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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Amendment No. 1 on
Form 10-K/A
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended December 31, 2003

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

For the transition period from to

Commission file number 000-26679

Art Technology Group, Inc.

(Exact name of registrant as specified in its charter)

Delaware 04-3141918
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification Number)
25 First Street 02141
Cambridge, Massachusetts (Zip Code)

(Address of principal executive offices)
(617) 386-1000

(Registrant s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act: None
Securities registered pursuant to Section 12(g) of the Act: Common Stock, $0.01 par value with Associated
Preferred Stock Purchase Rights (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. Yesp Noo

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 attachment to this Form 10-K. o

Indicate by check mark whether the registrant is an accelerated filer (as defined in Exchange Act Rule 12b-2). Yesp Noo

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant was approximately
$112,548,000 based on the closing price of the registrant s common stock on the Nasdaq National Market on June 30, 2003.

The number of shares of the registrant s common stock outstanding as of March 11, 2004, was 73,145,185.
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ATG, Art Technology Group and Dynamo are our registered trademarks, and ATG Scenario Personalization and ATG Data Anywhere
Architecture are our service marks. This report also includes trademarks, service marks and trade names of other companies.

This Amendment No. 1 on Form 10-K/A amends Items 1, 7, 8 and 15 of our Annual Report on Form 10-K for the fiscal year ended
December 31, 2003, and is being filed principally to expand the description of our sales coverage model, to clarify the description of our
working capital facility, to present purchases and maturities of marketable securities separately on our Consolidated Statements of Cash Flows
and to provide additional information regarding our restructuring activities. Except as set forth above, no other items in the Annual Report on
Form 10-K for the fiscal year ended December 31, 2003 are amended or restated by this Amendment No. 1.

Our expanded description of our sales coverage model is set forth under the headings Item 1. Business Sales Coverage Model and Item 1.

Business Risk Factors If systems integrators or value added resellers reduce their support and implementation of our products, our revenues
may fail to meet expectations and our operating results would suffer. The changes relating to our working capital facility are set forth under the
headings Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital Resources and

Item 8. Art Technology Group, Inc. Notes to Consolidated Financial Statements Note 3. The separate presentation of purchases and maturities
of marketable securities is set forth under the headings Item 8. Consolidated Statements of Cash Flows and Item 8. Art Technology Group, Inc.
Notes to Consolidated Financial Statements Note 1(u). The additional information regarding our restructuring activities is set forth under the
headings Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations Results of Operations Restructuring
(Benefit) Charges and Item 8. Art Technology Group, Inc. Notes to Consolidated Financial Statements Note 12.
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PART I

Item 1.  Business
Overview

We deliver software solutions to help consumer-facing organizations create an interactive experience for their customers and partners via
the Internet and other channels. Our software helps our clients market, sell and provide self-service opportunities to their customers and partners,
which can enhance our clients revenues, reduce their costs and improve their customers satisfaction. We also offer related services, including
support, education and professional services.

Businesses and governments can use our solutions to provide a more productive and satisfying experience to users of their online services.
By capturing and maintaining information about those online users personal preferences and online history, our software enables our clients to
provide customers or customer segments with solutions specifically tailored to the customers needs. We seek to differentiate ourselves by
designing applications that make it simpler to develop and maintain user profile information across multiple complex data sources, easier to
model and influence desired user behavior, and faster to develop and maintain dynamic web content with a smaller investment than otherwise
required. We provide tools to enable our clients to analyze the behavior of their customers and to improve the effectiveness of our clients
merchandising. We also address our clients desire to provide a unified experience for their customers regardless of the channel through which
they interact: online, in-store, or via a kiosk, mobile device or call center.

Our principal target markets are Global 2000 companies, government organizations, and other businesses that have large numbers of online
users and utilize the Internet as a primary business channel. In the past, we have focused on providing our software and services to businesses in
financial services, retail, media and entertainment, telecommunications, consumer products and services industries. We have delivered online
solutions to companies such as Aetna Services, Alcatel, American Airlines, Barclays Global Investors, Best Buy, BMG Direct, Deutsche Post,
Eastman Kodak, Ford Motor Credit, France Telecom, HSBC, J. Crew, Philips, Sun Microsystems, Walgreens and Wells Fargo.

We historically have provided Internet commerce and software solutions, including an application server and application products. We
believe that the development of infrastructure products, including our application server, has become increasingly standards driven and that in
the future there will be limited opportunities to differentiate ourselves based on our application server. As a result, while we intend to meet the
standards requirements for our application server, we are focusing principally on developing application products, including several new
application products that were introduced in 2004. We offer application products in the following three functional areas:

Our marketing applications are designed to help businesses attract new customers, promote new offerings to existing customers, and
improve the cost-effectiveness of existing marketing expenditures. Our clients use our tools to integrate their online marketing activities
with related sales and self-service initiatives. Our tools are designed to allow businesses to increase marketing effectiveness by visually
defining desired customer experience activities and events that will drive desirable customer behavior.

Our online sales applications are used by our clients to facilitate transactions with consumers and channel partners. These commerce
offerings are designed for the development of large consumer-facing e-commerce sites and channel partner extranets. We believe that, by
using our online sales and marketing solutions together, our clients can create sophisticated promotions and offers that can drive
incremental sales.

Our self-service applications are designed to decrease call-center service costs, to improve the speed with which customer needs are met,
and to increase customer loyalty and satisfaction. We believe our self-service solutions become more useful through the use of our
advanced personalization capabilities, which are designed to increase the likelihood that customer inquiries will be managed online
avoiding the need for costly call center inquiry.
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Our Strategy

Our objective is to be the industry leader in providing a comprehensive consumer-facing software platform for companies striving to give
their customers a superior online experience. We intend to achieve this objective by implementing the following key components of our strategy:

Facilitate integrated life cycle experience for consumers. We believe that consumers want to cross seamlessly between the
information-gathering, purchase and service phases of their online activity. During a single session, a consumer may research one
purchase, modify another purchase and ask post-transaction questions about a third. We believe consumers will demand a consistent online
experience from each of the businesses with which the consumers are interfacing through the Internet. Rather than focusing solely on
marketing or sales or service, we design our core software functionality to allow our clients to provide their customers with an integrated
online marketing, sales and service experience.

Develop new applications that operate on leading infrastructure products. We believe the development of infrastructure products has
become standards driven, but that there is an opportunity for continued innovation relating to application products. We intend to
differentiate ourselves through our application and administration products, including two new products that were introduced in the first
quarter of 2004. We design our existing products and our products in development to operate on leading application server platforms from
BEA and IBM, in addition to our proprietary server software. As a result, our application software can provide value to new and existing
clients, regardless of the infrastructure products they select.

Leverage existing sales channels. We sell our products directly to end-users and through value-added resellers. In addition, approximately
one-half of our product revenue is co-sold with a variety of business entities, including systems integrators, solution providers, technology
partners and value-added resellers. We currently have a broad range of business alliances throughout the world, including large system
integrators like Accenture, Cap Gemini Ernst & Young, EDS, HP Consulting and SAIC, as well as regional integrators such as Analysts
International, E-Tree, McFadyen Consulting, Rikei, SBI and Thales-IS. Our goal is to maintain close relationships directly with our clients
and to motivate systems integrators to implement our applications in their projects and solution sets.

Leverage and expand service capabilities. We have extensive experience in Web application development and integration services.
Through our Professional and Educational Services organizations, we provide services to train our systems integrators, value added
resellers and complementary software vendors in the use of our products and offer consulting services to assist with customer
implementations. We seek to motivate our business allies and sales forces to provide joint implementation services to our end user
customers. We intend to continue to seek additional opportunities to increase revenues from product sales by expanding our base of
partners trained in the implementation and application of our products.

Products

We provide a comprehensive software solution set designed to allow application developers to develop customized websites more
effectively and efficiently. Our software is also designed to provide content administrators and marketing executives with greater flexibility in
maintaining their website content and in optimizing their consumers experience in order to improve revenue and cost performance.

Our products include both application and infrastructure components. We refer to our application components collectively as the ATG
Customer Experience Platform. This product set includes:

ATG Adaptive Scenario Engine. This product, formerly known as ATG Relationship Management Platform, provides a rich set of features
to support online marketing, sales and service solutions. ATG Adaptive Scenario Engine collects and maintains customer profile
information enabling consumer-facing applications to be personalized to the needs of a customer or customer segment. It also enables
development of scenarios that model and respond to consumer behavior, guiding consumers through the data and processes appropriate to
their situation. ATG Adaptive Scenario Engine incorporates a
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data repository integration capability. Some of clients build custom applications directly on ATG Adaptive Scenario Engine, and all of our
application products utilize the capabilities of ATG Adaptive Scenario Engine.

ATG Commerce. This application provides a robust set of application components that allow our clients to create a customized experience
for consumers, businesses and channel partners purchasing goods or services online, and facilitates administration by the online vendor.
ATG Commerce s functionality includes catalogs, product management, shopping carts, checkout, pricing management, merchandising,
promotions, inventory management and complex business-to-business order management.

ATG Campaign Optimizer. This application, introduced in 2004, enables marketing professionals to define comparative tests of different
offers, promotions and product representations, sometimes called A/B tests, to put those tests into production, specifying the segments of
site visitors to be tested, and finally to receive reports on the test results. Other methods for testing campaigns often involve programming
by expert developers, and sometimes even involve network infrastructure modifications. ATG Campaign Optimizer is designed to allow
non-technical marketing professionals to create and execute comparative tests that can be used to increase the effectiveness of online
marketing activities.

ATG Adaptive Customer Assistance. Introduced in 2004, this application combines a natural language search with the customer profile
repositories in the ATG Adaptive Scenario Engine to provide a personalized tool for answering consumers questions during the buying
process and for self-service. ATG Adaptive Customer Assistance provides consumers with personal transactional information by, for
example, facilitating automated replies to questions such as How much is my account balance? ATG Adaptive Customer Assistance also
enables a consumer to take direct action through relevant links built into the results. The product includes capabilities for creating and
maintaining the answer repository, and for consumer feedback.

ATG Content Administration. This application, formerly known as ATG Publishing, enables marketing professionals and others to create,
manage, preview, and deploy content while ensuring proper quality control. Leveraging ATG Adaptive Scenario Engine, ATG Content
Administration provides the means to create product catalogs, post updates and design targeted e-mail marketing campaigns.
Our applications are fully compatible with the BEA WebLogic Application Server and the IBM WebSphere Application Server, as well as
our ATG Dynamo Application Server.

Our product license revenues were $27.1 million, or 37% of total revenues, in 2003; $48.8 million, or 48% of total revenues, in 2002; and
$76.6 million, or 55% of total revenues, in 2001.

Services

Our services organization provides a variety of consulting, design, application development, integration, training and support services in
conjunction with our products. These services are provided through our Professional Services, Education, and Customer Support Service
offerings.

Professional Services. The primary goal of our Professional Services organization is to increase customer satisfaction with our application
solutions. Our Professional Services include four primary service offerings:

Lifecycle Project Delivery. Our lifecycle project development capability builds upon our deep knowledge of best practices and the ATG
Adaptive Delivery Framework methodology. Because we are responsible for the project from beginning to end, we can provide clients
with a high-quality, structured experience from planning to post-deployment support.

Packaged Offerings. Our Upgrade and Migration packaged offerings are designed to provide clients with targeted services that can
accelerate adoption of new ATG versions of existing products. We offer packaged offerings built to ease the implementation of new
products such as Adaptive Customer
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Assistance. Our bundled implementation packages, which include best practices and methodologies, reduce the implementation risk and
time of products such as Content Administration and Commerce.

Structured Enabling Services. Working with a client or a designated team, we offer Structured Enabling Services to facilitate project
success. Engaging our Professional Services team gives clients access to best practices that we have developed over hundreds of
engagements. Structured Enabling Services also leverage the ATG Adaptive Delivery Framework methodology, while enabling the client s
development team to complete a significant portion of the work.

Custom Solutions. We offer customized professional services solutions tailored to meet the specific needs of our clients across an entire
project. Consulting services can include a combination of system architecture design, project management, web design, technical training
and business consulting services.

Education. We provide a broad selection of educational programs designed to train customers and partners on our applications. This
curriculum addresses the educational needs of developers, technical managers, business managers, and system administrators. ATG Education
also offers an online learning program that complements our instructor-led training. Developers can become certified on our base product or our
commerce product by taking a certification exam in a proctored environment. We also measure partner quality using a partner accreditation
program that ensures ATG partners have the skills necessary to effectively assist our clients with implementations. We provide a full range of
instructor-led solutions to assist clients with these key initiatives.

Customer Support Services. We offer five levels of customer support ranging from our evaluation support program, which is available for
30 days, to our Premium Support Program, which includes access to technical support engineers 24 hours a day, seven days per week, for
customers deploying mission critical applications. For an annual maintenance fee, customers are entitled to receive software updates,
maintenance releases, online documentation and eServices including bug reports and unlimited technical support.

Our services revenues were $45.3 million, or 63% of total revenues, in 2003, $52.7 million, or 52% of total revenues, in 2002 and
$63.7 million, or 45% of total revenues, in 2001.
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Markets

Our principal target markets are Global 2000 companies, government organizations, and other businesses that have large number of online
users and utilize the Internet as a primary business channel. Our clients represent a broad spectrum of enterprises within diverse industry sectors.
The following is a partial list:

Consumer Retail

Best Buy Companies, Inc

Cabela s

Eastman Kodak

J. Crew

Martha Stewart Living Omnimedia
Neiman Marcus

Restoration Hardware

Target Corporation

The Finish Line

Walgreens

Financial Services

A.G. Edwards

John Hancock Funds
KeyBank

Citibank

Deutsche Bank

Ford Motor Credit

Charles Schwab & Co., Inc.
HSBC

Barclays Global Investors
MES Investment Management
Dreyfus Services Corporation
Merrill Lynch

Pioneer Investments

International

Benetton
Kingfisher

Direkt Anlage Bank
Pirelli

BBC Technology Service
Philips
Heidelberger Druckmaschinen
Lavazza

Hoffman la Roche
Premier Farnell
Royal Mail
Vodafone

France Telecom
Telefonica
Deutsche Post
LVMH
Manufacturing
Alcatel

Abbott Laboratories
Eastman Kodak
General Motors
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Newell Rubbermaid
Procter & Gamble

Communications & Technology

Adobe

Alcatel

BellSouth

EMC

Handspring
Hewlett Packard
Intuit

Sun Microsystems

Travel Media and Entertainment

American Airlines
BMG Direct

Hilton Hotels

Hyatt

Intercontinental Hotels
Meredith Corporation
Nintendo

Reader s Digest
Sega.com

The MTVi Group

Research and Development

Our research and development group is responsible for core technology, product architecture, product development, quality assurance,
documentation and third-party software integration. This group also assists

6
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with pre-sale, customer support activities and quality assurance tasks supporting the Professional Services group. Our research and development
expenses were $17.9 million in 2003, $22.0 million in 2002 and $30.5 million in 2001.

Since we began focusing on selling software products in 1996, the majority of our research and development activities have been directed
towards creating new versions of our products, which extend and enhance competitive product features. In 2003, we began to focus our efforts
on developing new and innovative applications, as well as integrating our products with external enterprise data sources. In line with these
efforts, we have developed several new applications and aligned our research and development resources accordingly.

Sales Coverage Model

Our principal target markets are leading organizations with large constituencies who use the Internet as a primary business channel. We
target these potential customers through our direct sales force and through channel partners, including systems integrators and other technology
partners. We currently have approximately 100 business alliances throughout the world.

We employ two groups of sales professionals. Our direct sales force is compensated based on product and services sales made directly to
end-users and through business partners. These employees generally attend centralized internal or external training every quarter.

The second group of sales professionals is dedicated to recruiting, training, developing business plans, and joint selling and marketing with
business alliances such as systems integrators and value added resellers. The objective of the second group is to motivate systems integrators to
adopt our suite of products for commerce and self-service projects for their customers. We derive two classes of revenue from the efforts of the
second group of sales professionals: co-sale revenues, which are generated through our relationships with systems integrators and consulting
firms that serve the market for information system products and services, and resale revenues, which are generated when we license our products
directly to our business partners who then resell our software to end-user customers.

We provide our channel partners with sales and technical training in order to encourage them to create demand for our products and to
extend our presence globally and regionally. Our sales training includes an introduction to our company and an overview of our products
functionality, competitive advantages, packaging and pricing. We provide this training to business development personnel, project managers,
alliance managers and sales representatives employed by our channel partners. We typically provide an initial sales training program at a
channel partner s premises within 60 days of the execution of an agreement establishing the relationship. We provide supplemental sales training
to our channel partners on a quarterly basis and upon new product launches.

We provide technical training to developers, architects and project managers at our learning centers or on-site at channel partners premises.
This training typically extends for a minimum of two-weeks. During 2003, the Company trained over 1,000 third-party developers. In addition,
we encourage our channel partners to enroll in our accreditation and certification programs:

Our ATG Certified Professional Program consists of two exams. The first tests the developers expertise on our Adaptive Scenario
Engine, including Dynamo Application Framework and ATG Scenario Personalization. The second exam assesses a developer s
proficiency with ATG Commerce, including consumer and business-to-business tools and concepts. Certification can provide a developer
with a competitive advantage, since it offers evidence of the developer s capabilities using our software.

ATG Accredited Partner Program is intended to identify our most qualified partners. In order to become an accredited partner, a channel
partner must complete sales training, obtain certifications and complete implementations of our software. This program helps our clients
identify channel partners that are highly qualified to perform successful implementations of our software. As of December 31, 2003, we
had five accredited partners and several more in the process of becoming accredited.

7
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Set forth below is a partial list of organizations with which we have selling and marketing relationships:
North America

Accenture
Allstream
Analysts International
Bell Canada
Blast Radius
Cap Gemini Ernst & Young
Critical Mass
EDS
GTSI (federal government)
IBM
Immix Technology (federal government)
McFayden Consulting
Meritage
Professional Access
RTGX (federal government)
SAIC (federal government)
SBI & Company
Unisys (federal government)
WhittmanHart
International
Europe, Middle East and Africa
Accenture
Avinci AG
Cap Gemini Ernst & Young
CSC Computer Sciences Limited
Conexus
Degetel
Develon
Dimension Data
EDS
E-Tree ETC
GFI Informatica
Inferentia Dnm
Kora
Materna
Progiweb
SDG Consulting
Sequenza SPA
Thales IS
Unilog
Valoris

Asia and Pacific Rim

HP Japan
Rikei Corporation (Japan)
XM Sydney

We design our existing products and our products in development to operate on leading application server platforms from BEA and IBM, in
addition to our proprietary server software. In certain instances we may work with companies that sell products that compete with our
proprietary server software, including BEA and IBM, to sell our software as part of a larger solution being implemented by a customer utilizing
our competitors server software. The products that we attempt to sell that utilize our competitors server software include our commerce software,
which allows companies to transact business over the internet, our relationship management software, which allows companies to enable online
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marketing, sales and service solutions, and our self service software, which allows customers to develop, deploy and manage business
relationships.

As of December 31, 2003, in addition to offices throughout the United States, we had offices located in the United Kingdom, France,
Germany and Italy and sales personnel located in Spain. Our revenues from sources outside the United States were $25.3 million, or 35% of total
revenue, in 2003, $30.1 million, or 30% of total revenue, in 2002 and $47.6 million, or 34% of total revenue, in 2001. During the past year, we
have established relationships with new international partners and have added key international accounts.

Competition

The market for online sales, marketing and self-service software is intensely competitive, subject to rapid technological change, and
significantly affected by new product introductions and other market activities. We expect competition to persist and intensify in the future. We
currently have five primary sources of competition:

platform vendors such as BEA Systems and IBM, who are also our partners;

Microsoft, with whom we compete in commerce applications and, less directly, in the platform arena;
8
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commerce-oriented vendors, such as Blue Martini and BroadVision, which compete on various levels including portals and e-commerce;

marketing and customer-service vendors such as Chordiant, E.piphany and Kana, which may or may not have a vertical industry
focus; and

in-house development efforts by potential customers or partners.

We compete against these alternative solutions by focusing on an integrated customer experience for online sales, marketing and
self-service applications for consumer-facing businesses. We believe our solutions provide our clients with a rapid time to return on investment,
attractive long-term total cost of ownership, a way to present a single view of themselves to their customers, the ability to improve the
productivity and effectiveness of customer interactions, and the flexibility to adapt to rapidly changing and often unpredictable market needs.

We seek to provide our clients with a rapid time to return on investment through strong out-of-the-box functionality for online sales,
marketing and self-service built on a flexible, component architecture that is practical and cost-effective to customize. These capabilities can
enable our clients to get to market quickly in a manner that exploits their competitive advantages = which helps drive their return on investment.

Our products allow companies to present a single view of themselves to their customers through our repository integration. This integration
technology allows companies to easily access and utilize data in the enterprise regardless of the data storage format or location. The data can be
leveraged in their native form without having to move, duplicate or convert them. By enabling these capabilities in a cost-effective manner, we
believe our products can help companies protect their brand and keep their customers from becoming confused or frustrated all of which
positively impact customer satisfaction and loyalty.

Our adaptive scenario capability is designed to help companies make each interaction with their customers more productive and effective.
These personalization capabilities help ensure that consumers are presented with the most relevant information. By avoiding information
overload, consumers are more likely to have their needs met through the low cost online channel increasing the speed at which customer needs
are met and decreasing the likelihood the consumer will use a more expensive channel such as a call center. Adaptive scenario capabilities can
also make interactions with consumers more effective for our clients. It allows a business user to visually design a sequence of behaviors that our
customer would like to encourage a consumer to undertake  which can lead to a specific goal such as a site registration or transaction. Our
capabilities automatically monitor and encourage consumers to follow these pre-defined behavior patterns enabling our customer to maximize
the effectiveness of each interaction with the consumer.

Finally, we believe the combination of our out-of-the-box functionality, our component architecture and our repository integration helps
companies that use our products to adapt quickly and economically to rapidly changing and unanticipated market needs.

We support the adoption of open application server infrastructure by our old and new customers and plan to work closely with other
platform vendors to increase the value customers receive from our products regardless of the platform they select. We intend to focus our future
development and marketing efforts on applications rather than on our platform, and as a result we expect our business and operating results will
be less affected by competition with platform vendors such as BEA Systems and IBM.

Proprietary Rights and Licensing

Our success and ability to compete depends on our ability to develop and protect the proprietary aspects of our technology and to operate
without infringing on the proprietary rights of others. We rely on a combination of trademark, trade secret and copyright law and contractual
restrictions to protect our proprietary technology. These legal protections afford only limited protection for our technology. We seek to protect
our source code for our software, documentation and other written materials under trade secret and copyright laws. We license our software
pursuant to signed license, click through or shrink wrap agreements, which impose restrictions on the licensee s ability to use the software, such
as prohibiting reverse
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engineering and limiting the use of copies. We also seek to avoid disclosure of our intellectual property by requiring employees and consultants
with access to our proprietary information to execute confidentiality agreements and by restricting access to our source code. Due to rapid
technological change, we believe that factors such as the technological and creative skills of our personnel, new product developments and
enhancements to existing products are more important than legal protections to establish and maintain a technology leadership position.

Employees

As of December 31, 2003, we had a total of 361 employees. Of our employees, 118 were in research and development, 92 in sales and
marketing, 98 in services and 53 in general and administrative. Our future success will depend in part on our ability to attract, retain and
motivate highly qualified technical and management personnel, for whom competition is intense. From time to time, we also employ
independent contractors to support our professional services, product development, sales, marketing and business development organizations.
Our employees are not represented by any collective bargaining unit, and we have never experienced a work stoppage. We believe our relations
with our employees are good.

Internet Address and SEC Reports

We maintain a website with the address www.atg.com. We are not including the information contained on our website as a part of, or
incorporating it by reference into, this Annual Report on Form 10-K. We make available free of charge through our website 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
practicable after we electronically file such material with, or furnish such material to, the SEC. We also include on our website our corporate
governance guidelines and the charters for each of the major committees of our board of directors. In addition, we intend to disclose on our
website any amendments to, or waivers from, our code of business conduct and ethics that are required to be publicly disclosed pursuant to rules
of the SEC and Nasdaq.
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RISK FACTORS THAT MAY AFFECT RESULTS

This annual report contains forward-looking statements, including statements about our growth and future operating results. For this
purpose, any statement that is not a statement of historical fact should be considered a forward-looking statement. We often use the words
believes, anticipates, plans, expects, intends and similar expressions to help identify forward-looking statements.

There are a number of important factors that could cause our actual results to differ materially from those indicated or implied by
forward-looking statements. Factors that could cause or contribute to such differences include those discussed below, as well as those discussed
elsewhere in this annual report.

Risks Related To Our Business

We may not be able to sustain or increase our revenue or attain profitability on a quarterly or annual basis, which could lead to a
material decrease in the price of our common stock.

We incurred a loss in the first and third quarters of 2003 and in each quarter of fiscal 2002. As of December 31, 2003, we had an
accumulated deficit of $195.7 million. Our revenues decreased 29% to $72.5 million for 2003 compared with $101.5 million for 2002. We
believe the recent economic downturn within the software industry could continue to have an adverse effect on demand for our products and
services, and therefore adversely affect our revenues as well. Because we operate in a rapidly evolving industry, we have difficulty predicting
our future operating results and we cannot be certain that our revenues will grow or our expenses will decrease at rates that will allow us to
achieve profitability on a quarterly or annual basis. Additionally, in recent years the slowdown in the software industry and the decrease in
spending by companies in our target markets have reduced the rate of growth of the Internet as a channel for consumer branded retail and
financial services companies. If current economic conditions continue for an extended period of time or worsen, we may experience additional
adverse effects on our revenue, net income and cash flows, which could result in a decline in the price of our common stock.

We expect our revenues and operating results to continue to fluctuate for the foreseeable future, and the price of our common stock is
likely to fall if quarterly results are lower than the expectations of securities analysts.

Our revenues and operating results have varied from quarter to quarter in the past, and are likely to vary significantly from quarter to quarter
in the foreseeable future. If our quarterly results fall below our expectations and those of securities analysts, the price of our common stock is
likely to fall. A number of factors are likely to cause variations in our operating results, including:

fluctuating economic conditions, particularly as they affect our customers willingness to implement new e-commerce solutions;
the timing of sales of our products and services;

the timing of customer orders and product implementations;

delays in introducing new products and services;

increased expenses, whether related to sales and marketing, product development or administration;

the mix of revenues derived from products and services;

timing of hiring and utilization of services personnel;

cost overruns related to fixed-price services projects;

the mix of domestic and international sales; and

costs related to possible acquisitions of technologies or businesses.
11
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Accordingly, we believe that quarter-to-quarter comparisons of our operating results are not necessarily meaningful. The results of one
quarter or a series of quarters should not be relied upon as an indication of our future performance.

Turnover in our management, sales and engineering personnel may impair our ability to develop and implement a business strategy,

which could have a material adverse effect on our operating results and common stock price.

Members of our senior management team, including our two founders, our former Chief Executive Officer and President, and several senior
managers, have left us during the past three years for a variety of reasons, and we cannot assure you that there will not be additional departures.
As a result of this management turnover, our current management team has had limited experience working together and may be unsuccessful in
developing or executing a business strategy for us. These changes in management, and any future similar changes, may be disruptive to our
operations. In addition, equity incentives such as stock options constitute an important part of our total compensation program for management,
and the volatility or lack of positive performance of our stock price may from time to time adversely affect our ability to retain our management
team.

We rely heavily on our direct sales force. We have recently restructured and reduced the size of our sales force. Changes in the structure of
the sales force have generally resulted in temporary lack of focus and reduced productivity.

In addition, we recently restructured our research and development group, which could result in interruptions in product development and
reduced productivity.

Our lengthy sales cycle makes it difficult to predict our quarterly results and causes variability in our operating results.

Our long sales cycle, which can range from several weeks to several months or more, makes it difficult to predict the quarter in which sales
may occur. We have a long sales cycle because we generally need to educate potential customers regarding the use and benefits of our products
and services. Our sales cycle varies depending on the size and type of customer contemplating a purchase and whether we have conducted
business with a potential customer in the past. In addition, we believe the recent economic downturn in the United States has contributed to an
increased in the average length of our sales cycle as customers deferred implementing new e-commerce solutions.

We may incur significant sales and marketing expenses in anticipation of licensing our products, and if we do not achieve the level of
revenues we expected, our operating results will suffer and our stock price may decline. These potential customers frequently need to obtain
approvals from multiple decision makers prior to making purchase decisions. Delays in sales could cause significant variability in our revenues
and operating results for any particular period.

Competition could materially and adversely affect our ability to obtain revenues from license fees from new or existing customers and
professional services revenues from existing customers. While the list price for our software generally has been maintained over the past three
years, competitive pressures could require us to reduce the price of our software products. In either case, our business, operating results and
financial condition would be materially and adversely affected.

We face intense competition in the market for Internet online marketing, sales and service applications, and we expect competition to

intensify in the future. This competition could cause our revenues to fall short of expectations, which could adversely affect our future

operating results and our ability to grow our business.

The market for online marketing, sales and services applications is intensely competitive, and we expect competition to intensify in the
future. This level of competition could reduce our revenues and result in increased losses or reduced profits. Our primary competition currently
comes from in-house development
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efforts by potential customers or partners, as well as from other vendors of Web-based application software. We currently compete with Internet
application software vendors such as BroadVision and commerce, marketing and self-service vendors such as Chordiant, E.piphany and Kana.
We also compete with platform application server products and vendors such as BEA Systems IBM, and Microsoft, among others. In addition,
we compete indirectly with portal software vendors such as Vignette (through its acquisition of Epicentric), SAP Portals, a subsidiary of SAP,
and Plumtree and customer relationship management vendors such as Siebel and PeopleSoft.

Many of our competitors have longer operating histories and significantly greater financial, technical, marketing and other resources than
we do and may be able to respond more quickly to new or changing opportunities, technologies and customer requirements. Also, many current
and potential competitors have greater name recognition and more extensive customer bases that they can use to gain market share. These
competitors may be able to undertake more extensive promotional activities, adopt more aggressive pricing policies and offer more attractive
terms to purchasers than we can. Moreover, our current and potential competitors, such as Microsoft, may bundle their products in a manner that
may discourage users from purchasing our products. In addition, current and potential competitors have established or may establish cooperative
relationships among themselves or with third parties to enhance their products and expand their markets. Accordingly, new competitors or
alliances among competitors may emerge and rapidly acquire significant market share.

Competition could materially and adversely affect our ability to obtain revenues from license fees from new or existing customers and
professional services revenue from existing customers. Further, competitive pressures could require us to reduce the price of our software
products. In either case, our business, operating results and financial condition would be materially and adversely affected.

If we fail to maintain our existing customer base, our ability to generate revenues will be harmed.

Historically, we have derived a significant portion of our revenues from existing customers that purchase our support and maintenance
services and enhanced versions of our products. Retention of our existing customer base requires that we provide high levels of customer service
and product support to help our customers maximize the benefits that they derive from our products. To compete, we must introduce
enhancements and new versions of our products that provide additional functionality. Further, we must manage the transition from our older
products so as to minimize the disruption to our customers caused by such migration and integration with the customers information technology
platform. If we are unable to continue to obtain significant revenues from our existing customer base, our ability to grow our business would be
harmed and our competitors could achieve greater market share.

Our software offerings under our recent agreement with IBM may not achieve market acceptance, which may harm our business and
operating results.

On June 27, 2003, we entered into an original equipment manufacturer, or OEM, agreement with IBM under which we agreed to offer IBM s
WebSphere Internet infrastructure software as part of our packaged software offerings. Market acceptance of our new relationship with IBM is
important to our future success and is subject to a number of significant risks, many of which are outside our control. These risks include:

Our packaged software offerings must meet the requirements of our current and prospective clients. We are working with IBM to further
integrate our applications to optimize their performance while running on IBM WebSphere, but we cannot assure you that our integration
efforts will satisfy the needs of current and prospective customers.

IBM may determine not to devote significant resources to the arrangements contemplated by our OEM agreement or may disagree with us
as to how to proceed with the integration of our products. The amount and timing of resources dedicated by IBM under the OEM
agreement are not under our direct control.
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