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The information in this Prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This Prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

SUBJECT TO COMPLETION, DATED OCTOBER 23, 2003

PROSPECTUS

10,194,318 Shares

[LOGO]

CYBERGUARD CORPORATION

Common Stock

This prospectus relates to the proposed sale from time to time of up to an aggregate of 10,194,318 shares of common stock of CyberGuard
Corporation, a Florida corporation, by the selling shareholders named under the caption Selling Shareholders in this prospectus and any
amendment to this prospectus. The Selling Shareholders may sell the shares held for their own account or the shares may be sold by donees,
transferees, pledgees or other successors in interest that receive such shares from a Selling Shareholder as a gift or other non-sale related
transfer.

This prospectus provides you with a general description of the securities to be issued. You should read this prospectus and the applicable
prospectus supplement together with the additional information described under the heading Where You Can Find More Information before you
invest.

We will not receive any proceeds from the sale of shares of our common stock by the selling shareholders. We are paying the expenses of this
offering.

Our common stock is quoted on the Nasdaq National Market under the symbol CGFW. On October 21, 2003, the last reported sales price for our
common stock on the Nasdaq National Market was $11.00 per share.
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Investing in our Securities involves significant risks. You should carefully consider the information under the heading Risk Factors
beginning on Page 3.

Our principal executive offices are located at 2000 West Commercial Boulevard, Suite 200, Fort Lauderdale, Florida 33309, and our telephone
number is (954) 958-3900.

Neither the Securities and Exchange commission nor any state securities commission has approved or disapproved these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this prospectus is October 23, 2003
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You should rely only on information incorporated by reference or provided in this prospectus and any prospectus supplement. We have not
authorized anyone else to provide you with different information.

As used in this prospectus, unless the context requires otherwise, we or CyberGuard orthe Company means CyberGuard Corporation, a Florida
corporation.
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RISK FACTORS

IN ADDITION TO THE OTHER INFORMATION IN THIS PROSPECTUS OR INCORPORATED HEREIN BY REFERENCE, THE
FOLLOWING RISK FACTORS SHOULD BE CONSIDERED CAREFULLY WHEN EVALUATING CYBERGUARD AND OUR
BUSINESS BEFORE PURCHASING THE SECURITIES OFFERED IN THIS PROSPECTUS.

You should carefully consider the risks described below before making an investment decision. The risks and uncertainties described below are
not the only ones facing our company. Additional risks and uncertainties not presently known to us or that we currently consider immaterial may
also impair our operations. If any of the following risks were to materialize, our business, financial condition or results of operations could be
materially adversely affected. Were that to occur, the trading price of our common stock could decline, and you could lose all or part of your
investment.

Risks Related to Qur Business

We have incurred significant losses in the past and we may not be able to sustain profitability in the future.

During two of the past three years, we incurred net losses. As of June 30, 2003, we had an accumulated deficit of approximately $81 million.
Moreover, we currently expect to increase our operating expenses in connection with:

Expanding into new geographical markets

Expanding into new product markets

Continuing to develop our technology

Hiring additional personnel

Upgrading our information and internal control systems

We have difficulty predicting our future operating results or profitability due to volatility in the general economic conditions in the internet
security market. The overall weakness in the general economy and volatility on demand for our security products are two of the many factors
underlying our inability to predict our revenues for a given period. We base our spending levels for product development, sales and marketing,
and other operating expenses largely on expected future revenues. A large portion of our expenses are fixed for a particular quarter or a year, and
therefore we may be unable to decrease our spending in time to compensate for any unexpected quarterly or annual shortfalls in revenues. As a
result, any shortfall in revenue could cause our earnings to decrease or our losses to increase.

We may need to decrease the price of our products, which may reduce our revenues and our ability to generate income.
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Average selling prices of our product may decrease, which may reduce our gross margins. The average selling price for our products may
decline as a result of competitive pricing pressures, promotional programs and customers who negotiate price reductions in exchange for
long-term purchase commitments. The pricing of products depends on specific features and functions of the product, purchase volumes and the
level of sales and services support. We expect competition to increase in the future. As we experience pricing pressure, we anticipate that the
average selling price and gross margin per product will decrease over product lifecycles. We cannot assure you that we will be successful in
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developing and introducing on a timely basis new products with enhanced features, or that these products, if introduced, will enable us to
maintain our average selling price and gross margins at current levels. Our gross margin has been and will continue to be affected by a variety of
factors including competition, the mix in average selling price of products, new product introduction, enhancements and the cost of components
and manufacturing labor. We must manage each of these factors competitively for our gross margins to remain at their current levels.

We rely on a single manufacturer and assembly house. The loss of this relationship could result in our being unable to deliver products for
an extended period of time.

We outsource all of our hardware manufacturing and assembly primarily to one third-party manufacturer and assembly house, Omni Tech
Corporation, and we do not have a long term manufacturing contract with this company. We have only recently established arrangements with
an alternative manufacturer and assembly house and we may not be able to meet the demands for our products if we were to lose our relationship
with our primary manufacturer and assembly house. Our operations could be disrupted for an extended period of time if we have to switch to a
replacement vendor. A prolonged interruption in our hardware supply could result in a loss of customer orders and revenue and diminish the
reputation of our brands.

We may overestimate or underestimate our required inventories, which may result in either excess costs or our inability to deliver products
on a timely basis.

We provide forecasts of our demand to our primary contract manufacturer up to three months prior to scheduled delivery of product to our
customers. If we overestimate our requirements, our primary contract manufacturer may have excess inventory which would increase our cost. If
we underestimate our requirements, our primary contract manufacturer may have an inadequate component inventory, which could interrupt
manufacturing of our products and result in delayed shipments and reduced revenues. In addition, lead times for materials and components that
we order vary significantly and depend on the specific supplier, contract terms, and demand for each component at a given time and other
factors. We may also experience shortages of components from time to time, which also could delay the manufacturing of our products. If we
are unable to meet our future capital requirements, our business would be harmed.

We may need to raise additional capital to finance our operations or future growth, and this capital may not be available to us.

Our future revenue may be insufficient to support the expense of our operations and the expansion of our business. As a result, we may seek
additional funding through:

Public or private equity financing

Public or private debt financing

Capital lease transactions.

We believe that our cash on hand, cash equivalents and net working capital will be sufficient to meet our capital requirements for at least the
next twelve months. However, our capital requirements will depend on several factors, including:
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The rate of market acceptance of products and services.

Our ability to expand our customer base.
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The growth of our sales & marketing capabilities.

The cost of any acquisitions we may complete.

We may decide at any time to raise additional capital to take advantage of available strategic opportunities or attractive financing terms. If we
issue equity securities, shareholders may experience dilution or the new equity securities may have rights, preferences or privileges senior to
those of existing holders of common stock. If we cannot raise any required additional funds on acceptable terms, we may not be able to develop
or enhance our products, take advantage of future opportunities or respond to competitive pressures or unanticipated requirements, which could
have a material adverse effect on our ability to continue operating our business.

Our operating results fluctuate and can fall below expectations of analysts and investors, resulting in a decline of our stock price.

We base our spending levels for product development, sales and marketing and other operating expenses largely on our expected future
revenues. Because our expenses are largely fixed for a particular quarter or year we may be unable to adjust our spending in time to compensate
for any unexpected quarterly or annual shortfall in revenues. A failure to adjust our spending in time also could cause operating results to fall
below the expectations of our investors and analysts and result in a decline in our stock price.

Because many potential customers remain unaware of the need for internet security or may perceive it as costly and difficult to implement,
our products and services may not achieve market acceptance.

We believe that many potential customers are not fully aware of the need for internet security products and services. Historically, only
enterprises having substantial resources have developed or purchased internet security solutions. Also, there is a perception that internet security
is costly and difficult to implement. We will therefore not succeed unless the market understands the need for internet security and we can
convince our potential customers of our ability to provide this security in a cost effective manner. Although we have spent and will continue to
spend considerable resources educating potential customers about the need for internet security and the benefits of our products and services, our
efforts may be unsuccessful.

Seasonality and concentration of revenues at the end of the quarter could cause our revenues to fall below the expectation of analysts and
investors, resulting in a decline of our stock price.

The growth rate of our domestic and international sales has been and may continue to be slower in the summer months, when businesses often
defer purchasing decisions. Also, as a result of customer buying patterns and the efforts of our sales force to meet or exceed quarterly and
year-end quotas, historically we have earned a substantial portion of a quarter s revenue during its last month and more recently in the latter half
of the last month. If expected revenues at the end of any quarter are delayed, our revenues for that quarter could fall below the expectations of
the analysts and investors.

If third party channel partners fail to perform, our ability to sell our products and services will be limited.

We expect to sell most of our products and services through our channel network partners and we expect our success to depend in large part on
their performance. Some of our channel partners have the ability to sell products and services that are competitive with ours, to devote more

10
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resources to those competitive products than we devote to ours and to cease selling our products and services all together. If our third party
channel partners fail to perform, our ability to expand our business and increase sales will be limited.

11
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The market for internet security products and services is highly competitive and we may not have the resources to compete effectively.

The market for internet security products is intensely competitive and we expect competition to intensify in the future. An increase in
competitive pressures in our market or failure to compete effectively may result in price reduction, reduced gross margin and loss of market
share. Currently the primary competitors in our industry include CISCO Systems, Inc., Checkpoint Software Technologies, Ltd., Secure
Computing Corporation and Netscreen Technologies. Other competitors offering security products include hardware and software vendors, such
as Lucent Technologies, Inc. and Network Associates Inc., operating systems vendors, such as Microsoft Corporation, Novell and Sun
Microsystems Inc. and a number of smaller companies. Many of our competitors have longer operating histories, greater name recognition and
larger customer bases and a significantly greater financial, technical, marketing and other resources than we do.

In addition, our current and potential competitors may establish cooperative relationships among themselves or with third parties that may
further enhance their resources. As a result they may be able to adapt more quickly to new technologies and customer needs, devote greater
resources to the promotion or sales of their products and services, initiate or withstand substantial price competition, take advantage of
acquisitions or other opportunities more readily or develop and expand their product and services offerings more quickly. In addition, our
competitors may bundle products competitive with ours along with other products that they may sell to our current or potential customers. These
customers may accept these bundled products rather than separately purchase our products.

Our failure to address strain on our resources caused by growth will result in our inability to effectively manage our business.

Our current systems, management and resources will be inadequate if we begin to grow at a significant rate. A rapid expansion of our business
will place a significant strain on our administrative, operational and financial resources and will result in increasing responsibilities of our
management personnel. We will be unable to effectively manage our business if we are unable to timely and successfully alleviate the strain on
our business caused by rapid growth.

We may be unable to adequately expand our operational systems to accommodate growth, which can harm our ability to deliver our products
and services.

Our operational systems have not been tested at customer volumes that may be required in the future. We may encounter performance difficulty
when operating with a substantially greater number of customers. An inability to add additional operating systems and personnel to handle
increased demands may cause unanticipated disruptions in our current process, slower response times and poor customer service, including
problems filling customer orders.

Rapid changes in technology and industry standards could render our products and services unmarketable or obsolete and we may be unable
to introduce new products and services timely and successfully.

To succeed we must continually change and improve our products in response to rapid technological developments and changes in operating
systems, internet access and communications,

12



Edgar Filing: CYBERGUARD CORP - Form S-3/A

application and network software, computer and communication hardware, programming tools, computer language technology and hacker
techniques. We may be unable to successfully and timely develop these new products and services or achieve and maintain market acceptance.
The development of new, technologically advanced products and services is a complex and uncertain process requiring innovation and the
ability to anticipate technological and market trends. Because internet security technology is complex it can require long development and
testing periods. Releasing new products and services prematurely may result in quality problems, and releasing them late may result in loss of
customer confidence and market share. In the past we have on occasion experienced delays in the scheduled introduction of new and enhanced
products and services, and we may experience delays in the future. When we do introduce new or enhanced products and services, we may be
unable to manage the transition from the older products and services to minimize disruptions to the customers ordering patterns, avoid excess
inventory of older products and deliver enough products and services to meet customer demand.

We may be required to defend lawsuits or pay damages in connection with the alleged or actual failure of our products and services.

Because our products provide internet security and may protect valuable information, we may face claims for product liability, tort or breach of
warranty relating to our products and services. Anyone that circumvents our products security measures could misappropriate the confidential
information or other property of end-users using our products and services or interrupt their operations. If that happens, affected end-users or
channel partners may sue us. In addition, we may face breaches caused by faulty installations and implementations of our products by end-users
or channel partners. Although we attempt to reduce the risk of loss from claims through contractual or warranty disclaimers and liability
limitation provisions, these provisions may be unenforceable. Some courts, for example, have found contractual limitations of liability in
standard software licenses to be unenforceable because the licensee does not sign them. Defending a suit regardless of its merit could be costly
and could divert management s attention. Although we currently maintain business liability insurance, this coverage may be inadequate or be
unavailable in the future on acceptable terms, if at all.

A breach in security could harm public perception of our products.

We will not succeed unless the market place is confident that we provide effective internet security protection. Even networks protected by our
products may be vulnerable to electronic break-ins and computer viruses. If an actual or perceived breach of internet security occurs in an
end-user system, regardless of whether the breach is attributable to us, the market perception of the efficiency of our products and services could
be harmed. This could cause us or our channel partners to lose current and potential customers or cause us to lose potential channel partners.
Because the technology used by computer hackers to access or sabotage networks changes frequently and generally is not recognized until
launched against the target, we may be unable to anticipate these techniques.

If we are unable to prevent attacks on our internal network security system by computer hackers, public perception of our products and
services will be harmed.

Because we provide internet security, we are a significant target of computer hackers. We have experienced attacks by computer hackers in the
past and expect the attacks to continue. If attacks on our internal network systems are successful, public perceptions of our products and services
will be harmed.

13
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We may be unable to deliver our products and services if we cannot continue to license third party technology that is important for the
Sfunctionality of our products.

Our success will depend in part on our continued ability to license technology that is important for the functionality of our products. We depend
on our third party licenses to deliver reliable quality, high quality products, develop new products on a timely and cost effective basis and
respond to evolving technology and changes in the industry standards. We also depend on the continued compatibility of third party software
with future versions of our product. A significant interruption in the supply of third party technology could delay our development and sales
until we can find, license and integrate equivalent technology. This could damage our brand and result in loss of current and potential customers.
Although we believe we can find other sources for the technology we license, alternative technology may be unavailable on acceptable terms, if
at all.

We will be unable to deliver our products and services if component manufacturers fail to supply component parts with acceptable quality,
quantity and cost.

We obtain the component parts for our hardware from a variety of manufacturers. While our component vendors have produced parts for us in
acceptable quantities and with acceptable quality and cost in the past, they may be unable to do so in the future. Companies in the electronic
industry regularly experience lower than required component allocations and this industry is subject to frequent component shortfalls. Although
we believe we can find additional or replacement sources for our hardware components, our operation could be disrupted if we have to add or
switch to a replacement vendor or if our components supply is interrupted for an extended period. This could result in a loss of customer orders
and revenue.

Declines in demand for our products and services would cause our revenues and profitability to decrease.

If overall market demand for computers, servers and other computing devices declines significantly, and consumer and corporate spending for
such products declines, our revenue growth will be adversely affected. Additionally, the Company s revenues would be unfavorably impacted if
customers reduce their purchases of new software products or upgrades to existing products if such new offerings are not perceived to add
significant new functionality or other value to prospective purchasers.

A reduction in the growth of internet usage and a softening demand for our products and services caused by the ongoing economic downturn
may result in decreased revenue, earnings or growth rates and problems with our ability to manage inventory levels and realize customer
receivables.

We depend on the government, telecommunications, financial services, computing and manufacturing industries for a significant portion of our
revenues. Significant reduction in technology capital spending in these industries caused by adverse economic conditions may continue to result
in decreased revenues and earnings. Our revenues are dependent on the level of technology capital spending in the United States and
international economies. A number of companies announced significant reductions and deferrals in capital spending. If capital spending
continues to decline in these industries over an extended period of time, we may have difficulty increasing our revenues.

14
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Our failure to effectively develop new products could harm our ability to generate revenues in the future.

The development of software products is a complex and time-consuming process. New products and enhancements to existing products can
require long development and testing periods. Significant delays in new product releases or significant problems in creating new products could
negatively impact our ability to market and sell our products in the future.

If we do not retain our key employees, our ability to execute our business strategies and provide our products and services will be impaired.

Our future success will depend on the efforts and ability of our senior management and our key development, technical, operation, information
systems, customer support, and sales and marketing personnel, and on our ability to retain them. These employees are not obligated to continue
their employment with us and may leave us at any time. The loss of key employees would impair our ability to develop competitive products and
provide appropriate levels of service to our customers.

If we do not extend our international operations, the growth of our business will be limited.

Our ability to grow depends in part on the expansion of our international sales and operations, which we expect to continue to account for a
significant portion of our revenues. Sales to customers outside the United States accounted for approximately 51% of our revenues in fiscal year
2001, 58% in fiscal year 2002 and 50% in fiscal year 2003. The failure of our channel partners to sell our products internationally will limit our
ability to increase our revenues.

Our international operations result in export and currency risks, which may make our operations less profitable.

Our international sales are subject to the risks inherent in international business activity, including:

Cost of customizing products for foreign countries.

Export and import restrictions, including those affecting encryption commodities and software.

Difficulties in acquiring and authenticating customers information.

Reduced protection of intellectual property rights and increased liability exposure.

Regional economic and political conditions.

A significant portion of our international sales currently are U.S. dollar denominated. As a result, an increase in the value of the U.S. dollar
relative to foreign currencies may make our products less competitive in the international markets.
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We may be unable to adequately protect our proprietary rights, which may limit our ability to compete effectively.

Despite our efforts to protect our proprietary rights, unauthorized parties may misappropriate or infringe on our trade secrets, copyrights,
trademarks, service marks and similar proprietary rights. We face additional risk when conducting business in countries which have poorly
developed or inadequately enforced intellectual property laws. While we are unable to determine the extent to which piracy of our software
products exists we expect piracy to be a continuing concern, particularly in international markets and as a result of the growing use of the
internet.
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Intellectual property claims and litigation could subject us to significant liabilities for damages and invalidation of our proprietary rights.

In the future we may have to resort to litigation to protect our intellectual property rights to protect our trade secrets or to develop the validity
and scope of our proprietary rights of others. Any litigation, regardless of its success, would be costly and require significant time and attention
of our key management and technical personnel. The litigation could also force us to:

Stop or delay selling, incorporating or using products that incorporate the challenged intellectual property;

Pay damages;

Enter into licensing or royalty agreements, which may be unavailable under acceptable terms;

Redesign products and services that incorporate infringing technology.

We may face infringement claims from third parties in the future. The software industry has seen frequent litigation over intellectual property
rights, and we expect that participants in the internet security industry will be increasingly subject to infringement claims as the number of
products, services, and competitors grow and functionality of the products and services overlap. We cannot assure you that the steps taken by us
will be adequate to deter misappropriation of our proprietary rights or that third parties will not independently develop substantially similar
products, services and technology. Furthermore, there can be no assurance that our products will not infringe upon the intellectual property
rights of third parties. We may not be able to avoid infringement of third party intellectual property rights and may have to obtain a license,
defend an infringement action, or challenge the validity of the intellectual property rights in court. Failure to obtain or maintain intellectual
property rights in our products, for any reason, could have a material adverse effect on us.

Undetected product errors or defects could result in loss of revenues, market acceptance and claims against us.

Our products and services may contain undetected errors or defects, especially when first released. Despite extensive testing, some errors are
discovered only after a product has been installed and used by customers. Any errors discovered after commercial release could result in loss of
revenue or claims against us or our channel partners.

We are subject to shareholder litigation claims that could result in large payments by us, which would reduce our earnings or increase our
losses.

We are currently defending a class action lawsuit relating to a restatement of our financial results. We have entered into a Memorandum of
Understanding relating to the settlement of this lawsuit, which will result in our incurring a one-time charge of $4.3 million in the fourth quarter
of our 2003 fiscal year. A portion of this amount will be payable in cash or in a combination of cash and stock, at our option. The terms of the
settlement are subject to approval by the court, and there can be no assurance that the court will approve this proposed settlement of the lawsuit.
If the court does not approve the settlement, there can be no assurance that we will ultimately be successful in defending the lawsuit, or that if
we are unsuccessful, that there will be sufficient insurance coverage to cover any judgment rendered against us. We are unable to make any
estimates regarding the potential liability related to this litigation if the court does not approve the proposed settlement.

17



Edgar Filing: CYBERGUARD CORP - Form S-3/A

10

18



Edgar Filing: CYBERGUARD CORP - Form S-3/A

Governmental controls over the export or import of encryption technology could cause us to lose sales.

Any additional governmental regulations of imports or exports, or failure to obtain required approval for our encryption technologies could
adversely affect our international and domestic sales. The United States and various other countries have imposed controls, export license
requirements and restrictions on the import or export of some technologies, especially encryption technology. In addition, from time to time
governmental agencies have proposed additional regulation over encryption technology, including, for example, requiring the escrow and
governmental recovery of private encryption keys. Additional regulation of encryption technology could delay or prevent the acceptance and use
of encryption products in public networks for secure communications. This in turn could result in decreased demand for our products and
services. In addition, some foreign competitors are subject to less stringent controls on exporting their encryption technologies. As a result, they
may be able to compete more effectively than we can in the u.s. and international security markets.

One of our shareholders owns a significant percentage of our outstanding common stock and may be able to control the outcome of
shareholder votes.

Richard Scott, one of the former principals of Fernwood Partners II, LLC, and a former member of our Board of Directors, beneficially owns,
directly or indirectly, 8,203,647 shares of our common stock as of March 18, 2003, or approximately 38.1% of our common stock outstanding.
Accordingly, Mr. Scott may be able control the outcome of certain shareholder votes, including votes concerning the election of directors, the
adoption or amendment of provisions in our Articles of Incorporation, and the approval of mergers and other significant corporate transactions.
This level of concentrated ownership by one person may have the effect of delaying or preventing a change in the management or voting control
of CyberGuard.

Our Articles of Incorporation and Florida law contain provisions that could discourage third parties from acquiring us or limit the price that
they would be willing to pay for our stock.

Certain provisions of our Articles of Incorporation, or Articles, and Bylaws, as well as the Florida Business Corporation Act, may have an
anti-takeover effect and may discourage, delay, defer or prevent a tender offer or takeover attempt that a shareholder might consider to be in its
best interest, including those attempts that might result in a premium over the market price for the shares held by the shareholders. Certain of
such provisions allow our board of directors to authorize the issuance of preferred stock with rights superior to those of the common stock.

Our business will suffer if we fail to comply with recent federal regulations and proposed rules of the Securities and Exchange Commission
relating to corporate governance reform.

As a public company, we are subject to certain federal regulations and the rules and regulations of the Securities and Exchange Commission or
the Commission. On July 30, 2002, President George W. Bush signed into law the Sarbanes-Oxley Act of 2002, effecting tighter accounting,
corporate fraud and securities laws. To implement this legislation, the Commission is expected to adopt new rules pertaining to, among other
things, audit committee requirements and additional disclosure and reporting requirements. Our reputation and financial results could be
materially harmed by any failure by us to comply with any current or future rules or regulations relating to the Sarbanes-Oxley Act or to any
other federal corporate reform measures.
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Risks Related to This Offering

The stock prices of technology companies like ours are highly volatile and could drop unexpectedly.

The public markets have experienced volatility that has particularly affected the market prices of securities of many technology companies for
reasons that have often been unrelated to operating results. During the course of the preceding twelve months ended June 30, 2003 the market
price of our common stock traded within a range of $1.88 to $8.10 per share. This volatility may adversely affect the market price of our
common stock and our visibility and credibility in the markets.

Future sales of large amounts of our common stock held by existing shareholders could adversely affect our stock price.

The market price for our common stock could fall substantially if our shareholders sell large amounts of our common stock in the public market
following this offering. These sales, or the possibility that these sales may occur, could also make it more difficult for us to sell equity or
equity-related securities if we need to do so in the future to address then-existing financing needs.
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USE OF PROCEEDS

This prospectus relates to our common stock to be offered for sale for the account of certain Selling Shareholders who are named under the
caption Selling Shareholders in this prospectus and any amendment to this prospectus. We will not receive any of the proceeds from the sale of
shares of our common stock by the Selling Shareholders.

We will receive proceeds from the exercise of the warrants. We intend to use any proceeds received from the exercise of these warrants for
general working capital purposes.

SELLING SHAREHOLDERS

We are registering the shares in order to permit the Selling Shareholders to offer these shares for resale from time to time. Some of the shares of
common stock being offered by the Selling Shareholders will be issued upon the exercise of certain warrants.

Shares issued in connection with the Fernwood financing transactions.

In August 1999, we entered into a financing transaction with Fernwood Partners II, LLC (referred to as Fernwood ) and certain of our present and
former officers, directors and employees, through which we obtained a total amount of $4,313,484. As part of this Fernwood financing

transaction, Fernwood provided $3,699,484, William G. Scott, a current member of our Board of Directors, provided $100,000. The remaining
$514,000 was provided by certain other of our directors, executive officers and employees. This transaction with Fernwood consisted of
promissory notes convertible into our common stock at $1.00 per share and warrants to purchase 4,313,484 shares of our common stock at $2.00
per share. All of the convertible promissory notes have been either repaid or converted into shares of our common stock.

In December 2000, we completed an additional $1,000,000 financing transaction with Fernwood on substantially the same terms as the previous
financing transaction with Fernwood, except that the promissory notes were convertible into shares of our common stock at $1.51 per share and
the warrants to purchase an additional 333,877 shares of the our common stock are exercisable at $2.51 per share.

In total, 5,531,748 shares of our common stock were issued upon conversion of the convertible notes, and 2,402,000 shares of our common stock
have been issued upon exercise of warrants issued in the Fernwood financing transactions. Warrants exercisable for 2,245,361 shares of our
common stock remain outstanding and are exercisable until August 26, 2004. All of the shares issuable upon exercise of the warrants are being
registered for resale under this prospectus and the registration statement to which this prospectus relates.

On March 18, 2003, Fernwood dissolved and liquidated its assets by distributing such shares to the five people who owned equity interests in
Fernwood. As part of this liquidation, the equity owners received the shares of the our common stock and the warrants to purchase our common
stock previously held by Fernwood. The shares now held by the former owners of Fernwood, and the shares issuable upon exercise of such
warrants, are being offered pursuant to this prospectus.
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Shares issued in connection with our acquisition of NetOctave, Inc.

On March 4, 2003, we completed the acquisition of certain assets of NetOctave, Inc., (referred to as NetOctave ), pursuant to an Asset Purchase
Agreement dated January 22, 2003. In exchange for certain assets of NetOctave, we agreed to pay NetOctave up to $750,000 in cash and we
issued NetOctave
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107,419 shares of our common stock valued at $750,000 based upon the average closing price of our common stock over a ten-day period prior
to the date of the Agreement. We granted NetOctave certain registration rights for the shares of common stock that we issued in the transaction.

The issuance of our common stock to NetOctave was not registered under the Securities Act, in reliance upon the exemptions set forth in Section
4(2) of the Securities Act of 1993 as amended (the Securities Act ). The issuance was exempt from registration under Section 4(2) based on the
following: (i) NetOctave had the requisite knowledge and experience in financial and business matters to evaluate the merits and risk of an
investment in our securities; was able to bear the economic risk of an investment in our securities; had access to or was furnished with the kinds
of information that registration under the Securities Act would have provided; and acquired the shares for its own account in transactions not
involving any general solicitation or general advertising, and not with a view to the distribution of the securities; and (ii) a restrictive legend was
placed on each certificate evidencing the shares.

Selling Shareholder Table

The following table lists the following information with respect to the Selling Shareholders: (i) each Selling Shareholder s name and position,
office or material other relationships (if any) that the Selling Shareholder has had with us or any of our predecessors or affiliates within the past
three years; (ii) the number of outstanding shares of common stock beneficially owned by the Selling Shareholders prior to this offering
(excluding shares issuable upon exercise of certain options by the Selling Shareholders); (iii) the number of shares of common stock to be
beneficially owned by each Selling Shareholder after the completion of this offering assuming the sale of all of the shares of the common stock
offered by each Selling Shareholder (excluding shares issuable upon exercise of certain options by the Selling Shareholders); and (iv) if one
percent or more, the percentage of outstanding shares of common stock to be beneficially owned by each Selling Shareholder after the
completion of this offering assuming the sale of all of the shares of the common stock offered by each Selling Shareholder and based on
20,401,924 shares of our common stock outstanding on March 4, 2003.

The Selling Shareholders may sell all, some or none of their shares in this offering. See Plan of Distribution.
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Name and Position

Richard L. Scott Revocable Trust®®

Frances Annette Scott Revocable Trust®®

Richard L. & F. Annette Scott Family Partnership Ltd.®®
F. Stephen Allen®

Allan L. Bazaar®

Scott J. Hammack ®”

David L. Manning®
William G. Scott®
Michael G. Wittig®19
David R. Proctor®
Terrence A. Zielinski®
Dawn Garnish®
William Confare®
Stephen Rotolo®
Chela Graziella Diaz-DeVillegas®
Nancy Parrish®

Roger Barranco®
Wade Scholine®
Phyllis Weber®

Hadi Mettawa®

Mark Smith®

James Divietri®

Reed Tarpley®

Ray Artz®

Beth Reid®

Gregory Hesselberg®
Fred Lee Brown, Jr. &
Righter Kunkel®
Anderson Jackson®
Michael Keene®
Mark Heuser®

Diana Norwood®
Soheila Amiri®
Benjamin Treiber®
David Edrich®
Richard Rifenburgh®
C. Shelton James Defined Benefit Keogh Plan
Diana Shahinian®
Patrick O. Wheeler®
Frederick O. Hawkes®
Leland R. Reiswig
NetOctave, Inc.('V

Sh o q Shares Owned After
ares Owne: .
Before the Shares to be the Offering
Offering Offered
Number Number(s) Number Percent(l)
1,941,998 1,941,998 0 i
4,286,627 3,869,727 416,900 2.04%
1,941,998 1,941,998 0 <
1,152,530 1,152,530 0 *
14,273 14,273 0 i
349,249 348,214 1,035 *
21,107 21,107 0 i
211,075 211,075 0 *
133,160 78,569 54,591 i
150,000 150,000 0 *
25,000 25,000 0 <
4,554 2,123 2,431 *
16,015 10,000 6,015 i
12,183 8,494 3,658 *
14,959 6,370 8,589 i
4,855 2,123 2,732 *
16,235 6,370 9,865 i
10,257 2,123 8,134 *
3,436 2,123 1,313 o
10,213 6,370 3,843 *
19,928 6,370 13,558 i
17,157 10,617 6,540 *
4,506 1,000 3,506 i
20,124 6,370 13,754 *
22,822 4,247 18,575 i
18,233 4,247 13,986 *
20,607 6,370 14,237 i
21,798 10,000 11,798 *
42,213 38,223 3,990 i
21,519 4,247 17,272 *
16,495 6,370 10,125 *
39,253 16,988 22,265 *
21,836 14,864 6,972 i
1,000 1,000 0 *
5,932 4,225 1,707 i
15,000 15,000 0 *
10,000 10,000 0 i
10,000 10,000 0 *
109,259 74,322 34,937 i
31,852 31,852 0 *
10,000 10,000 0 <
107,419 107,419 0 *

(M The percentage of common stock to be owned by the Selling Shareholder is denoted with an asterisk if less than 1 percent.

@ Richard Rifenburgh resigned as a director in May 2000.

& Includes shares of common stock for convertible notes and/or for warrants issued by us in connection with the Fernwood Financing in
August 1999, with the exception of the 107,419 shares of common stock issued to NetOctave, Inc. and the shares and warrants issued to

Scott J. Hammack.
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[C))

(&)

(6)

(@)

®)

©

10)
an

David R. Proctor resigned as a director of the Company effective in November, 2001, and was President and Chief Executive Officer of

the Company until January, 2001.

Current or former employee of the Company. The numbers in the Shares Owned Before the Offering include the shares held by the current
or former employee under the Company s 401(k) plan and/or Employee Stock Purchase Plan.

David L. Manning and William G. Scott are directors of the Company

Scott J. Hammack has been the Chief Executive Officer since January, 2001 and Chairman of the Board since September, 2001.

Richard L. Scott is the beneficial owner of this entity. Richard L. Scott served as a director of the Company from February 2001 to March
2003.

A former member of Fernwood Partners II, LLC ( Fernwood ). Fernwood was a major shareholder of the Company during the past three
years. On March 18, 2003, Fernwood was dissolved and all the Company s common stock and warrants held by Fernwood were distributed
in-kind to its members.

Michael G. Wittig is an executive officer of the Company.

The natural persons who exercise voting and/or dispositive control over NetOctave, Inc. are: W. Chris Hegele, Mitch Mumma, and

Michael F. Elliott.

The preceding table represents the holdings by the Selling Shareholders based upon the Company s best knowledge. The Selling Shareholders
identified above may have sold, transferred or otherwise disposed of in transactions exempt from the requirements of the Securities Act, all or a
portion of their common stock since the date as of which the information in the preceding table is presented. Information concerning the Selling
Shareholders may change from time to time, which changed information will be set forth in supplements to this prospectus if and when
necessary. Because the Selling Shareholders may offer all or some of the common stock that they hold, we cannot give an estimate as to the
amount of common stock that will be held by the Selling Shareholders upon the termination of this offering. See Plan of Distribution.
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PLAN OF DISTRIBUTION

The distribution of shares of common stock by the Selling Shareholders is not subject to any underwriting agreement. The Selling Shareholders
may, from time to time, sell all or a portion of the shares of common stock on any market upon which the common stock may be quoted, in
privately negotiated transactions or otherwise, at fixed prices that may be changed, at market prices prevailing at the time of sale, at prices
related to such market prices or at negotiated prices. The shares may be sold by one or more of the following methods, without limitation:

a block trade in which the broker or dealer so engaged will attempt to sell the shares as agent, but may position and resell a portion of
the block as principal to facilitate the transaction;

purchases by a broker or dealer as principal and resale by the broker or dealer for its account pursuant to this prospectus;

ordinary brokerage transactions and transactions in which the broker solicits purchasers;

privately negotiated transactions; and

a combination of any of the above-listed methods of sale.

In effecting sales, brokers and dealers engaged by a Selling Shareholder may arrange for other brokers or dealers to participate. Brokers or
dealers may receive commissions or discounts from the Selling Shareholder, or, if any such broker-dealer acts as agent for the purchaser of such
shares, from such purchaser, in amounts to be negotiated. These commissions or discounts are not expected to exceed those customary in the
types of transactions involved.

The Selling Shareholders and any broker-dealers or agents that participate with the Selling Shareholders in the sales of the shares of common

stock may be deemed to be underwriters within the meaning of the Securities Act in connection with those sales. In such event, any commissions
received by such broker-dealers or agents and any profit on the resale of the shares of common stock purchased by them may be deemed to be
underwriting commissions or discounts under the Securities Act.

We will pay all fees and expenses of registeringthe shares of common stock being offered in this prospectus.

LEGAL MATTERS

The validity of the common stock offered hereby will be passed on for us by Holland & Knight LLP, 701 Brickell Avenue, Suite 3000, Miami,
Florida 33131.

EXPERTS
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The consolidated financial statements of CyberGuard Corporation included or incorporated by reference in our annual report on Form 10-K for
the year ended June 30, 2003, which are incorporated by reference in this prospectus, have been audited by Grant Thornton LLP, independent
auditors. Our consolidated financial statements are incorporated by reference in this prospectus in reliance on Grant Thornton LLP s reports,
given on their authority as experts in accounting and auditing.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The Commission allows us to incorporate by reference the information we file with them, which means that we can disclose important
information to you by referring you to those documents. The information incorporated by reference is considered to be part of this prospectus,
and later information filed with the Commission will update and supersede this information. We incorporate by reference the documents listed
below and any future filings made with the Commission prior to the termination of this offering under Section 13(a), 13(c), 14 or 15(d) of the
Securities Exchange Act of 1934.

(1) The description appearing under the caption Description of Capital Stock, included as a part of our Registration Statement on Form
S-3, File No. 333-04407, filed under our former name, Harris Computer Systems Corporation, with the Commission on May 23,
1996, as amended by Amendment No. 1 to Registration Statement on Form S-3/A filed with the Commission on June 24, 1996, and
as further amended by Amendment No. 2 to Registration Statement on Form S-3/A filed with the Commission on July 15, 1996.

(2) Annual Report on Form 10-K for the year ended June 30, 2003, filed with the Commission on August 28, 2003.

(3) Amended Annual Report on Form 10-K for the year ended June 30, 2003, filed with the Commission on October 23, 2003.

Upon your request, we will provide to you, at no cost, a copy of any or all of the information that has been incorporated by reference in this
prospectus. You may request a copy of these filings by writing to us or telephoning us at the following address:

CyberGuard Corporation

2000 West Commercial Boulevard
Suite 200

Fort Lauderdale, Florida 33309
(954) 958-3900

Attention: Secretary

WHERE YOU CAN FIND MORE INFORMATION

We intend to file annual, quarterly, and special reports, proxy statements, and other information with the Commission. Copies of such material
can be inspected and may be copied at prescribed rates at the public reference room maintained by the Commission at the Public Reference
Room, 450 Fifth Street, N.W., Washington, D.C. 20549. You may contact the public reference room via e-mail at publicinfo@sec.gov or via
telephone at 202-942-8090. You may contact the Commission at 1-800-SEC-0330 for further information on the public reference room. The
Commission also maintains a website that contains information filed electronically by us. The address of the Commission s website is
http://www.sec.gov. Our common stock is listed on the Nasdaq National Market and certain of our filings with the Commission are also
available through the Nasdaq Stock Market, Inc. website at http://www.nasdaq.com.
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This prospectus constitutes a part of a registration statement on Form S-3 filed by us with the Commission under the Securities Act, with respect
to the securities offered in this prospectus. This prospectus does not contain all the information that is in the registration statement. We refer to
the registration statement and to the exhibits to such registration statement for further information with
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respect to CyberGuard and the securities offered in this prospectus. Statements contained in this prospectus concerning the provisions of
documents are necessarily summaries of the material provisions of such documents, and each statement is qualified in its entirety by reference to
the copy of the applicable document filed with the Commission. Copies of the registration statement and the exhibits to such registration

statement are on file at the offices of the Commission and may be obtained upon payment of the prescribed fee or may be examined without
charge at the public reference facilities of the Commission described above.

19

30



Edgar Filing: CYBERGUARD CORP - Form S-3/A

PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14.  Other Expenses of Issuance and Distribution.

The following table sets forth the estimated fees and expenses in connection with the issuance and distribution of the securities being registered
hereunder.

Commission Registration Fee $ 4,289
Accounting Fees and Expenses $ 10,000
Legal Fees and Expenses $ 15,000
Miscellaneous $ 2,711
Total $ 32,000

All amounts are estimated except for the Commission registration fee.

Item 15. Indemnification of Directors and Officers.

In accordance with Section 607.0831 of the Florida Business Corporation Act or Florida BCA, which mandates the elimination of a director s
personal liability except under certain circumstances, Article XII of our Articles of Incorporation ( Article Twelve ) provides that directors of
CyberGuard will not be personally liable to CyberGuard or its shareholders for monetary damages for breach of fiduciary duty as director,
except to the extent that such exemption from liability or limitation thereof is not permitted under the Florida BCA as currently in effect or as it
may hereafter be amended. Under Section 607.0831 of the Florida BCA, as in effect on the date hereof, a director remains personally liable for
monetary damages to the corporation or any other person for any statement, vote, decision, or failure to act, regarding corporate management s
policy, if the director breached or failed to perform his duties as a director and the director s breach of, or failure to perform, those duties
constitutes: (i) a violation of the criminal law, unless the director had reasonable cause to believe his conduct was lawful or had no reasonable
cause to believe his conduct was unlawful; (ii) a transaction from which the director derived an improper personal benefit, either directly or
indirectly; (iii) a violation of Section 607.0834 of the Florida BCA, which proscribes directors from voting for or assenting to the payment of
dividends and stock repurchases or redemptions under certain circumstances; (iv) in a proceeding by or in the right of the corporation to procure
a judgment in its favor or by or in the right of a shareholder, conscious disregard for the best interests of the corporation or willful misconduct;
or (v) in a proceeding by or in the right of someone other than the corporation or a shareholder, recklessness or an act or omission that was
committed in bad faith or with malicious purpose or in a manner exhibiting wanton and willful disregard of human rights, safety, or property.

Article Twelve provides that any future repeal or amendment of its terms (including any amendment or repeal of this Article Twelve made by
virtue of any change in the Florida BCA) will not adversely affect any rights of directors existing thereunder with respect to acts or omissions
occurring prior to such repeal or amendment.

Pursuant to authority conferred by Section 607.0850 of the Florida BCA, Section 6.4 of our Bylaws mandates that CyberGuard s directors,
officers, and employees be indemnified to the fullest extent permitted by law for all expenses relating to any action, suit or proceeding, whether
civil, criminal, or administrative (i) by reason of the fact that such person is or was a director, officer, or employee of CyberGuard or (ii) by
reason of the fact that, while such person is or was a director, officer, or employee of CyberGuard, such person is or was serving at our request
as a director, officer, or employee of another
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enterprise. Indemnification is available only where the person seeking indemnification has (i) acted in good faith and (ii) in a manner he
reasonably believed to be in, or not opposed to, the best interests of CyberGuard with respect to the claim against him. With respect to a criminal
action or proceeding, such person must also have had no reasonable cause to believe his conduct was unlawful. Section 607.0850(3) of the
Florida BCA requires that, to the extent such director, officer, or employee has been successful on the merits or otherwise in defense of such
proceeding, the Company indemnify such person against expenses actually or reasonably incurred by him or her in connection with the
proceeding.

Section 607.0850(6) of the Florida BCA permits CyberGuard to pay those expenses incurred by an officer or director in defending a civil or
criminal proceeding in advance of the final disposition of such proceeding upon receipt of an undertaking by or on behalf of such director or
officer to repay such amount if he is ultimately found not to be entitled to indemnification by the corporation. Expenses incurred by other
employees and agents may be paid in advance upon such terms or conditions that the Board of Directors deems appropriate. Section 6.4 of the
Bylaws requires CyberGuard to pay or reimburse all expenses, including attorney s fees, incurred by any such person in defending any such
action, suit or proceeding upon receipt by CyberGuard of an undertaking of such person to repay such expenses if it shall ultimately be
determined that such person is not entitled to be indemnified by CyberGuard.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted for directors and officers and controlling persons
pursuant to the foregoing provisions, we have been advised that in the opinion of the Commission such indemnification is against public policy
as expressed in the Securities Act and is, therefore, unenforceable.

1I-2
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Item 16. EXHIBITS

The following exhibits are included in this registration statement:

Exhibit
No. Exhibit Description
2.1 Asset Purchase Agreement dated January 22, 2003 by and between NetOctave, Inc. and CyberGuard Corporation”
4.1 Form of Shareholder Rights Plan®
4.2 Form of Share Holding Agreement between Concurrent Computer Corporation and the Company®
5.1 Legal Opinion of Holland & Knight LLP
10.1 Form of Warrant Agreements issued to Fernwood Partners II, LLC and other investors in the Fernwood financing transactions
4
23.1 (C)onsent of Holland & Knight LLP, contained in the Legal Opinion attached as Exhibit No. 5.1.©®
23.2 Consent of Grant Thornton LLP, Independent Certified Public Accountants
24.1 Power of Attorney appointing Scott J. Hammack and Michael D. Matte as attorney-in-fact and agent. ®

@ Incorporated by reference to the Company s Form 8-K filed with the Commission on March 13, 2003.

@ Incorporated herein by reference to Post-Effective Amendment No. 1 to the Company s Registration Statement on Form 10 dated
September 29, 1994, File No. 0-24544.

& Incorporated herein by reference to the Company s Registration Statement on Form S-3 dated May 23, 1996 (File No. 333-04407).

@ Incorporated by reference to the Company s Form 10-Q filed with the Commission on November 12, 1999.

®  Previously filed.

Item 17.  Undertakings.

(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(1) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(i1) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent post-effective
amendment thereof) that, individually or in the aggregate, represent a fundamental change in the information set forth in the registration
statement; and
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(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any
material change to such information in the registration statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be deemed to
be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the
termination of the offering.

(b) The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of
the registrant s annual report pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of an
employee benefit plan s annual report pursuant to Section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in the
registration statement shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof.

(h) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling
persons of the Registrant pursuant to the foregoing provisions, or otherwise, the Registrant has been advised that in the opinion of the Securities
and Exchange Commission such indemnification is against public policy as expressed in the Act and is, therefore, unenforceable. In the event
that a claim for indemnification against such liabilities (other than the payment by the Registrant of expenses incurred or paid by a director,
officer or controlling person of the Registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or
controlling person in connection with the securities being registered, the Registrant will, unless in the opinion of its counsel the matter has been
settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public
policy as expressed in the Act and will be governed by the final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to believe that it meets all of the
requirements for filing on Form S-3 and has duly caused this registration statement to be signed on its behalf by the undersigned, thereunto duly
authorized, in the City of Fort Lauderdale, State of Florida, on October 23, 2003.

CYBERGUARD CORPORATION

By: /s/ Scorr J. HAMMAcK

Scott J. Hammack
Chairman and Chief Executive
Officer

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities
and on the dates indicated:

Signature Title
/s/ Scorrt J. HAMMACK Chief Executive Officer and Chairman of the Board of Directors
Scott J. Hammack (Principal Executive Officer)
/s/ MicHAEL D. MaTTE Chief Financial Officer and Vice President of Finance
Michael Matte (Principal Financial and Accounting Officer)
% Director

David L. Manning

* Director

William G. Scott

% Director

William D. Rubin

* Director

John V. Tiberi, Jr.

% Director

Daniel Moen

Director
Kenneth C. Jenne, I1
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/s/ Scort J. HAMMAcCK

Scott J. Hammack
Attorney-in-Fact
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