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Our future operating results may vary substantially from period to period. The timing and amount of our license fees are subject to a number of
factors that make estimating revenues and operating results prior to the end of a quarter uncertain. While we receive recurring revenues on
royalty-based license agreements and some agreements contain minimum quarterly royalty commitments, a significant amount of license fees in
any quarter is dependent on signing agreements and delivering the licensed software in that quarter. Generally, we experience a pattern of

recording 50% or more of our quarterly revenues in the third month of the quarter. We have historically monitored our revenue bookings

through regular, periodic worldwide forecast reviews within the quarter. These reviews keep management informed of areas where additional
selling efforts may be needed in order to meet the internal plans and market expectations. There can be no assurances that this process will result
in our meeting revenue expectations. Operating expenses for any year are normally based on the attainment of planned revenue levels for that
year and are generally incurred ratably throughout the year. As a result, if revenues were less than planned in any period while expense levels
remain relatively fixed, our operating results would be adversely affected for that period. In addition, unplanned expenses could adversely affect
operating results for the period in which such expenses were incurred.
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Product Development

Our long-term success will depend on our ability to enhance existing products and to introduce new products timely and cost-effectively that
meet the needs of customers in present and emerging markets. There can be no assurance that we will be successful in developing new products
or in enhancing existing products or that new or enhanced products will meet market requirements. Delays in introducing new products can
adversely impact acceptance and revenues generated from the sale of such products. We have, from time to time, experienced such delays. Our
software products and their enhancements contain complex code that may contain undetected errors and/or bugs when first introduced. There
can be no assurance that new products or enhancements will not contain errors or bugs that will adversely affect commercial acceptance of such
new products or enhancements. The introduction of new products in the short term will also depend on acceptance of our FirstWare applications
and adoption of internet appliances.

Dependence on New Product Releases by Our Customers

Our customers new product introduction schedule may influence our ability to successfully take our new applications to market. Many of our
customers new products would typically include our new offerings. Our new devices play a critical role in increasing our core business average
selling prices, as they offer added functionality, enhance additional sales of existing products, and enable other new product suites. Many of our

customers current products were introduced prior to the release of our new application products.

Due to continued economic downturn and market uncertainties, many customers have delayed their product introductions. If our customers
continue to delay their product introductions, our ability to generate revenue from our new application products may be adversely affected.

Unfavorable Economic and Market Conditions

Adverse economic conditions worldwide have contributed to slowdowns in the PC and information appliance industries and may continue to
impact our business, resulting in:

Reduced demand for our products as a result of a decrease in capital spending by our customers;
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS (Continued)

Increased price competition for our products, partially as a consequence of price pressure in the PC markets;
Delays in new product introduction and acceptance by our customers; and
Higher operating expenses as a percentage of revenues.

Recent political turmoil in many parts of the world, including terrorist and military actions, may continue to put pressure on global economic
conditions. If the economic and market conditions in the United States and globally do not improve, or if they deteriorate further, we may
continue to experience material adverse impacts on our business, operating results and financial condition as a consequence of the above factors
or otherwise.

Risks in Acquisitions

Our growth is dependent upon market growth, our ability to enhance our existing products and introduce new products on a timely basis. We
have and will continue to address the need to develop new products through acquisitions of other companies and technologies. Acquisitions

involve numerous risks, including the following:

Difficulties in integrating the operations, technologies, products and personnel of the acquired companies;
Diversion of management s attention from normal daily operations of the business;
Potential difficulties in completing projects associated with in-process research and development;

Difficulties in entering markets in which we have no or limited direct prior experience and where competitors in such markets have stronger
market positions;

Insufficient revenues to offset increased expenses associated with acquisitions; and
Potential loss of key employees of the acquired companies.

Acquisitions may also cause us to:

Issue common stock that would dilute our current shareholders percentage ownership;

Assume liabilities;

Record goodwill and non-amortizable intangible assets that will be subject to impairment testing and potential periodic impairment charges;

Incur amortization expenses related to certain intangible assets;

Incur large and immediate write-offs of in process research and development costs; or

Become subject to litigation.
Mergers and acquisitions of high-technology companies are inherently risky, and no assurance can be given that our previous or future
acquisitions will be successful or will not adversely affect our business, operating results, or financial condition. Failure to manage and
successfully integrate acquisitions we make could harm our business and operating results in a material way. Even when an acquired company

has already developed and marketed products, there can be no assurance that product enhancements will be made in a timely fashion or that all
preacquisition due diligence will have identified all possible issues that might arise with respect to such products.

We have not made acquisitions that result in in-process research and development expenses being charged in an individual quarter. These
charges may occur in future acquisitions in any particular quarter resulting in variability in our quarterly earnings.
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS (Continued)

Entrance Into New or Developing Markets

As we focus on new market opportunities, we will increasingly compete with large, established suppliers as well as startup companies. Some of
our current and potential competitors may have greater resources, including technical and engineering resources, than we do. Additionally, as
customers in these markets mature and expand, they may require greater levels of service and support than we have provided in the past. We
expect that demand for these types of service and support may increase in the future. There can be no assurance that we can provide products,
service, and support to effectively compete for these market opportunities. Further, provision of greater levels of services by us may result in a
delay in the timing of revenue recognition.

Litigation Risks

From time to time, we become involved in litigation claims and disputes in the ordinary course of business. Litigation can be expensive, lengthy
and disruptive to normal business operations. Moreover, the results of complex legal proceedings are difficult to predict. An unfavorable
resolution of a particular lawsuit could have a material adverse effect on our business, operating results, or financial condition.

Effective Tax Rates

Our future effective tax rates could be adversely affected by earnings being lower than anticipated in jurisdictions where we have lower statutory
rates, changes in the valuation of our deferred tax assets and liabilities, or by changes in tax laws or interpretations thereof.

Protection of Intellectual Property

We rely on a combination of patent, trade secret, copyright, trademark, and contractual provisions to protect our proprietary rights in our
software products. There can be no assurance that these protections will be adequate or that competitors will not independently develop
technologies that are substantially equivalent or superior to our technology. In addition, copyright and trade secret protection for our products
may be unavailable or unreliable in certain foreign countries. As of December 31, 2002, we had been issued 48 patents in the U.S. and had 54
patent applications in process in the United States Patent and Trademark Office. On a worldwide basis, we have been issued 79 patents with
respect to our product offerings and have 167 patent applications pending with respect to certain of the products we market. We maintain an
active internal program designed to identify internally developed inventions worthy of being patented. There can be no assurance that any of the
applications pending will be approved and patents issued or that our engineers will be able to develop technologies capable of being patented.
Also, as the number of software patents increases, we believe that companies that develop software products may become increasingly subject to
infringement claims.
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There can be no assurance that a third party will not assert that their patents or other proprietary rights are violated by products offered by us.
Any such claims, whether or not meritorious, may be time consuming and expensive to defend, can trigger indemnity obligations owed by us to
third parties and may have an adverse effect on our business, results of operations and financial condition. Infringement of valid patents or
copyrights or misappropriation of valid trade secrets, whether alleged against us, or our customers, and regardless of whether such claims have
merit, could also have an adverse effect on our business, results of operations and financial condition.

Importance of Microsoft and Intel

For a number of years, we have worked closely with leading software and semiconductor companies in developing standards for the PC
industry. We remain optimistic regarding relationships with these industry leaders. However, there can be no assurance that leading software and
semiconductor companies will not develop alternative product strategies that could conflict with our product plans and marketing strategies.
Action by such companies may adversely impact our business and results of operations. Presently, there is little overlap or conflict in our
product offerings, although these companies now incorporate some functionality that has traditionally resided in the BIOS. These leading
software and semiconductor companies, in their endeavors to add value, incorporate features or functions provided by us either in the silicon or
in the operating system. Therefore, we must continuously create new features and functions to sustain, as well as increase, our software s added
value to OEMs/ODMs. There can be no assurances that we will be successful in these efforts.
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Attraction and Retention of Key Personnel

Our ability to achieve our revenue and operating performance objectives will depend in part on our ability to attract and retain top tier
engineering, sales, marketing and administrative personnel. Security and Internet products are based on new and emerging technologies that are
different from BIOS technologies. The available pool of engineering talent is limited for all lines of businesses despite the current economic
downturn. Accordingly, failure to attract, retain and grow our talents could adversely affect our business and operating results. All of our
executive officers and key personnel are employees at-will. We might not be able to execute our business plan if we were to lose the services of
any of our key personnel. Some of our executives and key employees joined us only recently and have had only a limited time to work together.

Dependence on Key Customers; Concentration of Credit Risk

The loss of any key customer and our inability to replace revenues provided by a key customer may have a material adverse effect on our
business and financial condition. Our customer base includes large OEMs in the PC, semiconductor and Internet markets, system integrator
value-added resellers, and motherboard manufacturers. As a result, we maintain individually significant receivable balances due from some of
them. If these customers fail to meet guaranteed minimum royalty payments and other payment obligations, our operating results and financial
condition could be adversely affected. As of December 31, 2002, our largest receivable from any one customer represented approximately 14%
of total accounts receivable.

Competition

We compete for BIOS sales primarily with in-house research and development departments of PC manufacturers that may have significantly
greater financial and technical resources, as well as closer engineering ties and experience with specific hardware platforms, than us. There can
be no assurance that intense competition in the industry and particular actions of our competitors will not have an adverse effect on our business,
operating results and financial condition. Due to the competitive nature of the business and the overall price pressures within the PC market, we
expect that prices on many of our products may decrease in the future and that such price decreases could have an adverse impact on our results
of operations and financial condition. We also compete for system software business with other independent suppliers and other small BIOS
companies.

In the FirstWare applications software area, as with BIOS, we compete with in-house solutions to access the protected area of hard drives. Our
applications that reside in the protected area compete with individual component software and diagnostic and repair software from other
companies, as well as PC manufacturer-developed solutions.

FirstView Connect and the related information appliance products compete with products from other operating system and software developers,
who may have greater resources than us. We also compete with smaller embedded software integrators who may have been focused on certain
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segments of the information appliance market.

International Sales and Activities

Revenues derived from the international operations of our BIOS and FirstBIOS product family comprise a majority of total revenues. There can
be no assurances that we will not experience significant fluctuations in international revenues. While the major portion of our license fee or
royalty contracts are U.S. dollar denominated, we are entering into a number of contracts denominated in local currencies. We have international
sales and engineering offices in Germany, Hungary, the Netherlands, Japan, Korea, Taiwan and China. Our operations and financial results may
be adversely affected by factors associated with international operations, such as changes in foreign currency exchange rates, uncertainties
relative to regional economic circumstances, political instability in emerging markets, difficulties in attracting qualified employees, and
language, cultural and other difficulties managing foreign operations.

18

Table of Contents 9



Edgar Filing: PARKER HANNIFIN CORP - Form 4

Table of Conten

ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS (Continued)

Volatile Market for Phoenix Stock

The market for our stock is highly volatile. The trading price of our common stock has been, and will continue to be, subject to fluctuations in
response to operating and financial results, announcements of technological innovations, new products or customer contracts by us or our
competitors, changes in our or our competitors product mix or product direction, changes in our revenue mix and revenue growth rates, changes
in expectations of growth for the PC industry, as well as other events or factors which we may not be able to influence or control. Statements or
changes in opinions, ratings or earnings estimates made by brokerage firms and industry analysts relating to the market in which we do business,
companies with which we compete or relating to us specifically could have an immediate and adverse effect on the market price of our stock. In
addition, the stock market has from time to time experienced extreme price and volume fluctuations that have particularly affected the market
price for many small capitalization, high-technology companies and have often included factors other than the operating performance of these
companies.

Certain Anti-Takeover Effects

Our Certificate of Incorporation, Bylaws and Stockholder Rights Plan and the Delaware General Corporation Law include provisions that may
be deemed to have anti-takeover effects and may delay, defer or prevent a takeover attempt that stockholders might consider in their best
interests. These include provisions under which members of the Board of Directors are divided into three classes and are elected to serve
staggered three-year terms.

Business Disruptions

While we have not been the target of software viruses specifically designed to impede the performance of our products, such viruses could be
created and deployed against our products in the future. Similarly, experienced computer programmers or hackers may attempt to penetrate our
network security or the security of our web sites from time to time. A hacker who penetrates our network or web sites could misappropriate
proprietary information or cause interruptions of our services. We might be required to expend significant capital and resources to protect
against, or to alleviate, problems caused by virus creators and/or hackers.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

For financial market risks related to changes in interest rates and foreign currency exchange rates, refer to the Company s Annual Report on

Form 10-K for the year ended September 30, 2002. There have been no material changes to the Company s financial market from September 30,
2002.
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ITEM 4. CONTROLS AND PROCEDURES

Our Chief Executive Officer and our Chief Financial Officer have reviewed, within 90 days of this filing, the disclosure controls and procedures
(as defined in the Securities Exchange Act of 1934 Rules 13a-14(c) and 15d-14(c)) that ensure that information relating to the company required
to be disclosed by us in the reports that we file or submit under the Exchange Act, is recorded, processed, summarized and reported in a timely
and proper manner. Based upon this evaluation, we believe that there are adequate controls and procedures in place to ensure that information
relating to the company that is required to be disclosed by us in the reports that we file or submit under the Exchange Act is properly disclosed
as required by the Exchange Act and related regulations. There have been no significant changes in the controls or other factors that could
significantly affect the controls since the evaluation was performed.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Not applicable

ITEM 2. CHANGES IN SECURITIES

(a) Not applicable

(b) Not applicable

(c) Not applicable

(d) Not applicable

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Not applicable

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Not applicable

ITEM S. OTHER INFORMATION

Not applicable

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K.

(a) Exhibits
99.1 Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350.
99.2 Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350.

(b) Reports on Form 8-K

The Company filed one report on Form 8-K during the quarter ended December 31, 2002. Information regarding the items reported on is as
follows:

Date Filed Item Reported On

October 4, 2002  On September 19, 2002, the Company completed the sale of its share of inSilicon to
Synopsis, Inc.

22
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

PHOENIX TECHNOLOGIES LTD.

February 5, 2003 By: /s/  JouN M. GREELEY

Date John M. Greeley

Senior Vice President, Finance and Chief Financial Officer
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CERTIFICATION

I, Albert E. Sisto, certify that:

1.  Ihave reviewed this quarterly report on Form 10-Q of Phoenix Technologies Ltd.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this quarterly report;

3.  Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this quarterly report;

4.  The registrant s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as
identified in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a)  designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its
controlled subsidiaries, is made known to us by others within those entities, particularly during the period in which this
quarterly report is being prepared;

b)  evaluated the effectiveness of the registrant s disclosure controls and procedures as of a date within 90 days prior to the filing
date of this quarterly report (the Evaluation Date ); and

c¢)  presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on
our evaluation as of the Evaluation Date;

5. The registrant s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant s auditors and the
audit committee of registrant s board of directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant s ability to
record, process, summarize and report financial data and have identified for the registrant s auditors any material weaknesses in
internal controls; and

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant s
internal controls; and

6.  The registrant s other certifying officers and I have indicated in this quarterly report whether or not there were any significant
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most
recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.
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/s/  ALBerT E. SisTo

Date
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Albert E. Sisto

Chief Executive Officer

(Principal Executive Officer)
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CERTIFICATION

I, John M. Greeley, certify that:

1.  Ihave reviewed this quarterly report on Form 10-Q of Phoenix Technologies Ltd.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this quarterly report;

3.  Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this quarterly report;

4.  The registrant s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as
identified in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a)  designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its
controlled subsidiaries, is made known to us by others within those entities, particularly during the period in which this
quarterly report is being prepared;

b)  evaluated the effectiveness of the registrant s disclosure controls and procedures as of a date within 90 days prior to the filing
date of this quarterly report (the Evaluation Date ); and

c¢)  presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on
our evaluation as of the Evaluation Date;

5. The registrant s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant s auditors and the
audit committee of registrant s board of directors (or persons performing the equivalent function):

d)  all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant s ability to
record, process, summarize and report financial data and have identified for the registrant s auditors any material weaknesses in
internal controls; and

e)  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant s
internal controls; and

6.  The registrant s other certifying officers and I have indicated in this quarterly report whether or not there were any significant
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most
recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.
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/s/  Joun M. GREELEY
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John M. Greeley
Chief Financial Officer

(Principal Financial Officer)
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EXHIBIT INDEX
Exhibit
Number Description
99.1 Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350.
99.2 Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350.
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