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If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering. *

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. ~

The Company hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Company shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), shall determine.
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The information in this prospectus is not complete and may be changed. The selling securityholders named in this
prospectus 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 the selling securityholders named in
this prospectus are not soliciting offers to buy these securities in any jurisdiction where the offer or sale is not permitted.

Subject to completion, dated August 6, 2004

PROSPECTUS

RED HAT, INC.

$600,000,000 Principal Amount of 0.50% Convertible Senior Debentures due 2024 and

23,445,180 shares of common stock

Red Hat, Inc. issued an aggregate principal amount of $600 million of 0.50% Convertible Senior Debentures in a private placement on January
12, 2004. This prospectus will be used by the selling securityholders from time to time to resell their debentures and the shares of our common
stock issuable upon conversion of the debentures. We will not receive any proceeds from the sale of the debentures or the underlying shares of
our common stock offered by this prospectus.

The interest on the debentures accrues from January 12, 2004 at the rate of 0.50% per annum, payable on each January 15 and July 15 beginning
on July 15, 2004.

The debentures will mature on January 15, 2024, unless earlier converted, redeemed by us at our option or repurchased by us at the option of our
holders. The debentures are convertible into shares of our common stock at an initial conversion rate of 39.0753 shares per $1,000 principal
amount of debentures, subject to adjustment.

Holders of the debentures may convert their debentures prior to stated maturity under the following circumstances: (1) during any fiscal quarter
after the fiscal quarter ending February 29, 2004, if the sale price of our common stock exceeds 120% of the then current conversion price for a
period specified in the prospectus, (2) during any five trading-day period following any debenture measurement period as described in this
prospectus in which the average trading price for the debentures for such debenture measurement period was less than 97% of the average
conversion value for the debentures for such period, unless, after January 15, 2019, on any trading day during such debenture measurement
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period the closing sale price of shares of our common stock was between the then current conversion price of the debentures and 120% of the
then current conversion price of the debentures, (3) if we call the debentures for redemption or (4) upon the occurrence of certain corporate
transactions.

We may redeem the debentures, in cash, at any time, on or after January 15, 2009 at a price equal to 100% of the principal amount, plus accrued
and unpaid interest. The holders may redeem the debentures, in cash, at a price equal to 100% of the principal amount plus accrued and unpaid
interest on January 15, 2009, January 15, 2014 and January 15, 2019 or at any time prior to their maturity following a repurchase event as
described in this prospectus.

The debentures are our senior unsecured obligations and rank equally in priority with all of our existing and future unsecured and
unsubordinated indebtedness, senior in right of payment to all of our existing and future subordinated indebtedness, and effectively junior to any
of our secured indebtedness to the extent of the assets securing such indebtedness and to the indebtedness and other liabilities of our subsidiaries,
including trade creditors.

There is currently no public market for the debentures. The debentures are eligible for trading in the Private Offerings, Resales and Trading

Through Automated Linkages, or PORTAL, Market. Our common stock is traded on the Nasdaq National Market under the symbol RHAT. On
August 5, 2004, the last reported closing price of our common stock on Nasdaq was $16.59 per share. You are urged to obtain current market
quotations for our common stock. You should read Material U.S. Federal Income Tax Considerations beginning on page 51.

Investing in our common stock involves a high degree of risk. See _Risk Factors beginning on page 6.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is , 2004.
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PROSPECTUS SUMMARY

This summary highlights important features of this offering and the information included or incorporated by reference in this prospectus. This
summary does not contain all of the information that you should consider before investing in the debentures and the underlying shares of our
common stock. You should read the entire prospectus carefully, including the Risk Factors section, before making an investment decision.

In this prospectus, unless the context otherwise requires, references to Red Hat, we, us, and our refer to Red Hat, Inc. and its subsidiaries. Red
Hat® is our registered trademark.

We have not and the selling securityholders have not authorized anyone to provide you with information different from that contained or
incorporated by reference in this prospectus. The selling securityholders are offering to sell, and seeking offers to buy, the securities only in
jurisdictions where offers and sales are permitted. The information contained in this prospectus is accurate only as of the date of this prospectus,
regardless of the time of delivery of this prospectus or of any sale of the securities.

RED HAT, INC.

We are the global leader in providing an enterprise operating system and related systems management services based on open source technology
for the information technology infrastructure requirements of large enterprises. We developed an enterprise operating system, Red Hat
Enterprise Linux AS, which we introduced in May 2002. Since the original release, we have added two additional versions of Red Hat
Enterprise Linux: Red Hat Enterprise Linux ES and Red Hat Enterprise Linux WS. With these offerings we provide a Red Hat Enterprise Linux
operating system that, we believe, is suitable from a price and functionality perspective for a wide range of application areas of the information
technology infrastructure of the large enterprise, including the technical/developer workstation, the middle tier of the information technology
infrastructure, which includes applications such as database ERP and large file systems, and the data center. Red Hat Network provides an
integrated management service that allows Red Hat Enterprise Linux technologies to be updated, configured, provisioned and the performance
of these technologies to be monitored in an automated fashion. These technology solutions, and the enterprise technology and systems
management offerings that will follow them, reflect our commitment to provide an enterprise-wide infrastructure platform based on open source
technology.

Many of the leading independent software vendors to the large enterprise, or ISV s, have caused their applications to run on the Red Hat
Enterprise Linux operating system. We believe that this widespread support from companies such as Oracle (Oracle 9i Database, Oracle 9i
Application Server, Oracle E-Business Suite), IBM (WebSphere, DB2, Lotus, Tivoli, Rational), BMC, Computer Associates, EMC/Legato,
VERITAS, BEA, SAP, PeopleSoft and Network Appliance among others has increased the market acceptance of the Red Hat Enterprise Linux
operating system. In addition, we have signed global strategic agreements with leading global Intel-based server and workstation hardware
vendors to the large enterprise, or IHV s, including Dell, HP, Fujitsu, NEC, Hitachi, Fujitsu Siemens and IBM, all of which have agreed to
support Red Hat Enterprise Linux offerings on certain of their Intel-based servers and workstations. In addition, each of these hardware
providers has agreed to pre-load Red Hat Enterprise Linux on certain of their Intel-based servers and workstations and sell the hardware and Red
Hat Enterprise Linux to their customers as a pre-configured solution. We believe that the distribution of Red Hat Enterprise Linux and our
layered infrastructure technologies by these companies will be one of our most critical channels of distribution.

We have developed a complete suite of consulting and training offerings that enable large enterprise customers to capture the significant cost,
performance and scalability benefits of our enterprise solutions. We persist in our core belief that the collaborative open source development
model is the most effective method to
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create and deliver high quality software to enterprise customers. We believe that the adoption of Red Hat Enterprise Linux, which is based on
open source technology, as a mission critical operating system by the large enterprise, is a significant shift in the computing industry, which has
by all accounts continued to gain significant momentum during calendar 2003.

We view Red Hat Enterprise Linux as the foundation upon which we will build an open source architecture for the enterprise. It is our strategy to
provide an open source alternative to many of the proprietary infrastructure software applications currently used by large enterprises. However,
we believe it is essential to our success that we provide our customers choices at all times, which means that we will aim to ensure that
competing proprietary infrastructure software performs as well on our Red Hat Enterprise Linux as any open source software that we distribute.

As we announced on July 13, 2004, our previously issued consolidated balance sheets as of February 29, 2004 and February 28, 2003 and the
consolidated statements of operations, of stockholders equity and of cash flows for the three fiscal years in the period ended February 29, 2004
have been restated to correct our method of accounting for subscription agreements. Historically, we have recognized revenue for subscription
agreements ratably on a monthly basis, meaning that for a one-year subscription, one-twelfth of the subscription revenue was recognized in the
calendar month of commencement of the subscription and the remaining revenue was recognized ratably over the next 11 calendar months. In
the first quarter of fiscal 2005, we began to recognize revenue ratably over the period of each particular subscription agreement, beginning on
the commencement date of the subscription agreement. The effect of the change in method of recognizing subscription revenues on our
previously reported financial statements is to defer a portion of the revenue that had been previously recognized in the month of commencement
of a subscription to the final month of the subscription term. In addition to the adjustment to revenue, we recorded related adjustments to match
the direct cost of enterprise technologies and retail subscriptions and direct sales commissions with the associated adjustment to revenue. The
restatement also reflects certain non-recurring adjustments to our unaudited quarterly results for the first, second and third quarters of fiscal 2004
that consist of adjustments to subscription revenues related to lack of adequate vendor specific objective evidence, or VSOE, for five contracts
entered into during fiscal 2004, deferral of services revenues related to the sale of training units and other miscellaneous operating expense
adjustments. These non-recurring adjustments had been reflected previously in our results for the fourth quarter of fiscal 2004, and we believe
they are not material. These non-recurring adjustments also had no effect on our annual results for fiscal 2004.

In connection with the restatement, we determined that our systems, processes and controls were not originally set up to process and report
revenues in this manner. We have concluded that this circumstance constitutes a material weakness in our internal control over financial
reporting as defined by the Public Company Accounting Oversight Board. We have reflected this correction in our reported results for the
quarter ended May 31, 2004 and will make the necessary system, process and control modifications to record, process, summarize and report
transactions in accordance with our revenue recognition policy related to subscription agreements to address the identified material weakness in
our internal control over financial reporting. We expect these modifications to be completed by September 1, 2004, and expect the costs will be
approximately $500,000 and comprised primarily of additional computer hardware to provide faster processing capability and greater data
storage capacity.

We were incorporated in Connecticut in 1993 under the name ACC Corp, Inc., and subsequently changed our name to Red Hat Software, Inc. in
1995. We reincorporated in Delaware in 1998 and subsequently changed our name to Red Hat, Inc. in 1999. Our principal executive offices are
located at 1801 Varsity Drive, Raleigh, North Carolina 27606 and our telephone number at that address is (919) 754-3700. Our website is
located at www.redhat.com. The information on our website is not part of this prospectus.
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SUMMARY OF THE DEBENTURES

The following summary contains basic information about the debentures and is not intended to be complete. It does not contain all the
information that is important to you. For a more complete understanding of the debentures, please refer to the section of this prospectus entitled
Description of Debentures. For purposes of the description of debentures included in this prospectus, references to the company,  issuer,

Hat, us, we and our referonlyto Red Hat, Inc. and do not include our subsidiaries.

Maturity January 15, 2024, unless earlier converted, redeemed by us at our option or repurchased by us
at the option of the holders.

Ranking The debentures are our senior unsecured obligations and rank equally in right of payment with
all of our other unsecured and unsubordinated indebtedness and senior to any of our
subordinated indebtedness. The debentures are subordinated to our secured indebtedness to the
extent of the collateral securing such indebtedness. As of February 29, 2004, we had total
secured indebtedness of approximately $1.4 million. The debentures are not guaranteed by any
of our subsidiaries and, accordingly, the debentures are effectively subordinated to the
indebtedness and other liabilities of our subsidiaries, including trade creditors. As of February
29, 2004, our subsidiaries did not have any indebtedness, excluding intercompany indebtedness
and trade payables.

Interest 0.50% per annum interest rate from January 12, 2004 on the principal amount, payable
semi-annually on each January 15 and July 15 beginning July 15, 2004 to the holders of record
at the close of business on the preceding January 1 and July 1, respectively.

Conversion rights Holders may convert their debentures into shares of our common stock prior to the stated
maturity under the following circumstances:

during any fiscal quarter after the fiscal quarter ending February 29, 2004 if the sale
price of our common stock exceeds 120% of the then current conversion price for at
least 20 consecutive trading days in the 30 consecutive trading-day period ending on
the last trading day of the immediately preceding fiscal quarter;

during any five consecutive trading-day period immediately following any five
consecutive trading-day period (the Debenture Measurement Period ) in which the
average trading price for the debentures during that Debenture Measurement Period
was less than 97% of the average conversion value for the debentures during such
period; however, holders may not convert their debentures (in reliance on this
subsection) after January 15, 2019 if on any trading day during such Debenture
Measurement Period the closing sale price of shares of our common stock was
between the then current conversion price of the debentures and 120% of the then
current conversion price of the debentures;

upon the occurrence of specified corporate transactions; or

if we have called the debentures for redemption.
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The debentures are convertible into shares of our common stock at an initial conversion rate of 39.0753 shares per $1,000 principal amount of
debentures (which represents a conversion price of approximately $25.59 per share) under the conditions and subject to such adjustments as are
described under Description of Debentures Conversion Rights and  Conversion Rate Adjustments.

Optional redemption Beginning on January 15, 2009, we may redeem the debentures at any time as a whole, or from
time to time in part, at a redemption price in cash equal to 100% of the principal amount of the
debentures to be redeemed plus accrued and unpaid interest to, but not including, the
redemption date. For more information about redemption of the debentures at our option, see

Description of Debentures Optional Redemption by Us.

Repurchase of debentures at the option of Each holder of the debentures may require us to repurchase all or a portion of that holder s

holders debentures on January 15 of 2009, 2014 and 2019, at a repurchase price in cash equal to 100%
of the principal amount of the debentures to be repurchased plus accrued and unpaid interest to,
but not including, the date of repurchase. For more information about the purchase of the
debentures by us at the option of the holder, see Description of Debentures Repurchase of
Debentures at Option of Holders Optional put.

Repurchase of debentures upon a repurchase Upon a repurchase event (as defined under Description of Debentures Repurchase of

event Debentures at the Option of Holders Repurchase of debentures at the option of holders upon a
repurchase event ), a holder may require us to repurchase all or a portion of that holder s
debentures no later than 30 days after notice to the holder of such repurchase event. We will
pay a repurchase price in cash equal to 100% of the principal amount of such debentures plus
accrued and unpaid interest to, but not including, the repurchase date. For more information
about the repurchase of the debentures at the option of the holder following a repurchase event,
see Description of Debentures Repurchase of Debentures at the Option of Holders Repurchase of
debentures at the option of holders upon a repurchase event.

Use of proceeds We will not receive any proceeds from the sale of the debentures or shares of our common
stock issuable on conversion of the debentures by the selling securityholders.

Registration rights We have agreed to:

file a shelf registration statement with respect to the resale of the debentures and the
shares of our common stock issuable upon conversion of the debentures with the
SEC within 120 days after the first date of original issuance of the debentures; and
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use our reasonable best efforts to cause such shelf registration statement to become
effective within 210 days after the first date of original issuance of the debentures.

We also have agreed to use our reasonable best efforts to cause the shelf registration statement to remain effective until the earliest of

the date when each of the registrable securities covered by the shelf registration
statement has been effectively registered under the Securities Act and disposed of;

the date on which all registrable securities held by non-affiliates are eligible to be
sold to the public pursuant to Rule 144(k) under the Securities Act;

the date on which all registrable securities have been resold pursuant to Rule 144
under the Securities Act; and

the second anniversary of the latest date of issuance of any debentures (including any
issuance pursuant to the initial purchaser s option).

We will be required to pay certain holders liquidated damages if we fail to comply with our obligations to register the debentures and the shares
of our common stock issuable upon conversion of the debentures within the specified time periods. See Description of Debentures Registration
Rights.

Transfer restrictions Neither the debentures nor the shares of common stock issuable upon conversion of the
debentures have been registered under the Securities Act or the securities laws of any other
jurisdiction and are therefore subject to restrictions on transfer. See Notice to investors.

DTC eligibility The debentures were issued in book-entry form and are represented by permanent global
debentures deposited with a custodian for, and registered in the name of, a nominee of The
Depository Trust Company, or DTC, in New York, New York. Beneficial interests in any such
securities will be shown on, and transfers will be effected only through, records maintained by
DTC and its direct and indirect participants. Except in limited circumstances, no such interest
may be exchanged for certificated securities. See Description of Debentures Global Debentures,
Book-Entry Form.

Listing and trading The debentures are eligible for trading on the PORTAL Market. Our common stock is quoted
on the Nasdaq National Market under the symbol RHAT.
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RISK FACTORS

You should consider the following risk factors, in addition to the other information presented in this prospectus and the documents incorporated
by reference in this prospectus, in evaluating us, our business and an investment in the debentures and the underlying shares of our common
stock. Any of the following risks, as well as other risks and uncertainties, could seriously harm our business and financial results and cause the
value of the debentures and common stock issuable upon conversion of the debentures to decline, which in turn could cause you to lose all or
part of your investment.

RISKS RELATED TO OUR BUSINESS

We may not be able to timely release major product releases and upgrades to our products because we depend on the support of Linux
developers not employed by us for improvements and advancement of our Red Hat Enterprise Linux technologies.

We may not be able to release major product releases and upgrades of Red Hat Enterprise Linux on a timely basis because the heart of Red Hat
Enterprise Linux, the Linux kernel, is maintained by third parties. Linus Torvalds, the original developer of the Linux kernel, and a small group
of engineers, many of whom are not employed by us, are primarily responsible for the development and evolution of the Linux kernel. If this
group of developers fails to further develop the Linux kernel or if Mr. Torvalds or prominent Linux developers who are members of this group
and are currently employed by us were: to join any of our competitors, no longer be employed by us or no longer work on the Linux kernel, we
would have to either rely on another party to further develop the kernel or develop it ourselves. We cannot predict whether enhancements to the
kernel would be available from reliable alternative sources. We could be forced to rely to a greater extent on our own development efforts,
which would increase our development expenses and may delay our product release and upgrade schedules. In addition, any failure on the part
of the kernel developers to further develop and enhance the kernel could stifle the development of additional Linux-based applications.

If we fail to continue to establish and maintain strategic distribution and other collaborative relationships with industry-leading
companies, we may not be able to attract and retain a larger customer base.

Our success depends in part on our ability to continue to establish and maintain strategic distribution and other collaborative relationships with
industry-leading hardware manufacturers (such as Hewlett-Packard, Dell, IBM, Fujitsu and others), distributors, software vendors (such as
Oracle) and enterprise solutions providers. These relationships allow us to offer our products and services to a much larger customer base than
we would otherwise be able to through our direct sales and marketing efforts. We may not be able to maintain these relationships or replace
them on attractive terms. In addition, our existing strategic relationships do not, and any future strategic relationships may not, afford us any
exclusive marketing or distribution rights. As a result, many of the companies with which we have strategic alliances pursue alternative
technologies and develop alternative products and services in addition to or in lieu of our products and services, either on their own or in
collaboration with others, including our competitors. Moreover, we cannot guarantee that the companies with which we have strategic
relationships will market our products effectively or continue to devote the resources necessary to provide us with effective sales, marketing, and
technical support.

If third-party enterprise software application providers do not continue to make their new applications compatible with our
Linux-based operating systems, our software will cease to be competitive.
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Our products will not be competitive unless new enterprise software applications continue to be compatible with our Linux-based operating
systems. We intend to encourage the development of additional applications that operate on Linux-based operating systems by attracting
third-party developers to the Linux platform, providing open source tools to create these applications and maintaining our existing developer
relationships through marketing and technical support for third-party developers. If we are not successful in achieving these goals, however, our
products will not be competitive and our sales growth will be adversely affected.
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We may be unable to predict the future course of open source technology development, which could reduce the market appeal of our
products and damage our reputation.

We do not exercise control over many aspects of the development of open source technology. Different groups of open source software
programmers compete with one another to develop new technology. Typically, the technology developed by one group will become more widely
used than that developed by others. If we adopt new technology and incorporate it into our products and competing technology becomes more
widely used or accepted, the market appeal of our products may be reduced and that could harm our reputation, diminish the Red Hat brand and
result in decreased revenue.

Because of characteristics of open source software, there are few technology barriers to entry in the open source market by new
competitors and it may be relatively easy for new competitors with greater resources than us to enter our markets and compete with us.

One of the characteristics of open source software is that anyone can modify the existing software or develop new software that competes with
existing open source software. Such competition can develop without the degree of overhead and lead time required by traditional proprietary
software companies. It is possible for a new competitor with greater resources than ours to develop its own open source operating system
solution, potentially reducing the demand for our solutions.

We have entered into and may continue to enter into or seek to enter into business combinations and acquisitions, which may be
difficult to integrate, disrupt our business, dilute stockholder value or divert management attention.

We have acquired several businesses, including, most recently, Sistina Software, Inc. on December 23, 2003. As part of our business strategy,
we may enter into additional business combinations and acquisitions in the future. We have limited experience in making acquisitions. In
addition, acquisitions are typically accompanied by a number of risks, including:

the difficulty of integrating the operations and personnel of the acquired companies;

the maintenance of acceptable standards, controls, procedures and policies;

the potential disruption of our ongoing business and distraction of management;

the impairment of relationships with employees and customers as a result of any integration of new management and other personnel;

the inability to maintain a relationship with customers of the acquired business;

the difficulty of incorporating acquired technology and rights into our products and services;

the potential failure to achieve the expected benefits of the combination or acquisition;
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expenses related to the acquisition;

potential unknown liabilities associated with acquired businesses; and

unanticipated expenses related to acquired technology and its integration into existing technology.

If we are not successful in completing acquisitions that we may pursue in the future, we would be required to reevaluate our growth strategy and
we may have incurred substantial expenses and devoted significant management time and resources in seeking to complete the acquisitions. In
addition, with future acquisitions, we could use substantial portions of our available cash as all or a portion of the purchase price. We could also
issue additional securities as consideration for these acquisitions, which could cause our stockholders to suffer significant dilution, or incur
substantial debt. Any future acquisitions may not generate additional revenue or profit for us.
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If we fail to effectively manage our growth, our operations and financial results could be adversely affected.

We have expanded our operations rapidly in recent years. For example, our aggregate revenues increased from approximately $90.3 million for
the year ended February 28, 2003 to approximately $124.7 million for the year ended February 29, 2004. Moreover, the total number of
employees of Red Hat has been steadily increasing over at least the last three quarters. In addition, we continue to explore ways to extend our
product and service offerings, and geographic reach. Our growth has placed and may continue to place a strain on our management systems,
information systems, resources and internal controls. Our ability to successfully offer products and services and implement our business plan
requires adequate information systems and resources and oversight from our senior management. We have, with our audit committee,
undertaken to review and improve our financial and managerial controls, reporting systems and procedures. We will need to continue to modify
and improve these controls, systems and procedures and other internal controls and compliance procedures as we continue to grow and expand
our business. As we grow, we must also continue to hire, train, supervise and manage new employees. We may not be able to hire, train,
supervise and manage sufficient personnel or develop management and operating systems to manage our expansion effectively. If we are unable
to manage our growth and improve our controls, systems and procedures, our operations and financial results could be adversely affected.

RISKS RELATED TO LEGAL UNCERTAINTY

We could be prevented from selling or developing our software if the GNU General Public License and similar licenses under which our
products are developed and licensed are not enforceable.

The Linux kernel and the Red Hat Linux operating system have been developed and licensed under the GNU General Public License and similar
open source licenses. These licenses state that any program licensed under them may be liberally copied, modified and distributed. The GNU
General Public license is a subject of litigation in the case of The SCO Group, Inc. v. International Business Machines Corporation, pending in
the United States District Court for the District of Utah. It is possible that a court would hold these licenses to be unenforceable in that litigation
or that someone could assert a claim for proprietary rights in a program developed and distributed under them. Any ruling by a court that these
licenses are not enforceable, or that Linux-based operating systems, or significant portions of them, may not be liberally copied, modified or
distributed, would have the effect of preventing us from selling or developing all or a portion of our products.

Our subscription-based contract model may encounter customer resistance.

The subscription agreement for Red Hat Enterprise Linux requires customers to agree to a subscription for our systems management services for
each machine on which they deploy Red Hat Enterprise Linux. At the same time, the subscription agreement places no restriction on the
customer s right to redistribute Red Hat Enterprise Linux. While we believe this practice fully complies with the requirements of the GNU
General Public License, and while we have reviewed this practice with the Free Software Foundation, the organization that maintains and
provides interpretations of the GNU General Public license, we may still encounter customer resistance to this distribution model. To the extent
we are unsuccessful in promoting or defending this distribution model, our business and operating results could be materially and adversely
affected.

If our products are found to infringe third-party intellectual property rights, we could be required to redesign our products, replace
components of our products or enter into license agreements with third parties.
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We have committed to all of our customers with valid, registered Red Hat Enterprise subscriptions that if any portion of our Red Hat Enterprise
Linux product is found to infringe any third party intellectual property rights we will, at our expense and option: (i) obtain the right for the
customer to continue to use the product consistent with their subscription agreement with us; (i1) modify the product so that it is non-infringing;
or (ii1) replace the infringing component with a non-infringing component. Although we cannot predict whether we will need to satisfy this
commitment, and although our subscription agreements typically state that our liability
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thereunder shall not exceed the amount a customer paid to us during the previous 12 months, satisfying the commitment could be costly and time
consuming and could materially and adversely affect our financial results. In addition, our insurance policies may not adequately cover our
exposure to this type of claim.

We are vulnerable to claims that our products infringe third-party intellectual property rights because our products are comprised of
distinct software components, many of which are developed by numerous independent parties, and an adverse legal decision affecting
our intellectual property could materially harm our business.

We are vulnerable to claims that our products infringe third-party intellectual property rights including trade secrets because our products are
comprised of distinct software components, many of which are developed by numerous independent parties. Claims for infringement of
intellectual property rights may be filed and may seek damages and injunctive relief. The risk of infringement claims is exacerbated by the fact
that much of the code in our products is developed by numerous independent parties over whom we exercise no supervision or control. It is
further exacerbated by our lack of access to unpublished software patent applications. Claims of infringement could require us to seek to obtain
licenses from third parties in order to continue offering our products, re-engineer our products, or discontinue the sale of our products in the
event that obtaining licenses and re-engineering could not be accomplished on a timely and cost effective basis.

SCO Group, Inc., or SCO, has publicly alleged that certain Linux kernels contain unauthorized UNIX code or derivative works. On August 4,
2003, we filed a complaint against SCO in the United States District Court for the District of Delaware seeking, among other things, a
declaratory judgment that we are not infringing any of SCO s intellectual property rights. SCO, to date, has not asserted a claim of infringement
against us. Uncertainty concerning SCO s allegations, regardless of their merit, could adversely affect sales of our products. If SCO were to
prevail in this or other actions related to their claims regarding Linux, our business could be materially and adversely affected. Defending patent
infringement, copyright infringement and/or trade secret claims, even claims without significant merit, can be expensive. An adverse legal
decision affecting our intellectual property could materially harm our business.

Our products may contain defects that may be costly to correct, delay market acceptance of our products and expose us to litigation.

Despite certain testing by ourselves and our customers, errors have been and may continue to be found in our products after commencement of
commercial shipments. This risk is exacerbated by the fact that much of the code in our products is developed by independent parties over whom
we exercise no supervision or control. If errors are discovered, we may have to make significant expenditures of capital to eliminate them and
may not be able to successfully correct them in a timely manner or at all. Errors and failures in our products could result in a loss of, or delay in,
market acceptance of our products and could damage our reputation and our ability to convince commercial users of the benefits of Linux-based
operating systems and other open source software products.

In addition, failures in our products could cause system or other failures for our customers who may assert warranty and other claims for
substantial damages against us. Although our license agreements with our customers typically contain provisions designed to limit our exposure
to potential product liability claims, it is possible that these provisions may not be effective or enforceable under the laws of some jurisdictions.
In addition, our insurance policies may not adequately limit our exposure to this type of claim. These claims, even if unsuccessful, could be
costly and time consuming to defend.

Our efforts to protect our trademarks may not be adequate to prevent third parties from misappropriating our intellectual property
rights.
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Our most valuable intellectual property is our collection of trademarks. The protective steps we have taken in the past have been, and may in the
future continue to be, inadequate to deter misappropriation of our
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trademark rights. Although we do not believe that we have suffered any material harm from misappropriation to date, we may be unable to
detect the unauthorized use of, or take appropriate steps to enforce, our trademark rights in a timely manner. We have registered some of our
trademarks in the Americas, Europe, Asia and Australia and have other trademark applications pending in each of those regions. Effective
trademark protection may not be available in every country in which we offer or intend to offer our products and services. Failure to adequately
protect our trademark rights could damage or even destroy the Red Hat brand and impair our ability to compete effectively. Furthermore,
defending or enforcing our trademark rights could result in the expenditure of significant financial and managerial resources.

In connection with our restatement of historical financial statements, class action and derivative lawsuits have been filed against us and
additional lawsuits may be filed.

Following the announcement of our intention to restate historical financial statements, as of August 2, 2004, at least 12 lawsuits claiming to be
class actions and at least one lawsuit claiming to be a derivative action were commenced against us and certain of our current directors and
officers, by or on behalf of persons claiming to be our shareholders and persons claiming to have purchased or otherwise acquired our securities
at specified periods beginning as early as June 19, 2001 and continuing through July 13, 2004. Additional lawsuits that have been announced
have not yet been served on us and additional lawsuits may be announced or filed against us. Regardless of the outcome of any of these actions,
it is likely that we will incur substantial defense costs and that such actions will cause a diversion of our management s time and attention. If we
do not prevail in these cases we could be required to pay substantial damages or settlement costs, which could have a material adverse effect on
our financial condition or results of operations. We are unable at this time to assess the validity of the claims or estimate the possible range of
damages that might be incurred as a result of the lawsuits. We have not yet established any financial reserves relating to any of these lawsuits.

RISKS RELATED TO OUR FINANCIAL RESULTS AND CONDITION

We have incurred substantial net losses on a GAAP basis in the past and may not be able to increase or maintain profitability.

We have incurred net losses in seven of our previous nine fiscal years. As of February 29, 2004, we had an accumulated deficit of $276.8
million. While we have achieved profitability in fiscal 2004 on a restated basis of $13.7 million, we cannot be certain that we will be able to
sustain or increase profitability. Failure to increase or maintain profitability may adversely affect the market price of our common stock and our
ability to raise capital and continue operations.

You should not rely on our quarterly results of operations as an indication of our future results.

Due to the unpredictability of the technology spending environment, our revenue and operating results have fluctuated and may continue to
fluctuate from quarter to quarter. We base our current and projected future expense levels in part on our estimates of future revenue. Our
expenses are, to a large extent, fixed in the short term. We may not be able to adjust our spending quickly enough to protect our projected
operating results for a quarter if our revenue in that quarter falls short of our expectations. If among other considerations our future operating
results fall below expectations of securities analysts or investors, the market price of our common stock may decline.

We may not be able to effectively attract additional enterprise customers and preserve relationships with current enterprise customers,
which could adversely affect revenue.
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Historically, we focused our sales and marketing efforts on product sales to individuals. In late fiscal 2002, we began to focus the predominant
portion of our sales and marketing efforts on expanding our enterprise customer base. To this end, we have invested extensively to attract
enterprise customers. While we have been successful to date in acquiring large enterprise customers, if we are unsuccessful in gaining additional
large enterprise customers in the future or in securing subscription renewals from existing enterprise customers, it will
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adversely affect our future financial performance. In addition, while our subscription agreements generally provide for renewals at prices that are
the same as those in effect during the initial term or at then current list prices, there can be no assurance that customers will renew their
subscription agreements at the end of the initial or any renewal term or that customers will not seek to condition any renewal on reduced prices.
Any failure to obtain customer renewals, or reduction in prices upon renewal, could reduce future revenues.

We may not be able to continue to attract capable management personnel.

Over the past three years we have built our management team during a time of significant unemployment and downturn in the technology sector.
This has given us the opportunity to attract capable management personnel. However, our ability to retain key management personnel or hire
capable new management personnel as we grow may be challenged if the technology sector rebounds and/or if companies with more generous
compensation packages or greater perceived growth opportunities compete for the same personnel.

We depend on our key personnel.

Our future success depends on the continued services of a number of key officers. The loss of the technical knowledge and industry expertise of
any of these individuals could seriously impede our success. Moreover, the loss of one or a group of our key employees, particularly to a
competitor, and any resulting loss of customers could reduce our market share and diminish the Red Hat brand and adversely affect our business
or stock price.

We may lack the financial and operational resources needed to increase our market share and compete effectively with operating
systems providers, Microsoft, other established operating systems developers, software development tools developers, and certain
infrastructure service providers.

In the market for operating systems, we face significant competition from larger companies with greater financial resources and name
recognition than we have. These competitors, which offer hardware-independent multi-user operating systems for Intel platforms and/or Linux
and UNIX-based operating systems, include Microsoft, Novell, IBM, Sun Microsystems, Hewlett-Packard and Unisys, and we may lack the
financial and operational resources needed to compete successfully with the current competitors as well as potential new competitors.

As we increase our services offerings, we may face additional competition from larger companies that currently provide service and training
related to the Linux operating system as well as other operating systems, particularly UNIX-based operating systems, due to the fact that
Linux-and UNIX-based operating systems share many common features. These companies, including IBM, Novell and Hewlett-Packard, may be
able to leverage their existing service organizations and provide higher levels of consulting and training on a more cost-effective basis than we
can. We may not be able to compete successfully with current or potential competitors.

We may not be able to meet the operational and financial challenges that we will encounter as our international operations, which
represented approximately 31% of our total revenue for the year ended February 29, 2004, continue to expand.
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Our international operations accounted for 31% of total revenue for the year ended February 29, 2004. As we expand our international
operations, we will face a number of additional challenges associated with the conduct of business overseas. For example:

we may have difficulty managing and administering a globally-dispersed business;

fluctuations in exchange rates may negatively affect our operating results;

we have to comply with a wide variety of foreign laws;

we may not be able to adequately protect our intellectual property rights overseas due among other reasons to the uncertainty of laws
and enforcement in certain countries relating to the protection of intellectual property rights;
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export controls and times of crisis could prevent us from shipping our products into and out of certain markets;

changes in import/export duties and quotas could affect the competitive pricing of our products and services and reduce our market
share in some countries; and

economic or political instability in some international markets could result in the forfeiture of some foreign assets and the loss of sums
spent developing and marketing those assets.

Any failure by us to effectively manage the challenges associated with the international expansion of our operations could adversely affect our
business, operating results and financial condition.

RISKS RELATED TO AN INVESTMENT IN THE DEBENTURES

Our stock price has been volatile historically and may continue to be volatile. The price of our common stock, and therefore the price of
the debentures, may fluctuate significantly, which may make it difficult for holders to resell the debentures or the shares of our common
stock issuable upon conversion of the debentures when desired or at attractive prices.

The market price for our common stock has been and may continue to be volatile. For example, during the 52-week period ended April 30, 2004,
the closing prices of our common stock as reported on the Nasdaq National Market ranged from a high of $26.25 to a low of $5.97. We expect
our stock price to be subject to fluctuations as a result of a variety of factors, including factors beyond our control. These factors include:

actual or anticipated variations in our quarterly operating results;

announcements of technological innovations or new products or services by us or our competitors;

announcements relating to strategic relationships, acquisitions or investments;

changes in financial estimates or other statements by securities analysts;

changes in general economic conditions;

announcements by us or others related to Linux;

terrorist attacks, and the effects of war;

changes in the rating of our debentures, if they are rated in the future, or other securities;
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changes in the economic performance and/or market valuations of other software and high-technology companies; and

potential adverse developments in litigation concerning open source software generally and Linux in particular.

Because of this volatility, we may fail to meet the expectations of our stockholders or of securities analysts at some time in the future, and the
trading prices of our securities could decline as a result. In addition, the stock market has experienced significant price and volume fluctuations
that have particularly affected the trading prices of equity securities of many high-technology companies. These fluctuations have often been
unrelated or disproportionate to the operating performance of these companies. Any negative change in the public s perception of open source
software companies, or software companies in general, could depress our stock price regardless of our operating results. Because the debentures
are convertible into shares of our common stock, volatility or depressed prices for our common stock could have a similar effect on the trading
price of the debentures. Holders who receive common stock upon conversion of the debentures also will be subject to the risk of volatility and
depressed prices of our common stock.
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We expect that the trading value of the debentures will be significantly affected by the price of our common stock.

The market price of the debentures is expected to be significantly affected by the market price of our common stock. This may result in greater
volatility in the trading value of the debentures than would be expected for nonconvertible debt securities we issue.

QOur debt service obligations may adversely affect our cash flow.

While the debentures are outstanding, we will have debt service obligations on the debentures of approximately $2.5 million per year in interest
payments. If the initial purchaser exercises its option to purchase additional debentures, or if we issue other debt securities in the future, our debt
service obligations will increase. If we are unable to generate sufficient cash to meet these obligations and must instead use our existing cash or
investments, we may have to reduce, curtail or terminate other activities of our business.

We intend to fulfill our debt service obligations from cash generated by our operations, if any, and from our existing cash and investments. If
necessary, among other alternatives, we may add lease lines of credit to finance capital expenditures and obtain other long-term debt, lines of
credit and mortgage financing.

Our indebtedness could have significant negative consequences to holders. For example, it could:

increase our vulnerability to general adverse economic and industry conditions;

limit our ability to obtain additional financing;

require the dedication of a substantial portion of any cash flow from operations to the payment of principal of, and interest on, our
indebtedness, thereby reducing the availability of such cash flow to fund our growth strategy, working capital, capital expenditures
and other general corporate purposes;

limit our flexibility in planning for, or reacting to, changes in our business and our industry; and

place us at a competitive disadvantage relative to our competitors with less debt.

The debentures are effectively subordinated to all liabilities of our subsidiaries and to our secured debt.

None of our subsidiaries will guarantee our obligations under, or have any obligation to pay any amounts due on, the debentures. As a result, the
debentures will be effectively subordinated to all liabilities of our subsidiaries. Our rights and the rights of our creditors, including holders of the
debentures, to participate in the assets of any of our subsidiaries upon their liquidation or recapitalization will generally be subject to the prior
claims of those subsidiaries creditors. At February 29, 2004, our subsidiaries did not have any indebtedness, excluding intercompany
indebtedness and trade payables. In addition, the debentures are not secured by any of our assets or those of our subsidiaries. As a result, the

Table of Contents 28



Edgar Filing: RED HAT INC - Form S-3/A

debentures will be subordinated to any secured debt we have currently or may incur in the future, in each case to the extent of the collateral
securing such indebtedness. In any liquidation, dissolution, bankruptcy or other similar proceeding, holders of our secured debt may assert rights
against any assets securing such debt in order to receive full payment of their debt before those assets may be used to pay the holders of the
debentures. At February 29, 2004, we had total secured indebtedness of approximately $1.4 million.

The debentures do not restrict our ability to incur additional debt or to take other actions that could negatively impact holders of the
debentures.

Neither we nor our subsidiaries are restricted under the terms of the debentures from incurring additional indebtedness, including secured debt.
In addition, the limited covenants applicable to the debentures do not require us or our subsidiaries to achieve or maintain any minimum
financial results relating to our financial position or results of operations. Our ability and the ability of our subsidiaries to recapitalize, incur
additional
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debt and take a number of other actions that are not limited by the terms of the debentures could have the effect of diminishing our or our
subsidiaries ability to make payments on the debentures when due. In addition, neither we nor our subsidiaries are restricted from repurchasing
subordinated indebtedness or common stock by the terms of the debentures.

Resales of the debentures and the shares of our common stock issuable upon conversion of the debentures are subject to significant
restrictions.

Neither the debentures nor the shares of common stock issuable upon conversion of the debentures have been registered under the Securities Act
or any state securities laws. As a result, they may be offered or sold only if:

an applicable exemption from the registration requirements of the Securities Act and applicable state securities laws applies to the
circumstances of the sale; or

a registration statement covering the resale of these securities is filed with the SEC and declared effective.

Although we are required to register resales of the debentures and the shares of our common stock issuable upon conversion of the debentures,
the registration statement may not be available to holders at all times. In addition, selling security holders may be subject to certain restrictions
and potential liability under the Securities Act.

If holders are able to resell their debentures, many other factors may affect the price they receive, which may be lower than they believe
to be appropriate.

If holders are able to resell their debentures, the price they receive will depend on many other factors that may vary over time, including:

the number of potential buyers;

the level of liquidity of the debentures;

ratings published by major credit rating agencies;

our financial performance;

the amount of indebtedness we have outstanding;

the level, direction and volatility of market interest rates generally;
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the market for similar securities;

the market price of our common stock;

the redemption and repayment features of the debentures to be sold; and

the time remaining to the maturity of the debentures.

As a result of these factors, holders may only be able to sell their debentures at prices below those they believe to be appropriate, including
prices below the price they paid for them.

Securities we issue could dilute holders ownership.

We may decide to raise additional funds through public or private debt or equity financing to fund our operations. If we raise funds by issuing
equity securities, the percentage ownership of our current stockholders will be reduced and the new equity securities may have rights prior to

those of the common stock issuable upon conversion of the debentures. We may not obtain sufficient financing on terms that are favorable to

holders or us. We may delay, limit or eliminate some or all of our proposed operations if adequate funds are not available. We may also issue

equity securities as consideration for acquisitions we may make.
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The conditional conversion feature of the debentures could result in holders receiving less than the value of the common stock into
which a debenture would otherwise be convertible.

The debentures are convertible into shares of our common stock only if specified conditions are met. If the specific conditions for conversion are
not met, holders will not be able to convert their debentures, and they may not be able to receive the value of the common stock into which the
debentures would otherwise be convertible.

We may not be able to repurchase the debentures.

Holders may require us to repurchase all or a portion of their debentures on certain dates or in the event of a repurchase event. We may not have
enough funds to pay the repurchase price on a purchase date or in the event of a repurchase event. Any future credit agreements or other debt
agreements (including other senior indebtedness) to which we become a party may provide that our obligation to redeem or repurchase the
debentures would be an event of default under such agreement. As a result, we may be restricted or prohibited from repurchasing or redeeming
the debentures. If we are prohibited from repurchasing or redeeming the debentures, we could seek the consent of then-existing lenders to
repurchase or redeem the debentures or we could attempt to refinance the borrowings that contain such prohibition. If we are unable to obtain a
consent or refinance the debt, we could not repurchase or redeem the debentures. Our failure to redeem or repurchase tendered debentures would
constitute a default under the indenture and might constitute a default under the terms of other indebtedness that we incur. The term repurchase
event is limited to certain specified transactions and events and may not include other events that might adversely affect our financial condition.
Our obligation to repurchase the debentures upon a repurchase event would not necessarily afford holders of debentures protection in the event
of a highly leveraged transaction, reorganization, merger or similar transaction involving us.

We cannot assure holders that a trading market will develop for the debentures.

There is currently no trading market for the debentures. We have been informed by the initial purchaser that it intends to make a market in the
debentures after the offering is completed, but it may cease doing so at any time. In addition, the liquidity of the trading market in the
debentures, and the market price quoted for the debentures, may be adversely affected by changes in the overall market for this type of security
and by changes in our financial performance or prospects or in the prospects for companies in our industry generally. In addition, such
market-making activities will be subject to limits imposed by the Securities Act and the Exchange Act. As a result, we cannot assure holders that
even if there is a trading market for the debentures it will provide enough liquidity for them to sell their debentures.

The debentures may not be rated or may receive a lower rating than anticipated.

We believe it is unlikely that the debentures will be rated. However, if one or more rating agencies rates the debentures and assigns the
debentures a rating lower than the rating expected by investors, or reduces their rating in the future, the market price of the debentures and our
common stock would be harmed.

Our management will have broad discretion to allocate the proceeds from our sale of the debentures.
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We intend to use the net proceeds from our sale of the debentures for general corporate purposes, including possible acquisitions of
complementary businesses and technologies and the expansion of our international operations. We are not currently able to estimate the precise
allocation of the net proceeds, and the timing and amount of expenditures will vary depending upon numerous factors.
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RATIO OF EARNINGS TO FIXED CHARGES

The following table presents our historical ratios of earnings to fixed charges for the periods indicated:

Fiscal Quarter Fiscal Years ended February 28 or 29,

Ended
May 31,
2004 2004 2003 2002 2001 2000
Ratio (1) 7.50x 1.78x (6.05)x (233.64)x (186.82)x (177.64)x

Deficiency $ $ $(6,734) $ (139,949) $ (86,773) $ (43,053)

(1) Computed by dividing pre-tax net income before fixed charges by fixed charges. Fixed charges means the sum of the following:
interest expense,
amortized premiums, discounts and capitalized expenses related to indebtedness, and
an estimate of the interest within rental expense.

- 16 -

Table of Contents 34



Edgar Filing: RED HAT INC - Form S-3/A

Table of Conten

SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION

This prospectus includes and incorporates forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934. All statements, other than statements of historical facts, included or incorporated in this
prospectus regarding our strategy, future operations, financial position, future revenues, projected costs, prospects, plans and objectives of
management are forward-looking statements. The words anticipates,  believes, estimates, expects, intends, may, plans, projects,
similar expressions are intended to identify forward-looking statements, although not all forward-looking statements contain these identifying
words. We cannot guarantee that we actually will achieve the plans, intentions or expectations disclosed in our forward-looking statements and
you should not place undue reliance on our forward-looking statements. Actual results or events could differ materially from the plans,

intentions and expectations disclosed in the forward-looking statements we make. We have included important factors in the cautionary
statements included or incorporated in this prospectus, particularly under the heading Risk Factors , that we believe could cause actual results or
events to differ materially from the forward-looking statements that we make. Our forward-looking statements do not reflect the potential impact
of any future acquisitions, mergers, dispositions, joint ventures or investments we may make. We do not assume any obligation to update any
forward-looking statements.
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USE OF PROCEEDS

We will not receive any proceeds from the sale of the debentures or the shares of our common stock issuable upon conversion of the debentures
by the selling securityholders.

The selling securityholders will pay any underwriting discounts and commissions and expenses incurred by the selling securityholders for
brokerage, accounting, tax or legal services or any other expenses incurred by the selling stockholders in disposing of the shares. We will bear
all other costs, fees and expenses incurred in effecting the registration of the shares covered by this prospectus, including, without limitation, all
registration and filing fees, Nasdaq listing fees, if any, and fees and expenses of our counsel and our accountants.

SELLING SECURITYHOLDERS

We issued the debentures covered by this prospectus in a private placement on January 12, 2004. The debentures were resold by the initial
purchaser to qualified institutional buyers under Rule 144A under the Securities Act. Selling securityholders, including their transferees,
pledgees, donees or their successors, may offer and sell the debentures and the shares of our common stock into which the debentures are
convertible pursuant to this prospectus.

The following table sets forth certain information about the selling securityholders and the principal amount of debentures and the shares of our
common stock into which the debentures are convertible beneficially owned by each selling securityholder that may be offered pursuant to this
prospectus. The information is based solely on information provided by or on behalf of the following selling securityholders to us in a
questionnaire and is as of the date specified by the securityholders in those questionnaires.

Shares of Red Hat Shares of Red Hat

Principal Amount Common Stock Common Stock

of Debentures Beneficially Owned Debentures Owned Owned After
Beneficially Owned Upon Conversion After Completion Completion
Full Legal Name of Selling That May Be of the of the of the

Securityholder Sold (1) Debentures (1) Offering (2) Offering (2)
Alexian Brothers Medical Center 260,000 10,159
Allstate Insurance Company(3) 3,000,000 117,225

Aloha Airlines Non-Pilots Pension

Trust 125,000 4,884
Aloha Pilots Retirement Trust 65,000 2,539
Amaranth LLC(3) 15,000,000 586,129
Arbitex Master Fund L.P.(3) 15,200,000 593,944
Arkansas PERS 700,000 27,352
Arkansas Teacher Retirement 3,820,000 149,267
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AstraZeneca Holdings Pension
Baptist Health of South Florida
Barclays Global Investors
Diversified Alpha Plus Funds
B.C. McCabe Foundation

BNP Paribas Arbitrage(3)

BP Amoco PLC Master Trust

C & H Sugar Company Inc.
Canyon Capital Arbitrage Master
Fund, Ltd.(3)

Canyon Value Realization Fund,
L.P.(3)
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205,000
455,000

1,069,000
150,000
7,000,000
1,136,000
150,000

14,250,000

7,125,000
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8,010
17,779

41,771
5,861
273,527
44,389
5,861

556,823

278,411
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Shares of Red Hat Shares of Red Hat
Principal Amount Common Stock Common Stock
of Debentures Beneficially Owned Debentures Owned Owned After
Beneficially Owned Upon Conversion After Completion Completion
Full Legal Name of Selling That May Be of the of the of the
Securityholder Sold (1) Debentures (1) Offering (2) Offering (2)
Canyon Value Realization Fund
(Cayman), Ltd.(3) 19,475,000 760,991
Canyon Value Realization MAC 18,
Ltd. (RMF)(3) 2,850,000 111,364
Cheyne Fund L.P. 5,408,000 211,319
Cheyne Leveraged Fund L.P. 3,908,000 152,706
CIP Limited Duration Company 120,000 4,689
Citadel Credit Trading Ltd.(3) 7,575,000 295,995
Citadel Equity Fund Ltd.(3) 42,925,000 1,677,307
Citigroup Global Markets Inc.(4) 1,750,000 68,381
CNH CA Master Account, L.P. 4,000,000 156,301
Commissioners of the Land Office 825,000 32,237
Concordia Mac29 Limited 500,000 19,537
Credit Suisse First Boston LLC(4) 8,050,000 314,556
CS Alternative Strategy Ltd. 64,000 2,500
DBAG London(3) 8,019,000 313,344
DB Equity Opportunities Master
Portfolio Ltd. 7,400,000 289,157
DEAM Convertible Arbitrage 3,700,000 144,578
Delaware PERS 400,000 15,630
Deutsche Bank Securities Inc.(4) 1,850,000 72,289
DKR SoundShore Opportunity
Holding Fund Ltd. 4,000,000 156,301
DKR SoundShore Strategic Holding
Fund Ltd. 2,000,000 78,150
Dodeca Fund, L.P. 1,925,000 75,219
Engineers Joint Pension Fund 305,000 11,917
Evergreen Equity Income Fund(3) 4,000,000 156,301
Family Service Life Insurance
Co.(3) 100,000 3,907
Fore Convertible Master Fund Ltd. 2,747,000 107,339
Fore Plan Asset Fund Ltd. 247,000 9,651
Forest Fulcrum Fund L.P.(4) 1,437,000 56,151
Forest Global Convertible Fund,
Ltd., Class A-5 6,010,000 234,842
Forest Multi-Strategy Master Fund
SPC, on behalf of its Multi-Strategy
Segregated Portfolio 2,088,000 81,589
Froley Revy Investment Convertible
Security Fund 55,000 2,149
FrontPoint Convertible Arbitrage
Fund, L.P. 3,500,000 136,763
Global Bermuda Limited Partnership 5,100,000 199,284
Goldman Sachs & Company(4) 5,000,000 195,376
Grace Brothers, Ltd.(4) 2,000,000 78,150
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Shares of Red Hat Shares of Red Hat
Principal Amount Common Stock Common Stock
of Debentures Beneficially Owned Debentures Owned Owned After
Beneficially Owned Upon Conversion After Completion Completion
Full Legal Name of Selling That May Be of the of the of the
Securityholder Sold (1) Debentures (1) Offering (2) Offering (2)
Guardian Pension Trust(3) 200,000 7,815
Guggenheim Portfolio Company VIII
(Cayman), Ltd.(3) 432,000 16,880
Guggenheim Portfolio Co. XV, LLC 2,000,000 78,150
Hawaiian Airlines Employees
Pension Plan-IAM 40,000 1,563
Hawaiian Airlines Pension Plan for
Salaried Employees 5,000 195
Hawaiian Airlines Pilots Retirement
Plan 115,000 4,493
HFR CA Global Opportunity Master
Trust 847,000 33,096
HFR RVA Select Performance
Master Trust 325,000 12,699
Hotel Union & Hotel Industry of
Hawaii Pension Plan 258,000 10,081
ICI American Holdings Trust 150,000 5,861
Inflective Convertible Opportunity
Fund I, L.P. 75,000 2,930
Innovest Finanzdienstle 1,295,000 50,602
Institutional Benchmarks Master
Fund Ltd. 1,623,000 63,419
Intl Truck & Engine Corp Retirement
Plan for Salaried Employee's Trust 1,625,000 63,497
Intl. Truck & Engine Corp Non
Contributory Retirement Plan Trust 975,000 38,098
Jefferies & Company Inc.(4) 5,000 195
IJMG Capital Partners, L.P. 4,850,000 189,515
JMG Triton Offshore Fund, Ltd. 4,850,000 189,515
KBC Convertible MAC28 Fund 1,800,000 70,335
KBC Convertible Opportunities Fund 11,600,000 453,273
KBC Financial Products USA Inc. 475,000 18,560
KBC Multi-Strategy Arbitrage Fund 5,600,000 218,821
KeySpan Foundation 75,000 2,930
KeySpan Insurance Company 125,000 4,884
Lakeshore International, Ltd. 20,400,000 797,136
LDG Limited 128,000 5,001
Lexington Vantage Fund c/o TQA
Investors, L.L.C. 32,000 1,250
LLT Limited 566,000 22,116
Lord Abbett Investment Trust LA
Convertible Fund 2,675,000 104,526
Louisiana CCRF 80,000 3,126
Lyxor/Forest Fund Ltd. 3,060,000 119,570
Lyxor Master Fund(3) 300,000 11,722
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Full Legal Name of Selling

Securityholder

Lyxor/Concordia Convertible
Arbitrage Fund

Man Convertible Bond Master Fund,
Ltd.

Man Mac I Limited

McMahan Securities Co. L.P.(4)
Melody IAM Fund

MLQA Convertible Securities
Arbitrage Ltd.

Morgan Stanley Convertible
Securities Trust(3)

MSD TCB, L.P.

National Fuel & Gas Company
Retirement Plan
Nicholas-Applegate Capital
Management Convertible Mutual
Fund

Nisswa Master Fund Ltd.

OCLC Online Computer Library
Center Inc.

Oxford, Lord Abbett & Co.

Piper Jaffray Companies(4)
Polygon Global Opportunities Master
Fund

Prudential Insurance Co. of
America(3)

Radcliffe SPC, Ltd. for and on behalf
of the Class A Convertible Crossover
Segregated Portfolio

Ramius Capital Group(3)

Ramius Master Fund, Ltd.(3)

RCG Latitude Master Fund, Ltd.(3)
RCG Multi Strategy Master Fund,
Ltd.(3)

S.A.C. Capital Associates, LLC
San Diego City Retirement

San Diego County Convertible
Satellite Asset Management, L.P.
SG Americas Securities, LLC(4)
SG Cowen Securities Corp.(4)
Sphinx Convertible Arbitrage SPC
Sphinx Convertible Arb Fund SPC
Sphinx Fund c/o TQA Investors,
L.L.C

SSI Blended Market Neutral L.P.

Table of Contents

Principal Amount

Shares of Red Hat

Common Stock

Shares of Red Hat

Common Stock

of Debentures Beneficially Owned Debentures Owned Owned After
Beneficially Owned Upon Conversion After Completion Completion
That May Be of the of the of the

Sold (1) Debentures (1) Offering (2) Offering (2)
500,000 19,537
9,393,000 367,034
1,074,000 41,966
500,000 19,537
1,000,000 39,075
5,000,000 195,376
2,200,000 85,965
90,000,000 3,516,777
575,000 22,468
525,000 20,514
3,000,000 117,225
20,000 781
1,775,000 69,358
10,000,000 390,753
14,000,000 547,054
40,000 1,563
16,000,000 625,204
1,000,000 39,075
2,000,000 78,150
7,000,000 273,527
3,000,000 117,225
15,000,000 586,129
665,000 25,985
1,400,000 54,705
12,500,000 488,441
3,000,000 117,225
5,000,000 195,376
977,000 38,176
438,000 17,114
80,000 3,126
511,000 19,967
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Full Legal Name of Selling

Securityholder

St. Thomas Trading, Ltd.(3)

State of Oregon/Equity

State of Oregon/SAIF Corporation
Syngenta AG

Total Fina Elf Finance USA, Inc.
TQA Master Fund, Ltd.

TQA Master Plus Fund, Ltd.

UBS O'Connor LLC f/b/o O Connor
Global Convertible Arbitrage Master
Ltd.

UBS Securities LLC(4)

US Bank FBO Benedictine Health
Systems

Van Kampen Harbor Fund(4)
Vermont Mutual Insurance Company
Viacom Inc. Pension Plan Master
Trust

Wachovia Capital Markets LLC(4)
Wake Forest University

Wyoming State Treasurer

Xavex Convertible Arbitrage 4 Fund
Xavex Convertible Arbitrage 7 Fund
c/o TQA Investors, L.L.C.

Zurich Institutional Benchmarks
Master Fund Ltd.

Zurich Institutional Benchmarks
Master Fund, Ltd. c/o TQA
Investors, L.L.C.

Principal Amount

of Debentures

Beneficially Owned

That May Be

Sold (1)

15,607,000
2,050,000
3,000,000

115,000
325,000
1,249,000
1,908,000

11,650,000
16,932,000

200,000
2,100,000
175,000

26,000
1,458,000
340,000
690,000
320,000
309,000

1,314,000

294,000

Shares of Red Hat

Common Stock

Beneficially Owned

Upon Conversion

of the

Debentures (1)

Shares of Red Hat
Common Stock
Debentures Owned Owned After
After Completion Completion
of the of the

Offering (2) Offering (2)

609,848
80,104
117,225
4,493
12,699
48,805
74,555

455,227
661,622

7,815
82,058
6,838

1,015
56,971
13,285
26,961
12,504
12,074

51,344

11,488

(1)  Assumes conversion of all the securityholders debentures at the initial conversion rate of 39.0753 shares of common stock per $1,000
principal amount of debentures. However, the conversion rate is subject to adjustment as described under Description of

Debentures Conversion Rights.

decrease in the future.

As a result, the amount of common stock issuable upon conversion of the debentures may increase or

(2) We do not know when or in what amounts a selling securityholder may offer the debentures or shares for sale. The selling securityholders
might not sell any or all of the debentures or shares offered by this prospectus. Because the selling securityholders may offer all or some of
the debentures or shares pursuant to this offering, and because there are currently no agreements, arrangements or understandings with
respect to the sale of any of the debentures or shares, we cannot estimate the number of the debentures or shares that will be held by the
selling securityholders after completion of the offering. However, for purposes of this table, we have assumed that, after completion of the
offering, none of the debentures or shares covered by this prospectus will be held by the selling securityholders.

(3) The selling securityholder is an affiliate of a registered broker-dealer and has informed us that it acquired the securities in the ordinary
course of business, and at the time of the acquisition of the securities had no agreements, understandings or arrangements with any other
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persons, either directly or indirectly, to distribute the securities. To the extent that we become aware that any selling securityholder did not
acquire its securities in the ordinary course of business or did have such an agreement, understanding or
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arrangement, we will file an amendment to this registration statement to designate such affiliate as an underwriter within the meaning of

the Securities Act.

(4) The selling securityholder is a registered broker-dealer and an underwriter within the meaning of the Securities Act, and any profits that
they realize on the resale of the debentures or the shares are underwriting commissions or discounts.

None of the selling securityholders has held any position or office with, or has otherwise had a material relationship with us, or any of our

subsidiaries, within the past three years. From time to time the selling securityholders may hold other securities that we have issued.
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VOTING/INVESTMENT CONTROL TABLE

NAME OF SECURITYHOLDER

Alexian Brothers Medical Center

Allstate Insurance Company

Aloha Airlines Non-Pilots Pension Trust

Aloha Pilots Retirement Trust

Amaranth LLC

Arbitex Master Fund L.P.

Arkansas PERS

Arkansas Teacher Retirement

AstraZeneca Holdings Pension

Baptist Health of South Florida

Barclays Global Investors Diversified Alpha Plus Funds
B.C. McCabe Foundation

BNP Paribas Arbitrage

BP Amoco PLC Master Trust

C & H Sugar Company Inc.

Canyon Capital Arbitrage Master Fund, Ltd.
Canyon Value Realization Fund (Cayman), Ltd.
Canyon Value Realization Fund, L.P.

Canyon Value Realization MAC 18, Ltd. (RMF)
Cheyne Fund L.P.

Cheyne Leveraged Fund L.P.

CIP Limited Duration Company

Citadel Credit Trading Ltd.

Citadel Equity Fund Ltd.

CNH CA Master Account, L.P.

Commissioners of the Land Office

Concordia Mac29 Limited

CS Alternative Strategy Ltd.

DBAG London

DB Equity Opportunities Master Portfolio Ltd.
DEAM Convertible Arbitrage

Delaware PERS

Deutsche Bank Securities Inc.

DKR SoundShore Opportunity Holding Fund Ltd.
DKR SoundShore Strategic Holding Fund Ltd.
Dodeca Fund, L.P.

Engineers Joint Pension Fund

Family Service Life Insurance Co.

Fidelity Contrafund

Fidelity Financial Trust: Fidelity Convertible Securities Fund
Fidelity Trend Fund

Fore Convertible Master Fund Ltd.

Fore Plan Asset Fund Ltd.

Forest Fulcrum Fund L.P.

Forest Global Convertible Fund, Ltd., Class A-5
Forest Multi-Strategy Master Fund SPC, on behalf of its Multi-Strategy
Segregated Portfolio

Froley Revy Investment Convertible Security Fund

Table of Contents

NATURAL PERSON OR PERSONS WITH

VOTING/INVESTMENT CONTROL

Ann Houlihan

(D

Ann Houlihan

Ann Houlihan

2

Clark Hunt, Jonathan Bren and Ken Tananbaum
Ann Houlihan

(3

Ann Houlihan

(3)

Michael A. Boyd

Maren Lindstrom

Mike Cohen

John Gottfurcht, George Douglas, Amy Jo Gottfurcht
Ann Houlihan

4

@)

(6)

@)

David Treadwell and Akin Akinloye
David Treadwell and Akin Akinloye
David Treadwell and Akin Akinloye
(3)

(3)

)

Maren Lindstrom

(10)

David Treadwell and Akin Akinloye
Dan Azzi and Patrick Corrigan

Eric Lobben

Eric Lobben

Ann Houlihan

Thomas Sullivan

(11)

(11)

Thomas J. Ray

3)

John Murphy

(12)

(12)

(12)

David Egglishaw

David Egglishaw

Michael A. Boyd

Michael A. Boyd

Michael A. Boyd

Ann Houlihan
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NAME OF SECURITYHOLDER

FrontPoint Convertible Arbitrage Fund, L.P.

Grace Brothers, Ltd.

Grace Convertible Arbitrage Fund, Ltd.

Guardian Life Insurance Co. of America

Guardian Pension Trust

Guggenheim Portfolio Company VIII (Cayman), Ltd.
Guggenheim Portfolio Co. XV, LLC

Hawaiian Airlines Employees Pension Plan-IAM
Hawaiian Airlines Pension Plan for Salaried Employees
Hawaiian Arlines Pilots Retirement Plan

HFR CA Global Opportunity Master Trust

HFR RVA Select Performance Master Trust

Hotel Union & Hotel Industry of Hawaii Pension Plan
ICI American Holdings Trust

Inflective Convertible Opportunity Fund I, L.P.
Innovest Finanzdienstle

Institutional Benchmarks Master Fund Ltd.

Intl Truck & Engine Corp Retirement Plan for Salaried Employee s

Trust

Intl. Truck & Engine Corp Non Contributory Retirement Plan Trust
Jefferies & Company Inc.

JMG Capital Partners, L.P.

JMG Triton Offshore Fund, Ltd.

KBC Convertible MAC28 Fund

KBC Convertible Opportunities Fund

KBC Financial Products USA Inc.

KBC Multi-Strategy Arbitrage Fund

KeySpan Foundation

KeySpan Insurance Company

LDG Limited

Lexington Vantage Fund c/o TQA Investors, L.L.C.
LLT Limited

Lord Abbett Investment Trust LA Convertible Fund
Louisiana CCRF

Lyxor/Forest Fund Ltd.

Lyxor Master Fund

Lyxor/Concordia Convertible Arbitrage Fund

Man Convertible Bond Master Fund, Ltd.

Man Mac I Limited

Melody IAM Fund

Morgan Stanley Convertible Securities Trust

MSD TCB, L.P.

National Fuel & Gas Company Retirement Plan
Nicholas-Applegate Capital Management Convertible Mutual Fund
Nisswa Master Fund Ltd.

OCLC Online Computer Library Center Inc.

Oxford, Lord Abbett & Co.

Table of Contents
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NATURAL PERSON OR PERSONS WITH

VOTING/INVESTMENT CONTROL

(13)

Bradford Whitmore and Michael Brailov

Bradford Whitmore and Michael Brailov

John Murphy

John Murphy

Loren Katzovitz, Patrick Hughes, Kevin Felix

Alex Adair

Ann Houlihan

Ann Houlihan

Ann Houlihan

Michael A. Boyd

Michael A. Boyd

John Gottfurcht, George Douglas, Amy Jo Gottfurcht
Ann Houlihan

Thomas J. Ray

(3)

John Gottfurcht, George Douglas, Amy Jo Gottfurcht
Maren Lindstrom

Maren Lindstrom

John Gottfurcht, George Douglas, Amy Jo Gottfurcht
(14)

(15)

Andy Preston

Andy Preston

(16)

Andy Preston

Maren Lindstrom

Maren Lindstrom

(17)

(17)

Michael A. Boyd

Maren Lindstrom

Ann Houlihan

Michael A. Boyd

Clark Hunt, Jonathan Bren and Ken Tananbaum
(10)

John Null and J. T. Hansen

(18)

Andy Preston

(19)

John Phelan and Glenn Fuhrman
Maren Lindstrom

3)

Aaron Yeary and Brian Taylor
Ann Houlihan

Maren Lindstrom
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NAME OF SECURITYHOLDER

Polygon Global Opportunities Master Fund

Prudential Insurance Co. of America

Radcliffe SPC, Ltd. for and on behalf of the Class A Convertible
Crossover Segregated Portfolio

Ramius Capital Group

Ramius Master Fund, Ltd.

RCG Latitude Master Fund, Ltd.

RCG Multi Strategy Master Fund, Ltd.

S.A.C. Capital Associates, LLC

San Diego City Retirement

San Diego County Convertible

Satellite Asset Management, L.P.

SG Cowen Securities Corp.

Sphinx Convertible Arbitrage SPC

Sphinx Convertible Arb Fund SPC

Sphinx Fund c/o TQA Investors, L.L.C.

SSI Blended Market Neutral L.P.

SSI Hedged Convertible Market Neutral L.P.

St. Thomas Trading, Ltd.

State of Oregon/Equity

State of Oregon/SAIF Corporation

Syngenta AG

Total Fina Elf Finance USA, Inc.

TQA Master Fund, Ltd.

TQA Master Plus Fund, Ltd.

UBS O Connor LLC f/b/o O Connor Global Convertible Arbitrage
Master Ltd.

UBS Securities LLC

US Bank FBO Benedictine Health Systems

Van Kampen Harbor Fund

Variable Insurance Products Fund II: Contrafund Portfolio
Vermont Mutual Insurance Company

Viacom Inc. Pension Plan Master Trust

Wake Forest University

Wyoming State Treasurer

Xavex Convertible Arbitrage 4 Fund

Xavex Convertible Arbitrage 7 Fund c/o TQA Investors, L.L.C.
Zurich Institutional Benchmarks Master Fund Ltd.

Zurich Institutional Benchmarks Master Fund, Ltd. c/o TQA Investors,

LL.C.

NATURAL PERSON OR PERSONS WITH

VOTING/INVESTMENT CONTROL

Alex Jackson, Byron Knief, Brandon Jones, Erik Caspersen,
Greville Ward and Reade Griffith

Ann Houlihan

(20)

Alex Adair

Alex Adair

Alex Adair

Alex Adair

2D

3)

3)

(22)

(23)

Michael A. Boyd

John Gottfurcht, George Douglas, Amy Jo Gottfurcht
a7

John Gottfurcht, George Douglas, Amy Jo Gottfurcht
John Gottfurcht, George Douglas, Amy Jo Gottfurcht
John Null and J. T. Hansen

Ann Houlihan

Ann Houlihan

Ann Houlihan

Maren Lindstrom

a7

a7

(24

Keith Ackerman
Ann Houlihan
(25)

12)

Maren Lindstrom
John Gottfurcht, George Douglas, Amy Jo Gottfurcht
3)

3)

Michael A. Boyd
a7

Michael A. Boyd
a7

(1) The securityholder is a wholly owned subsidiary of The Allstate Corporation, a reporting entity with the Securities and Exchange
Commission. The Allstate Corporation has voting and investment control over the securities held by the securityholder.

(2) Amaranth Advisors L.L.C., the trading advisor for Amaranth LL.C, exercises voting power and investment control over any Registrable
Securities. Amaranth Advisors L.L.C. has designated authorized signatories
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who will sign on behalf of Amaranth LL.C. Nicholas M. Maounis is the Managing Member of Amaranth Advisors L.L.C.

(3) The securityholder has informed us that it has delegated full authority to Nicholas-Applegate Capital Management ( Nicholas-Applegate ) as
investment advisor over the referenced securities, including full voting and dispositive power. The chief investment officer of
Nicholas-Applegate is Horacio Valeiras, who, in such capacity, has oversight authority over all portfolio managers at Nicholas-Applegate.
Nicholas-Applegate s proxy committee sets policies on the voting of all of Nicholas-Applegate s clients securities to be voted by
Nicholas-Applegate for clients. These policies are available to clients of Nicholas-Applegate upon request.

(4) Canyon Capital Advisors LLC is the investment advisor for Canyon Capital Arbitrage Master Fund, Ltd. and has the power to direct
investments by Canyon Capital Arbitrage Master Fund, Ltd. The managing partners of Canyon Capital Advisors LLC are Joshua S.
Friedman, Mitchell R. Julis, R. Christian B. Evensen and K. Robert Turner. Canyon Capital Arbitrage Master Fund, Ltd. is a Cayman
Islands Exempted company.

(5) Canyon Capital Advisors LLC is the investment advisor for Canyon Value Realization Fund (Cayman), Ltd. The managing partners of
Canyon Capital Advisors LLC are Joshua S. Friedman, Mitchell R. Julis, R. Christian B. Evensen and K. Robert Turner. In addition,
Joshua S. Friedman, Mitchell R. Julis and R. Christian B. Evensen own all the ordinary shares of Canyon Value Realization Fund
(Cayman), Ltd., carrying full voting rights on all matters.

(6) The general partners for Canyon Value Realization Fund, L.P. are Canpartners Investments III, L.P. Canyon Capital Advisors LLC is the
general partner of Canpartners Investments III. The managing partners of Canyon Capital Advisors LLC are Joshua S. Friedman, Mitchell
R. Julis, R. Christian B. Evensen and K. Robert Turner.

(7) Managed Accounts Limited is t