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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended July 31, 2003

OR

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

For the transition period from to

Commission file number 000-27071

AGILE SOFTWARE CORPORATION

(Exact name of registrant as specified in its charter)

Delaware 77-0397905
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
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6373 San Ignacio Avenue, San Jose, California 95119-1200

(Address of principal executive office)

(408) 284-4000

(Registrant s telephone number, including area code)

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

Indicate by check mark whether the Registrant is an accelerated filer (as defined in Rule 12b-2 of the Securities Exchange Act of
1934). Yes x No ~

The number of shares of Common Stock of the Registrant issued and outstanding as of August 22, 2003 was 51,335,722.
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PART I FINANCIAL INFORMATION

Item 1. Financial Statements

AGILE SOFTWARE CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)
(Unaudited)
July 31, April 30,
2003 2003 (1)
ASSETS
Current assets:
Cash and cash equivalents $ 171,953 $ 154,852
Short-term investments 84,711 102,115
Accounts receivable, net of allowance for doubtful accounts of $1,235 and $1,158 as of July 31, 2003 and April
30, 2003, respectively 11,740 12,061
Other current assets 5,194 6,295
Total current assets 273,598 275,323
Property and equipment, net 8,601 7,389
Goodwill 5,810 5,150
Intangible assets, net 1,278 1,080
Other assets 2,167 2,008
Total assets $ 291,454 $ 290,950
LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Accounts payable $ 3493 $ 3,230
Accrued expenses and other liabilities 13,025 13,632
Deferred revenue 16,382 15,280
Total current liabilities 32,900 32,142
Accrued restructuring, non-current 2,136 2,562
Total liabilities 35,036 34,704
Commitments and contingencies (Note 7)
Stockholders equity:
Common Stock 49 49
Additional paid-in capital 518,370 516,056
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Notes receivable from stockholders

Unearned stock compensation

Accumulated other comprehensive income (loss)
Accumulated deficit

Total stockholders equity

Total liabilities and stockholders equity

(165) (186)
(1,355) (2,030)
(70) 93
(260,411) (257,736)
256,418 256,246

$ 291,454  $ 290,950

(1) Amounts as of April 30, 2003 have been derived from audited financial statements as of that date.

The accompanying notes are an integral part of these condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues:
License
Professional services and maintenance

Total revenues

Cost of revenues:

License

Professional services and maintenance
Stock compensation

Total cost of revenues
Gross margin

Operating expenses:

Sales and marketing:

Other sales and marketing

Stock compensation

Research and development:
Other research and development
Stock compensation

General and administrative:
Other general and administrative
Stock compensation (recovery)

Total operating expenses

Loss from operations

Other income (expense):
Interest and other income, net
Impairment of investments

Loss before provision for income taxes
Provision for income taxes

Table of Contents

AGILE SOFTWARE CORPORATION

(In thousands, except per share amounts)

(Unaudited)

Three Months Ended
July 31,
2003 2002
$ 7384 $ 6,855
10,879 9,169
18,263 16,024
810 651
4,759 4,662
24
5,569 5,337
12,694 10,687
8,108 11,673
540 455
5,284 8,065
56 105
1,760 1,637
34 41)
15,782 21,894
(3,088) (11,207)
830 1,515
(2,560)
(2,258) (12,252)
417 96




Net loss

Net loss per share:
Basic and diluted

Weighted average shares
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The accompanying notes are an integral part of these consolidated financial statements.

$ (2,675) $ (12,348)
$ (0.05) $ (0.26)
49,147 48,176
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AGILE SOFTWARE CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)
Three Months Ended
July 31,
2003 2002
Cash flows from operating activities:
Net loss $ (2,675) $ (12,348)
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:
Provision for doubtful accounts 75
Depreciation and amortization 1,477 2,161
Amortization of stock compensation and warrants 630 543
Impairment of goodwill and equity investments 2,560
Changes in operating assets and liabilities, net of acquisitions:
Accounts receivable 246 (1,155)
Other assets, current and non-current 942 913
Accounts payable 263 (1,216)
Accrued expenses and other liabilities (1,033) (871)
Deferred revenue 830 (364)
Net cash provided by (used in) operating activities 755 9,777)
Cash flows from investing activities:
Purchases of investments (44,759) (50,010)
Proceeds from maturities of investments 62,000 60,485
Cash paid in business combinations, net of cash acquired (670)
Acquisition of property and equipment (2,605) (2,379)
Net cash provided by investing activities 13,966 8,096
Cash flows from financing activities:
Proceeds from issuance of Common Stock, net of repurchases 2,359 82
Repayment of notes receivable from stockholders 21 7
Net cash provided by financing activities 2,380 89
Net increase (decrease) in cash and cash equivalents 17,101 (1,592)
Cash and cash equivalents at beginning of period 154,852 123,374
Cash and cash equivalents at end of period $ 171,953 $121,782

Non-cash investing and financing activities:
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Unearned stock compensation (recovery) $ (45) $ oD

The accompanying notes are an integral part of these consolidated financial statements.
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 1 Summary of Significant Accounting Policies:

Basis of presentation

The accompanying unaudited condensed consolidated financial statements of Agile Software Corporation and its subsidiaries ( Agile ) have been
prepared by us and reflect all adjustments (all of which are normal and recurring in nature) that, in the opinion of management, are necessary for

a fair presentation of the interim periods presented. The results of operations for the interim periods presented are not necessarily indicative of

the results to be expected for any subsequent quarter or for the fiscal year ending April 30, 2004. Certain information and footnote disclosures
normally included in financial statements prepared in accordance with accounting principles generally accepted in the United States of America
have been condensed or omitted in accordance with the Securities and Exchange Commission s rules and regulations. These unaudited condensed
consolidated financial statements and notes included herein should be read in conjunction with our audited consolidated financial statements and
notes thereto for the fiscal year ended April 30, 2003, included in our Annual Report on Form 10-K filed on July 28, 2003 with the Securities

and Exchange Commission.

Concentrations of credit risk and significant customers

The following table sets forth the percentage of total revenue and net accounts receivable generated by each of the three customers who
accounted for more than 10% of our total revenue and/or 10% of our net accounts receivable as of and for the periods indicated below:

% of Total Revenues % of Net Accounts

Receivable at

Three Months Ended
July 31, July 31, April 30,
2003 2002 2003 2003
Customer A 12% 18%
Customer B 16%
Customer C 22%

Stock compensation

Table of Contents 10
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We account for stock-based employee compensation arrangements in accordance with provisions of Accounting Principles Board, or APB,

Opinion No. 25, Accounting for Stock Issued to Employees and related interpretations, and comply with the disclosure provisions of Statement
of Financial Accounting Standard, or SFAS, No. 123, Accounting for Stock-Based Compensation, as amended by SFAS No. 148, Accounting
for Stock-Based Compensation Transition and Disclosure. Under APB Opinion No. 25, unearned compensation is based on the difference, if any,
on the date of the grant, between the fair value of our Common Stock and the exercise price of the instrument granted. Unearned compensation

is amortized and expensed in accordance with Financial Accounting Standards Board, or FASB, Interpretation No., or FIN, 28 using the
accelerated method of amortization. If a stock option is unvested and cancelled due to termination of employment, any excess amortization
recorded using the accelerated method over what would have been amortized on a straight-line basis is reversed in the period of cancellation,

and classified as recovery.

We account for stock-based compensation issued to non-employees in accordance with the provisions of SFAS No. 123 and Emerging Issues
Task Force, or EITF, No. 96-18 Accounting for Equity Instruments That Are Issued to Other Than Employees for Acquiring, or in Conjunction
with Selling, Goods or Services.

Table of Contents 11
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Fair value disclosures

Pro forma information regarding net income and earnings per share is required by SFAS No. 123. This information is required to be determined
as if we had accounted for our stock-based compensation plans under the fair value method.

The fair value of shares and options issued pursuant to our stock-based compensation plans at the grant date were calculated using the
Black-Scholes option pricing model as prescribed by SFAS No. 123 with the following weighted average assumptions:

Stock Option Plans Purchase Plan

Three Months Three Months
Ended July 31, Ended July 31,
2003 2002 2003 2002
Dividend yield
Expected volatility 76% 105% 76% 105%
Average risk-free interest rate 3.38% 353% 1.02% 1.70%
Expected life (in years) 5 5 S S

The Black-Scholes option pricing model was developed for use in estimating the fair value of traded options that have no vesting restrictions and
are fully transferable. In addition, option pricing models require the input of assumptions, including the expected stock price volatility. We use
projected volatility rates, which are based upon historical volatility rates trended into future years. Because our employee stock options have
characteristics significantly different from those of traded options, and because changes in the subjective input assumptions can materially affect
the fair value estimate, in our opinion, the existing models do not necessarily provide a reliable single measure of the fair value of our options.
Based upon the above assumptions, the weighted average fair value per share of options granted under the option plans during the three months
ended July 31, 2003 and 2002 was $5.16 and $5.41, respectively. The weighted average fair value per share of shares granted under the Purchase
Plan during the three months ended July 31, 2003 and 2002 was $2.38 and $5.07, respectively.

Had we recognized the fair value of our stock-based compensation plans under the provisions of SFAS No. 123, our net loss would have been
increased to the pro forma amounts below for the three months ended July 31, 2003 and 2002, respectively (in thousands, except per share
amounts):

Table of Contents 12
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Three Months Ended
July 31,
2003 2002

Net loss as reported $(2,675) $(12,348)
Add: Stock-based employee compensation under APB Opinion No. 25 included in reported net
loss 439 419
Less: Stock-based employee compensation under SFAS No. 123 (5,838) (10,852)
Pro forma net loss $(8,074) $(22,781)
Net loss per basic and diluted share as reported $ (0.05 $ (0.26)
Pro forma net loss per basic and diluted share $ (0.16) $ (047

Unearned stock compensation

We record unearned stock compensation when we issue restricted Common Stock or options to purchase Common Stock with exercise prices
below fair value at the date of grant. Stock compensation is recognized over the applicable vesting period of the related options, generally five
years, using the accelerated method of amortization.

Table of Contents 13
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Stock compensation related to stock options granted to non-employees is recognized as an expense as the underlying stock options are earned,
over the applicable vesting period of the options, generally five years, using the accelerated method of amortization. At each reporting date, we
recalculate the value of the stock options using the Black-Scholes option pricing model and record changes in fair value for the unvested portion
of the options. As a result, stock compensation for non-employees fluctuates with the movement in the fair value of our Common Stock.

During the three months ended July 31, 2003 and 2002, we terminated employment of individuals for whom we had recorded unearned stock
compensation and had recognized related expense on unvested options using the accelerated method of amortization. Accordingly, during the
three months ended July 31, 2003 and 2002, we reduced unearned stock compensation, which would have been amortized to future expense, by
$45,000 and $401,000, respectively.

Amortization of employee and non-employee stock options, and recoveries due to cancellations were as follows (in thousands):

Three Months Ended
July 31,
2003 2002
Amortization employees $ 493 $ 583
Amortization non-employees 191 124
Recovery employees (54) (164)
Net amortization $ 630 $ 543

Recent accounting pronouncements

Asset Retirement Obligations

In June 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement Obligations. SFAS No. 143 addresses the financial accounting
and reporting for obligations associated with the retirement of tangible long-lived assets that result from acquisition, construction, development
and/or normal use of the assets, including lease restoration obligations. SFAS No. 143 requires that the fair value of a liability for an asset
retirement obligation be recognized in the period in which it is incurred if a reasonable estimate of the fair value can be made. The fair value of
the liability is added to the carrying amount of the associated asset, and this additional carrying amount is expensed over the life of the asset. We
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adopted SFAS No. 143 effective May 1, 2003. The adoption of SFAS No. 143 did not have a material impact on our financial condition, results
of operations, or cash flows.

Costs Associated with Exit and Disposal Activities

In July 2002, the FASB issued SFAS No. 146, Accounting for Exit or Disposal Activities. SFAS No. 146 addresses the recognition,
measurement and reporting of costs associated with exit and disposal activities (i.e., restructuring activities), including costs related to
terminating a contract that is not a capital lease and termination benefits due to employees who are involuntarily terminated under the terms of a
one-time benefit arrangement. SFAS No. 146 supersedes Emerging Issues Task Force, or EITF, Issue No. 94-3, Liability Recognition for
Certain Employee Termination Benefits and Other Costs to Exit an Activity (Including Certain Costs Incurred in a Restructuring) and EITF
Issue No. 88-10, Costs Associated with Lease Modification or Termination. Accordingly, SFAS No. 146 prohibits recognition of a liability
based solely on an entity s commitment to a plan to exit an activity. SFAS No. 146 requires that: (i) liabilities associated with exit and disposal
activities be measured at
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

fair value and changes in the fair value of the liability at each reporting period be measured using an interest allocation approach; (ii) one-time
termination benefits be expensed at the date the entity notifies the employee, unless the employee must provide future service, in which case the
benefits are expensed ratably over the future service period; (iii) liabilities to terminate a contract be recorded at fair value when the contract is
terminated; (iv) liabilities related to an existing operating lease/contract, unless terminated, be recorded at fair value, less estimated sublease
income, and measured when the contract does not have any future economic benefit to the entity (i.e., the entity ceases to utilize the rights
conveyed by the contract); and (v) all other costs related to an exit or disposal activity be expensed as incurred. SFAS No. 146 is effective for
exit or disposal activities initiated after December 31, 2002. We adopted SFAS No. 146 effective January 1, 2003. Therefore, the restructuring
activities to be initiated by us in the second quarter of fiscal 2004, as discussed further in Note 6 Restructuring and Other Charges below, will be
accounted for in accordance with SFAS No. 146. The adoption of SFAS No. 146 will not impact our restructuring obligations recognized in
fiscal 2002 and 2003 as these obligations must continue to be accounted for in accordance with EITF 94-3 and EITF 88-10 and other applicable
pre-existing guidance.

Consolidation of Variable Interest Entities

In January 2003, the FASB issued FIN 46, Consolidation of Variable Interest Entities. This interpretation of Accounting Research Bulletin No.
51, Consolidated Financial Statements, addresses consolidation by business enterprises of certain variable interest entities where there is a
controlling financial interest in a variable interest entity or where the variable interest entity does not have sufficient equity at risk to finance its
activities without additional subordinated financial support from other parties. The interpretation applies immediately to variable interest entities
created after January 31, 2003 and applies in the first year or interim period beginning after June 15, 2003 to variable interest entities in which

an enterprise holds a variable interest that it acquired before February 1, 2003. We did not have any ownership in any variable interest entities as
of July 31, 2003. We will apply the consolidation requirement of FIN 46 in future periods if we should own any interest in any variable interest
entity.

Accounting for Certain Financial Instruments

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity.
SFAS No. 150 addresses certain financial instruments that, under previous guidance, could be accounted for as equity, but now must be

classified as liabilities in statements of financial position. These financial instruments include: 1) mandatorily redeemable financial instruments,
2) obligations to repurchase the issuer s equity shares by transferring assets, and 3) obligations to issue a variable number of shares. SFAS No.
150 is effective for all financial instruments entered into or modified after May 31, 2003, and otherwise effective at the beginning of the first
interim period beginning after June 15, 2003. We did not have any such financial instruments as of July 31, 2003. The implementation of SFAS
No. 150 is not expected to have a material effect on our consolidated financial statements.

Note 2 Net Loss Per Share
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Basic net loss per share is computed by dividing the net loss for the period by the weighted average number of common shares outstanding
during the period. Diluted net loss per share is the same as basic net loss per share because the calculation of diluted net loss per share excludes
potential common shares since their effect is anti-dilutive. Potentially dilutive common shares consist of unvested restricted Common Stock and
incremental common shares issuable upon the exercise of stock options and warrants.
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

The following table sets forth the computation of basic and diluted net loss per share for the periods indicated (in thousands, except per share

amounts):

Numerator:
Net loss

Denominator:
Weighted average shares
Weighted average unvested shares of restricted Common Stock subject to repurchase

Denominator for basic and diluted calculation

Net loss per share:
Basic and diluted

Three Months Ended
July 31,

2003 2002

$(2,675) $(12,348)

49,316 48,460
(169) (284)

49,147 48,176

$ (005 $ (0.26)

The following table sets forth potential shares of Common Stock that are not included in the diluted net loss per share calculation above because

to do so would be anti-dilutive as of the dates indicated below (in thousands):

Warrants to purchase Common Stock
Unvested Common Stock subject to repurchase
Options to purchase Common Stock

Total shares excluded

Table of Contents

Three Months Ended
July 31,

2003 2002

50 50
158 265
14,787 14,808

14,995 15,123
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Note 3 Comprehensive Loss:

Comprehensive loss, which is reflected as a component of stockholders equity, includes net loss and unrealized gains or losses on investments,
as follows:

Three Months Ended
July 31,
2003 2002
Net loss $(2,675) $(12,348)
Unrealized gains (loss) on investments (163) 252
Comprehensive loss $(2,838) $(12,096)

Note 4 Business Combinations:

During fiscal 2003, we acquired all of the outstanding capital stock of oneREV, Inc. ( oneREV ) and ProductFactory, Inc. ( ProductFactory ). Each
acquisition was accounted for under the purchase method of accounting and, accordingly, the results of operations of each acquisition are
included in the accompanying Condensed Consolidated Statements of Operations since the acquisition date.
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

In connection with our acquisition of ProductFactory, additional consideration of up to $2.5 million may be earned, based upon net revenues
from sales of the acquired product through July 31, 2004. During the three months ended July 31, 2003, we paid $660,000 of additional

consideration to the former ProductFactory stockholders.

Subsequent to July 31, 2003, we acquired Eigner US Inc. See Note 9 Subsequent Event for additional information.

Pro forma financial information

Pro forma financial information giving effect to the acquisition of ProductFactory has not been presented since the pro forma financial

information would not differ materially from our historical results.

The following table presents the pro forma financial information for oneREV and us for the three months ended July 31, 2002 as if the

acquisition had occurred as of the beginning of May 1, 2002. (in thousands, except per share amounts):

Three Months
Ended

July 31, 2002

Pro forma net revenue $ 16,046
Pro forma net loss $ (14,139)
Pro forma net loss per basic and diluted share $ (0.29)
Pro forma shares outstanding 48,310

These results are presented for illustrative purposes only and are not necessarily indicative of the actual operating results or financial position
that would have occurred if the transaction had been consummated at the beginning of the period.

Table of Contents
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Note 5 Goodwill and Intangible Assets:

Goodwill

The change in carrying amount of goodwill for the three months ended July 31, 2003, is as follows (in thousands):

Balance as of April 30, 2003

Earnout payments to the stockholders of ProductFactory

Balance as of July 31, 2003

Under SFAS No. 142 Goodwill and Other Intangible Assets,

Table of Contents

$ 5,150
660

$5,810

goodwill is no longer subject to amortization. Rather, we evaluate goodwill for
impairment at least annually or more frequently if events and changes in circumstances suggest that the carrying amount may not be recoverable.
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Intangible Assets

(Unaudited)

The components of acquired identifiable intangible assets are as follows (in thousands):

July 31,2003

April 30, 2003

Gross Gross
Carrying  Accumulated Net Carrying Carrying  Accumulated Net Carrying
Amount Amortization Amount Amount Amortization Amount
Intangible Assets:
Developed technologies $ 1,190 $ (170) $ 1,020 $1,190 $ (110) $ 1,080
Customer lists (1) 272 (14) 258
$ 1,462 $ (184) $ 1,278 $1,190 $ (110) $ 1,080

(1) In May 2003, we acquired certain tangible and identifiable intangible assets, comprising computers and customer lists, of MS2, Inc.
( MS2 ), a developer of product lifecycle automation software, for the assumption of certain liabilities of MS2.

All of our acquired identifiable intangible assets are subject to amortization. As of July 31, 2003, acquired identifiable intangible assets are
comprised of developed technologies and customer lists and are being amortized over a weighted average period of approximately four years.

No significant residual value is estimated for the intangible assets.

As of July 31, 2003, the estimated future amortization expense of acquired intangible assets is as follows (in thousands):

Fiscal Years:

2004 (remaining nine months)
2005
2006
2007
2008

Table of Contents

$ 249
331
331
248
119

$1,278
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Note 6 Restructuring and Other Charges:

As a result of unfavorable global economic conditions and a reduction in information technology spending around the world throughout fiscal
2002, during the fourth quarter of fiscal 2002, we announced a worldwide restructuring program to reduce expenses to align our operations and
cost structure with market conditions (the 2002 Restructuring ). During the fourth quarter of fiscal 2002, we recorded a charge of $6.3 million
related to the 2002 Restructuring, which was comprised of (i) $2.4 million for severance benefits and other associated costs resulting from our
reduction in personnel, including $447,000 in stock compensation charges; (ii) $729,000 to downsize and close excess facilities; (iii) $902,000
to write-down leasehold improvements and prepaid software licenses resulting from discontinued projects; and (iv) $2.2 million of other charges
related to the impairment of certain other assets, including $1.7 million of non-refundable prepaid software license fees for which we determined
that the carrying value exceeded its net realizable value as a result of revised forecasts of future revenues showing lower than anticipated sales
for the products in which the third party licensed software was embedded. These estimates will be reviewed and revised quarterly and may result
in an increase to restructuring and other charges. In particular, we may not be able to lease our excess facilities in a reasonable period of time or
at a rate similar to our estimate. We utilized $3.5 million and $2.3 million of the 2002 Restructuring obligations during fiscal 2002 and 2003,
respectively.

12
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Throughout the first half of fiscal 2003, we continued to evaluate the economic conditions and initiated a further restructuring of our operations
(the 2003 Restructuring ). During the second quarter of fiscal 2003, we recorded a charge of $7.8 million related to the 2003 Restructuring, which
was comprised of (i) $4.6 million of facilities costs, which generally represent lease commitment costs for office space that we no longer occupy
and, to a lesser extent, a reduction of estimated sublease income related to excess facilities identified in the 2002 Restructuring, due to further
deterioration of the real estate market in the San Jose area; (ii) $485,000 of equipment and other write-offs, related principally to write-off of
excess fixed assets; and (iii) $2.7 million of other charges related to the impairment of certain prepaid software license fees for which we
determined that the carrying value of the non-refundable prepaid license fees exceeded its net realizable value as a result of revised forecasts of
future revenues showing lower than anticipated sales for the products in which the third party licensed software was embedded. These estimates
will be reviewed and revised quarterly and may result in an increase to restructuring and other charges. In particular, we may not be able to lease
our excess facilities in a reasonable period of time or at a rate similar to our estimate. We utilized $4.0 million of the 2003 Restructuring
obligations during fiscal 2003.

Summary of Restructuring Obligations

The significant activity within and components of the restructuring and other charges as of and for the three months ended July 31, 2003 are as
follows (in thousands):

Facilities
Costs

Restructuring obligations at April 30, 2003 $ 4,251
Cash payments (422)
Restructuring obligations at July 31, 2003 (1) $ 3,829
Included in accrued expenses and other liabilities $ 1,693
Included in accrued restructuring, non-current 2,136

$ 3,829

(1) Total restructuring obligations as of July 31, 2003 relate to costs associated with lease commitments for office space that we no longer
occupy, net of estimated sublease income. The remaining obligations relating to facilities and leases are expected to be paid through
November 2007.

During the three months ended July 31, 2003, as part of our effort to reduce our long-term occupancy costs, we entered into a non-cancelable
operating sublease, as the subtenant, for approximately 82,000 square feet of commercial office space in San Jose, California, for our new
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headquarters (see Note 7 Commitments and Contingencies for additional information). In connection with our move to this new facility, we
anticipate recording a restructuring charge of approximately $7 million to $8 million during the second quarter of fiscal 2004 primarily related to
the fair value of the remainder of our outstanding lease commitments for properties that we will be vacating, net of estimated sublease income,
and the abandonment of certain long-lived assets, including leasehold improvements, furniture and fixtures, and computer equipment.
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AGILE SOFTWARE CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 7 Commitments and Contingencies:

Lease Obligations

In May 2003, as part of our effort to reduce our long-term occupancy costs, we entered into a non-cancelable operating sublease, as the
subtenant, for approximately 82,000 square feet of commercial office space in San Jose, California, for our new headquarters. The sublease ends
in July 2011. Rental commitments under the sublease provides for payments on a graduated scale totaling approximately $7.0 million.

The future minimum lease payments under all of our non-cancelable operating leases at July 31, 2003 are as follows (in thousands):

Future Net Future
Minimum Less Minimum

Lease Sublease Lease
Fiscal Year Payments Income Payments
2004 (remaining nine months) $ 4567 $ 686 $ 3,881
2005 6,012 1,006 5,006
2006 2,897 333 2,565
2007 1,348 1,348
2008 1,156 1,156
Thereafter 3,213 3,213
Total minimum lease payments $ 19,194 $ 2,025 $ 17,169

Indemnification obligations

Our software license agreements typically provide for indemnification of customers for intellectual property infringement claims. To date, no
such claims have been filed against us. We also warrant to customers that software products operate substantially in accordance with
specifications. Historically, minimal costs have been incurred related to product warranties, and as such no accruals for warranty costs have been
made. In addition, we are obligated to indemnify our officers and directors under the terms of indemnity agreements entered into with them, as
well as pursuant to our certificate of incorporation, bylaws, and applicable Delaware law. To date, we have not incurred any costs related to
these indemnifications.
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Litigation

On or around October 25, 2001, a class action lawsuit was filed on behalf of holders of Agile securities in the Southern District of New York
against Agile Software Corporation, Bryan D. Stolle and Thomas P. Shanahan (collectively the Agile Defendants ) and several investment
banking firms that served as underwriters of our initial public offering and secondary offering. The case is now captioned In re Agile Software,
Inc. Initial Public Offering Securities Litigation, 01 CIV 9413 (SAS), related to In re Initial Public Offering Securities Litigation, 21 MC 92
(SAS). The operative amended complaint is brought purportedly on behalf of all persons who purchased our Common Stock from August 19,
1999 through December 6, 2000. It alleges liability under Sections 11 and 15 of the Securities Act of 1933 and Sections 10(b) and 20(a) of the
Securities Exchange Act of 1934, on the grounds that the registration statement for the offerings did not disclose that: (1) the underwriters had
agreed to allow certain customers to purchase shares in the offerings in exchange for excess commissions paid to the underwriters; and (2) the
underwriters had arranged for certain customers to purchase additional shares in the aftermarket at predetermined prices. The amended
complaint also alleges that false analyst reports were issued. No specific damages are claimed.
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(Unaudited)

Similar allegations were made in other lawsuits challenging over 300 other initial public offerings and follow-on offerings conducted in 1999
and 2000. The cases were consolidated for pretrial purposes. On February 19, 2003, the Court ruled on all defendants motions to dismiss.

The Court denied the motions to dismiss claims under the Securities Act of 1933 in all but 10 of the cases. In the case involving us, these claims
were dismissed as to the initial public offering, but not the secondary offering. The Court denied the motion to dismiss the claim under Section
10(a) against us and 184 other issuer defendants, on the basis that the complaints in these cases alleged that the respective issuers had acquired
companies or conducted follow-on offerings after their initial public offerings. As a consequence, the Court denied the motion to dismiss the
Section 20(a) claims against the individual defendants. The Court dismissed the Section 10(a) claims against the individual defendants with
prejudice.

We have decided to accept a settlement proposal presented to all issuer defendants. In this settlement, plaintiffs will dismiss and release all
claims against the Agile Defendants, in exchange for a contingent payment by the insurance companies collectively responsible for insuring the
issuers in all of the IPO cases, and for the assignment or surrender of certain claims we may have against the underwriters. The Agile Defendants
will not be required to make any cash payments in the settlement, unless the pro rata amount paid by the insurers in the settlement exceeds the
amount of the insurance coverage, a circumstance which we do not believe will occur. The settlement will require approval of the Court, which
cannot be assured, after class members are given the opportunity to object to the settlement or opt out of the settlement.

We are also subject to various other claims and legal actions arising in the ordinary course of business. In our opinion, after consultation with
legal counsel, the ultimate disposition of these matters is not expected to have a material effect on our business, financial condition or results of
operations.

Note 8 Segment and Geographic Information:

We have one operating segment, enterprise class product lifecycle management solutions. We market our products in the United States and in
foreign countries through our direct sales force and indirect distribution channels.

During the three months ended July 31, 2003 and 2002, revenues from customers located outside of North America were approximately 23%
and 26% of total revenues, respectively. Revenues from customers located outside of North America were derived primarily from sales to
customers located in Japan, and to a lesser extent, Europe, for all periods presented.

Note 9 Subsequent Event:
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On August 11, 2003, we acquired all of the outstanding capital stock of Eigner US Inc. ( Eigner ), a developer of product lifecycle management
solutions, for approximately $19.0 million, consisting of $2.8 million in cash and the issuance of 1.8 million shares of Agile Common Stock
valued at $16.2 million. In addition, we will pay, over the next six months, approximately $3.0 million in hiring and retention bonuses to persons
who were employees of Eigner at the time of the acquisition. We are in the process of determining the purchase price allocation for this
acquisition.
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Item 2. Management s Discussion & Analysis of Financial Condition and Results of Operations

The information in this discussion contains forward-looking statements (within the meaning of Section 27A of the Securities Act of 1933, as

amended, and Section 21E of the Securities Exchange Act of 1934, as amended). Such statements are based upon current expectations that

involve risks and uncertainties, and we undertake no obligation to publicly release any revisions to the forward-looking statements or reflect

events or circumstances after the date of this report. Any statements contained herein that are not statements of historical fact may be deemed to

be forward-looking statements. For example, words such as may, will, should, estimates, predicts, potential, continue, strategy, be
anticipates, plans, expects, intends, and similar expressions are intended to identify forward-looking statements. Our actual results and the timis

of certain events may differ materially from those reflected in the forward-looking statements. Factors that might cause or contribute to such a

discrepancy include, but are not limited to, those discussed below, as well as in the Risk Factors section included in our Annual Report on

Form 10-K, filed on July 28, 2003 with the Securities and Exchange Commission. The following discussion should be read in conjunction with

the condensed consolidated financial statements and notes thereto appearing elsewhere in this report. Our fiscal year ends on April 30 of each

year.

Overview

We develop and sell a broad suite of product lifecycle management integrated software applications that enable customers to collaborate over the
Internet with their supply and design chain partners to manage the product record in a product supply chain, and the business processes that
contribute to and utilize the product record. These product lifecycle management solutions speed the build and buy process across the virtual
manufacturing network, and manage product content and critical communication, collaboration and commerce transactions among original
equipment manufacturers, electronic manufacturing services providers, customers and suppliers.

On August 11, 2003, we acquired all of the outstanding capital stock of Eigner US Inc. ( Eigner ), a developer of product lifecycle management
solutions, for approximately $19.0 million, consisting of $2.8 million in cash and the issuance of 1.8 million shares of Agile Common Stock
valued at $16.2 million. In addition, we will pay, over the next six months, approximately $3.0 million in hiring and retention bonuses to persons
who were employees of Eigner at the time of the acquisition.

Use of Estimates and Critical Accounting Policies

We have prepared our condensed consolidated financial statements in accordance with accounting principals generally accepted in the United
States. In preparing our financial statements, we make estimates, assumptions and judgments that can have a significant impact on our reported
revenues, loss from operations, and net loss, as well as on the value of certain assets and liabilities on our balance sheet. These estimates,
assumptions and judgments about future events and their effects on our results cannot be determined with certainty, and are made based upon
our historical experience and on other assumptions that are believed to be reasonable under the circumstances. These estimates may change as
new events occur or additional information is obtained, and we may periodically be faced with uncertainties, the outcomes of which are not
within our control and may not be known for a prolonged period of time. The discussion and analysis of our financial condition and results of
operations are based upon these statements. While there are a number of accounting policies, methods and estimates affecting our financial
statements, areas that are particularly significant include revenue recognition, allowance for doubtful accounts, investments, prepaid software
license fees, restructuring reserves, and stock options and warrants.

In addition to the estimates and assumptions that we use to prepare our historical financial statements, we monitor our sales pipeline in order to
estimate the timing and amount of future revenues. If we are unable to properly estimate the timing and amount of revenues, our future
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operations could be significantly impacted. Our sales pipeline may not consistently result in revenues in a particular period, as the data upon
which the assumptions and estimates made by us may change. For example, the current economic slowdown has resulted in reduced information
technology spending that has caused customers to delay purchasing decisions. Accordingly, it has been more difficult and has taken longer to
close contracts with customers, the size of the transactions have decreased, and many of our license contracts are signed in the last weeks of the
quarter, making it difficult for us to forecast revenues for the quarter. These factors have resulted in difficulty adjusting spending to respond to
variations in revenue levels achieved during the quarter, all of which has adversely affected our business, financial condition and results of
operations.
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We have identified the policies below as critical to our business operations and understanding of our financial condition and results of
operations. A critical accounting policy is one that is both material to the presentation of our financial statements and requires us to make
difficult, subjective or complex judgments that could have a material effect on our financial condition and results of operations. These policies
may require us to make assumptions about matters that are highly uncertain at the time of the estimate, and different estimates that we could
have used, or changes in the estimate that are reasonably likely to occur, may have a material impact on our financial condition or results of
operations.

Revenue Recognition

Allowance for Doubtful Accounts

Investments

Prepaid Software License Fees

Restructuring Reserves

Stock Options and Warrants

Additional information about these critical accounting policies may be found in the Management s Discussion & Analysis of Financial Condition
and Results of Operations section included in our Annual Report on Form 10-K for the fiscal year ended April 30, 2003. There have been no
changes to these critical accounting policies subsequent to April 30, 2003.
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Results of Operations

The following table sets forth selected consolidated financial data for the periods indicated, expressed as a percentage of total revenues.

Three Months
Ended July 31,

2003 2002
Revenues:
License 40% 43%
Professional services and maintenance 60 57
Total revenues 100 100
Cost of revenues:
License 4 4
Professional services and maintenance 26 29
Stock compensation
Total cost of revenues 30 33
Gross margin 70 67
Operating expenses:
Sales and marketing:
Other sales and marketing 44 73
Stock compensation 3 3
Research and development:
Other research and development 29 50
Stock compensation 1 1
General and administrative:
Other general and administrative 10 10
Stock compensation
Total operating expenses 87 137
Loss from operations 17 (70)
Other income (expense):
Interest and other income, net 4 9
Impairment of investments (16)
Loss before provision for income taxes (13) 77)
Provision for income taxes 2
Net loss (15)% (77)%
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Comparison of the Three Months Ended July 31, 2003 and 2002

Revenues

We derive revenues from the license of software products under software license agreements and from the delivery of associated professional
and maintenance services.

For the three months ended July 31, 2003, we had one customer that accounted for 12% of total revenues, and for the three months ended July
31, 2002, we had another customer that accounted for 16% of total revenues. Our international revenues were derived primarily from sales to
customers in Japan, Europe and the Asia-Pacific region. Revenues from customers located outside of North America were approximately 23%
and 26% of total revenues during the three months ended July 31, 2003 and 2002, respectively.
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License Revenues

Three Months Change
Ended Three Months
Ended
July 31,
2003 $ %o July 31, 2002
(in thousands, except percent change)
License revenues $7,384 $529 8% $ 6,855
As a percentage of total revenues 40% 43%

Our license revenues are comprised of fees charged for the use of our products licensed under perpetual or term-based arrangements.

The increase in license revenues, in absolute dollars, was due to a larger number of license sales transactions, partially offset by a decrease in our
average sales prices. The decrease in license revenues, as a percentage of total revenues, was a result of an increase in professional services and
maintenance revenues as described below.

As a result of our recent acquisition of Eigner, we expect license revenues to increase in absolute dollars, and decrease as a percentage of total
revenues, over the next quarter, as Eigner license revenue may be negatively impacted in the short-term as customers evaluate the effect of the
acquisition.

Professional Services and Maintenance Revenues

Three Months

Change
Ended Three Months
Ended
July 31,

2003 $ % July 31, 2002

(in thousands, except percent change)
Professional services and maintenance revenues $ 10,879 $1,710 19% $ 9,169
As a percentage of total revenues 60% 57%

Our professional services and maintenance revenues are comprised of fees charged for implementation services and training, and fees charged
for post contract customer support (i.e., technical support and product updates). Our implementation services and training are typically provided
over a period of three to six months subsequent to the signing of a software license arrangement. Our professional services and maintenance
revenues depend in large part on our software license revenues and renewals of maintenance agreements by our existing customer base.

The increase in professional services and maintenance revenues, in absolute dollars, was primarily due to an increase in maintenance revenues
associated with new license sales during the last four quarters, an increase in maintenance revenue from renewals, and an increase in our
implementation services.
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We generally expect professional services and maintenance revenues to track with the increase or decrease in our overall license revenues during
the previous three to six month period, in absolute dollars. As a result of our recent acquisition of Eigner, we expect professional services and
maintenance revenues to increase, in absolute dollars and as a percentage of total revenues, over the next quarter.
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Cost of Revenues

Cost of License Revenues

Three Months Change
Ended Three Months
July Ended
31, July 31,
2003 $ % 2002

(in thousands, except percent change)
Cost of license revenues $810 $ 159 24% $ 651
As a percentage of license revenues 11% 9%

Our cost of license revenues includes license fees due to third parties for integrated technology, the cost of manuals and product documentation,
production media used to deliver our products and packaging costs.

The increase in cost of license revenues, in absolute dollars and as a percentage of license revenues, was primarily due to our overall increase in
license revenues, resulting in an increase in license fees paid to third parties on third-party software integrated into our products. The increase in
cost of license revenues as a percentage of license revenues was due to a higher component of third party software embedded in our products
shipped during the three months ended July 31, 2003.

We expect cost of license revenues to track with the increase or decrease in our overall license revenues, in absolute dollars. As new and future
versions of our product suite may include more embedded third party software than prior versions, as is the case with the products acquired in
our recent acquisition of Eigner, we expect cost of license revenue to increase, in absolute dollars and as a percentage of license revenues, over
the next quarter.

Cost of Professional Services and Maintenance Revenues

Three Months Change
Ended
Three Months
Jllly 31’ Ended
2003 $ % July 31, 2002

(in thousands, except percent change)
Cost of professional services and maintenance revenues $4,759 $97 2% $ 4,662
As a percentage of professional services and maintenance revenues 44% 51%

Our cost of professional services and maintenance revenues includes salaries and related expenses for the implementation, training services, and
customer support organizations, costs of third parties contracted to provide implementation services to customers and an allocation of our
overhead expenses, including rent, information technology and other overhead expenses. In addition, cost of professional services and
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maintenance revenues includes support fees and upgrade fees paid to third parties for technology embedded in software upgrades provided to our
installed customer base.

The increase in cost of professional services and maintenance revenues in absolute dollars was primarily due to the increase in our overall
professional services and maintenance revenues, offset by a combination of a reduction in personnel-related costs as a result of a decreased
number of employees and a higher utilization of our remaining professional services personnel. The decrease in cost of professional services and
maintenance revenues as a percentage of professional services and maintenance revenues was primarily due to improved margins on both
professional services revenues and maintenance revenues, as well as an increase in the mix of maintenance revenues to professional services, as
maintenance revenues have higher margins.

We expect cost of professional services and maintenance revenues to increase, in absolute dollars and as a percentage of professional services
and maintenance revenues, over the next quarter primarily due to an expected increase in professional services and maintenance revenues as a
result of our recent acquisition of Eigner.
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Operating Expenses

We classity all charges to operating expense categories based on the nature of the expenditures. Although each category includes expenses that
are unique to the category type, there are common recurring expenditures that are typically included in all operating expenses categories, such as
salaries, employee benefits, incentive compensation, bonuses, travel costs, telephone, communication, rent and other allocated facilities costs,
information technology, and professional fees. Also included in our operating expenses is the amortization of stock compensation, that is
included in each of the sales and marketing, research and development, and general and administrative categories.

Sales and Marketing
Three Months Change
Ended Three Months
July 31, Ended
2003 $ %o July 31, 2002
(in thousands, except percent change)

Sales and marketing, excluding stock compensation $ 8,108 $ (3,565) B1)% $ 11,673
As a percentage of total revenues 44% 73%

In addition to the common recurring expenditures mentioned above, our sales and marketing expenses include expenditures specific to the sales
group, such as sales related commissions and bonuses, and expenditures specific to the marketing group, such as public relations and advertising,
trade shows, marketing collateral materials, and customer user group meetings.

The decrease in sales and marketing expenses, excluding stock compensation, on an absolute basis and as a percentage of total revenues, was
primarily due to a decrease in personnel-related costs as a result of a decreased number of employees, and a reduction in marketing and
advertising programs, travel and entertainment expenditures, and outside consulting services, as we continued to closely monitor our
discretionary expenses.

We expect sales and marketing expenses, excluding stock compensation, to increase in absolute dollars over the next quarter primarily due to an
increase in personnel-related costs related to an increase in the number of employees as a result of our recent acquisition of Eigner. We expect
sales and marketing expenses, excluding stock compensation, to decrease slightly as a percentage of total revenues over the next quarter as we
expect our sales productivity to improve moderately. Should our revenues increase substantially, our sales and marketing expenses on an
absolute basis will likely increase further.

Research and Development

Three Months Change Three Months
Ended Ended
July 31, July 31,
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2003 $ % 2002

(in thousands, except percent change)
Research and development, excluding stock compensation $5,284 $(2,781) (34)% $ 8,065
As a percentage of total revenues 29% 50%

In addition to the common recurring expenditures mentioned above, our research and development expenses consists of costs associated with the
development of new products, enhancements of existing products, and quality assurance procedures. To date, all software development costs in
research and development have been expensed as incurred.

The decrease in research and development expenses, excluding stock compensation, on an absolute basis and as a percentage of total revenues,
was primarily due to a full quarter of benefits realized from the shift of some of our development activities to new offshore development centers
in India and China during fiscal 2003, which resulted in lower overall operating costs, including a reduction in personnel-related costs, outside
consulting services, and recruiting and relocation costs. In addition, we continued to closely monitor our discretionary expenses throughout the
quarter.
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We expect research and development expenses, excluding stock compensation, to increase in absolute dollars over the next quarter primarily due
to an increase in personnel-related costs related to an increase in the number of employees as a result of our recent acquisition of Eigner, offset
slightly by another full quarter of benefits received from our offshore development centers. We expect research and development expenses,
excluding stock compensation, to decrease slightly as a percentage of total revenues over the next quarter as our revenue growth, as discussed
under Revenues above, is expected to exceed our growth in research and development spending.

General and Administrative

Three Months

Change
Ended Three Months
July 31, Ended
2003 $ % July 31, 2002

(in thousands, except percent change)
General and administrative, excluding stock compensation $ 1,760 $123 8% $ 1,637
As a percentage of total revenues 10% 10%

In addition to the common recurring expenditures mentioned above, our general and administrative expenses consist primarily of compensation
and benefits costs for executive, finance, human resources, legal and administrative personnel, bad debt expense, and other costs associated with
being a publicly held company, including SEC and Sarbanes-Oxley compliance, D&O insurance, director compensation and listing fees.

The increase in general and administrative expenses, excluding stock compensation, was primarily due to an increase in personnel-related costs
as a result of an increased number of employees, and an increase in bad debt expense, as a result of an increase in accounts receivable.

We expect general and administrative expenses, excluding stock compensation, to increase in absolute dollars over the next quarter primarily
due to an increase in personnel-related costs related to an increase in the number of employees as a result of our recent acquisition of Eigner. We
expect general and administrative expenses, excluding stock compensation, to remain constant as a percentage of total revenues over the next
quarter as we begin to realize the synergies of our acquisition of Eigner, offset by costs to integrate the operations of Eigner with ours.

Stock Compensation (Recovery)

Three Months

Change
Ended Three Months
July Ended
31, July 31,
2003 $ % 2002

(in thousands, except percent change)
Stock compensation (recovery):

Cost of revenues $ $(24) (100)% $ 24
Sales and marketing 540 85 19% 455
Research and development 56 49) 47)% 105
General and administrative 34 75 (183)% 41)
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Total stock compensation $630 $ 87 16% $ 543
As a percentage of total revenues 4% 4%

Stock compensation expenses include both the amortization of unearned employee stock compensation and options issued to non-employees,
offset by credits associated with the impact of the reversal of accelerated amortization on unvested and cancelled options held by terminated
employees.

The increase in stock compensation expense is primarily related to stock options we granted to non-employees in prior periods, but are
recognized as an expense as the underlying stock options are earned. At each reporting date, we recalculate the value of the stock options using
the Black-Scholes option pricing model and record changes in the fair value for the unvested portion of the options. As a result, the stock
compensation for non-employees fluctuates with the movement in the fair value of our Common Stock.
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Interest and Other Income (Expense), Net

Three Months

Change
Ended
July Three Months
31, Ended
2003 $ % July 31, 2002
(in thousands, except percent change)

Interest and other income, net $ 830 $ (685) 45)% $ 1,515
As a percentage of total revenues 4% 9%

Interest and other income, net consists of interest earned on cash, cash equivalents, and investments as well as foreign exchange transaction
gains and losses and other miscellaneous non-operating transactions.

The decrease in interest and other income, net was due principally to declining interest rates and, to a lesser extent, lower average cash and
investment balances.

Impairment of Investments

Three Months Change
Ended
July Three Months
31, Ended
2003 $ % July 31, 2002

(in thousands, except percent change)
Impairment of investments $ $ 2,560 (100)% $ (2,560)
As a percentage of total revenues (16)%

During the three months ended July 31, 2002, we determined that certain investments that we had made in privately held companies and a
venture fund had incurred a decline in value that, based upon the deterioration of the financial condition of the issuers and portfolio companies
of the venture fund, was considered other-than-temporary. Accordingly, we recorded impairment charges totaling $2.6 million to write down the
investments to their estimated fair values. As of July 31, 2003, our investments in privately held companies and the venture fund were written
down to zero.

Provision for Income Taxes

Three Months Change Three Months
Ended Ended
July July 31,
31, $ % 2002
2003
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(in thousands, except percent change)
Provision for income taxes $417 $ 321 334% $ 96
As a percentage of total revenues 2%

The provision for income taxes during each period was primarily attributable to taxes associated with our international subsidiaries during each
of those periods. Other than the provision for foreign taxes, no provision for income taxes has been recorded since our inception because we
have incurred net losses in all periods. We have recorded a valuation allowance for the full amount of our net deferred tax assets, including our
net operating loss carryforwards and tax credits, as sufficient uncertainty exists regarding our ability to realize the deferred tax asset balance.

Restructuring and Other Charges

As aresult of unfavorable global economic conditions and a reduction in information technology spending around the world throughout fiscal
2002, during the fourth quarter of fiscal 2002, we announced a worldwide restructuring program to reduce expenses to align our operations and
cost structure with market conditions (the 2002 Restructuring ). During the fourth quarter of fiscal 2002, we recorded a charge of $6.3 million
related to the 2002 Restructuring, which was comprised of (i) $2.4 million for severance benefits and other associated costs resulting from our
reduction in personnel, including $447,000 in stock compensation charges; (ii) $729,000 to downsize and close excess facilities; (iii) $902,000
to write-down leasehold improvements and prepaid software licenses resulting from discontinued projects; and (iv) $2.2 million of other charges
related to the impairment of certain other assets, including $1.7 million of non-refundable prepaid software licen