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PART I -- FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statements

 CHORDIANT SOFTWARE,  INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)
(Unaudited)

September 30, 2003 December 31, 2002

ASSETS

Current assets:

Cash and cash equivalents $ 32,094 $ 30,731

Short-term investments and restricted cash 581 9,245

Accounts receivable, net 15,226 15,343

Prepaid expenses and other current assets 3,096 3,162

Total current assets 50,997 58,481

Restricted cash 1,500 1,500

Property and equipment, net 3,313 5,069
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September 30, 2003 December 31, 2002

Goodwill, net 24,874 24,874

Intangible assets, net 2,304 4,975

Other assets 2,308 1,788

Total assets $ 85,296 $ 96,687

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Borrowings $ 1,191 $ 1,114

Accounts payable 2,797 5,936

Accrued expenses 11,327 14,007

Deferred revenue 16,722 15,990

Total current liabilities 32,037 37,047

Deferred revenue, long-term 5,241 8,532

Borrowings, long-term 940 136

Other liabilities 90 161

Total liabilities 38,308 45,876

Stockholders' equity:

Common stock 55 55

Treasury stock (332) (332) 

Additional paid-in capital 233,774 230,192

Notes receivable from stockholders -- (496)

Deferred stock-based compensation (3,446) (6,750)

Accumulated deficit (184,969) (172,503) 

Accumulated other comprehensive income 1,906 645

Total stockholders' equity 46,988 50,811

Total liabilities and stockholders' equity $ 85,296 $ 96,687

The accompanying notes are an integral part of these condensed consolidated financial statements.
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 CHORDIANT SOFTWARE,  INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
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(In thousands, except per share data)
(Unaudited)

Three Months Ended Nine Months Ended

September
30, 2003

September
30, 2002

September
30, 2003

September
30, 2002

Revenues:
License $ 6,642 $ 8,625 $ 17,266 $ 25,747
Service 11,124 10,276 31,400 31,038

Total revenues 17,766 18,901 48,666 56,785

Cost of revenues:
License 267 163 847 1,218
Service 6,406 7,018 18,356 23,177
Non-cash compensation
expense 343 62 1,121 233

Total cost of revenues 7,016 7,243 20,324 24,628

Gross profit 10,750 11,658 28,342 32,157

Operating expenses:
Sales and marketing:

Non-cash
compensation expense 304 77 995 313
Other sales and
marketing expense 4,995 7,619 15,728 25,038

Research and development:
Non-cash
compensation expense 414 212 1,279 602
Other research and
development expense 4,110 5,281 12,075 15,382
Purchased in-process
research and
development -- -- -- 997

General and administrative:
Non-cash
compensation expense 675 61 1,653 222
Other general and
administrative expense 1,432 2,323 4,942 6,448

Amortization of intangible
assets 890 954 2,671 2,732
Restructuring expense -- 225 1,161 4,723

Total operating expenses 12,820 16,752 40,504 56,457

Loss from operations (2,070) (5,094) (12,162) (24,300)
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Interest expense (37) (68) (131) (161)
Other income (expense), net (22) 194 (173) 736

Net loss $ (2,129) $ (4,968) $ (12,466) $ (23,725)

Net loss per share:
Basic and diluted $ (0.04) $ (0.09) $ (0.22) $ (0.43)

Shares used in per share calculation:
Basic and diluted 60,037 55,547 57,327 54,726

The accompanying notes are an integral part of these condensed consolidated financial statements.
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 CHORDIANT SOFTWARE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

Nine Months Ended

September 30,
2003

September 30,
2002

Cash flows from operating activities:

Net loss $ (12,466) $ (23,725)

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization 2,088 2,915

Amortization of intangibles 2,671 2,732

Non-cash compensation expense 5,048 1,369

Provision for doubtful accounts 21 554

Warrants issued to customers 55 --

(Gain) loss on disposal of assets 88 (7) 

Purchased in-process research and development -- 997

Changes in assets and liabilities:

Accounts receivable 96 6,790

Prepaid expenses and other current assets 66 2,263

Other assets (520)
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