Bottomline to
negotiate a settlement of the pending claims substantially consistent with a memorandum of understanding negotiated among class plaintiffs, all
issuer defendants and their insurers. The parties have negotiated a settlement, which is subject to approval by the court. If the settlement is not
approved, we intend to vigorously defend ourselves against this amended complaint. We do not currently believe that the outcome of this
proceeding will have a material adverse impact on our financial condition.

Item 4. Submission of Matters to a Vote of Security Holders.

No matter was submitted to a vote of our stockholders, through the solicitation of proxies or otherwise, during the fourth quarter of fiscal year
2004.

7
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PART II

Item 5. Market for Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

Our common stock is traded on The NASDAQ National Market under the symbol EPAY. The following table sets forth, for the periods
indicated, the high and low sale prices of our common stock, as quoted on The NASDAQ National Market.

Period High Low

Fiscal 2003
First quarter $ 6.80 $ 4.37
Second quarter $ 6.50 $ 3.71
Third quarter $ 7.99 $ 5.02
Fourth quarter $ 8.75 $ 5.41
Fiscal 2004
First quarter $ 9.60 $ 6.38
Second quarter $ 9.85 $ 6.89
Third quarter $ 11.10 $ 8.77
Fourth quarter $ 10.90 $ 7.40

As of August 31, 2004, there were approximately 369 holders of record of our common stock. Because many of the shares are held by brokers
and other institutions on behalf of stockholders, we are unable to estimate the total number of individual stockholders represented by these
holders of record.

The closing price for our common stock on August 31, 2004 was $8.61. For purposes of calculating the aggregate market value of the shares of
our common stock held by non-affiliates, as shown on the cover page of this report, it has been assumed that all the outstanding shares were held
by non-affiliates except for the shares beneficially held by our directors and executive officers. However, there may be other persons who may
be deemed to be affiliates of ours.

We have never paid dividends on our common stock. We intend to retain our earnings for use in our business and, therefore, do not anticipate
paying any cash dividends on our common stock for the foreseeable future. Additionally, pursuant to the terms of our existing Loan and Security
Agreement with Silicon Valley Bank, any decision to pay dividends on our common stock would be subject to the bank�s approval.

On May 7, 2004 Bottomline Europe acquired certain assets of Albion Business Machines Limited (ABM). The consideration to ABM for the
acquisition included 300,000 shares of our common stock, of which 21,000 shares are held in escrow to secure settlement of certain obligations
of ABM. The shares were offered and issued pursuant to Regulation D of the Securities Act of 1933, as amended.

In July 2002, our Board of Directors announced that it had authorized a repurchase program for the repurchase of up to $3.0 million of our
common stock. At June 30, 2004, we had repurchased 242,650 shares at an average repurchase price of $5.79 per share. The approximate
remaining dollar value of shares available for repurchase under this program is $1.6 million. During the three months ended June 30, 2004, we
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did not repurchase any shares under this program.

Item 6. Selected Financial Data.

You should read the following consolidated financial data in conjunction with the Financial Statements, including the related notes, and �Item
7�Management�s Discussion and Analysis of Financial Condition and Results of Operations.� The results shown herein are not necessarily
indicative of the results to be expected for any future periods.
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SELECTED CONSOLIDATED FINANCIAL DATA

Fiscal Year Ended June 30,

2000 2001 2002 2003 2004

(in thousands, except per share data)
Statements of Operations Data:
Revenues:
Software licenses $ 15,606 $ 23,619 $ 16,023 $ 13,021 $ 14,366
Service and maintenance 20,495 34,181 38,169 40,865 51,364
Equipment and supplies 10,249 19,910 19,794 17,379 16,402

Total revenues 46,350 77,710 73,986 71,265 82,132
Cost of revenues:
Software licenses 561 2,279 1,455 1,936 1,678
Service and maintenance 10,419 18,072 18,506 20,358 21,456
Equipment and supplies 7,730 14,506 14,457 13,615 13,312
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