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Part I.     Financial Information
Item 1.     Financial Statements

MapInfo Corporation and Subsidiaries
Income Statements

(in thousands, except per share data)
(unaudited)

Three Months Six Months
Ended March 31 Ended March 31

2002 2001 2002 2001

Net revenues:
Products $ 21,245 $ 27,116 $ 41,679 $ 51,366
Services 2,233 3,291 4,591 5,561

Total net revenues 23,478 30,407 46,270 56,927

Cost of revenues:
Products 4,089 4,429 8,071 8,450
Services 2,158 2,472 4,416 4,191

Total cost of revenues 6,247 6,901 12,487 12,641

Gross profit 17,231 23,506 33,783 44,286

Operating expenses:
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Research and development 5,128 4,805 10,251 8,915
Selling and marketing 9,432 10,774 19,798 21,129
General and administrative 3,300 4,066 6,889 7,378

Total operating expenses 17,860 19,645 36,938 37,422

Operating income (loss) (629) 3,861 (3,155) 6,864
Other income - net 56 353 178 690

Income (loss) before provision for income taxes (573) 4,214 (2,977) 7,554
Provision for (benefit from) income taxes (225) 1,483 (1,042) 2,719

Net income (loss) $ (348) $ 2,731 $ (1,935) $ 4,835

Earnings (loss) per share:
Basic $ (0.02) $ 0.19 $ (0.13) $ 0.34
Diluted $ (0.02) $ 0.18 $ (0.13) $ 0.31

Weighted average shares outstanding:
Basic 15,010 14,483 14,971 14,326
Diluted 15,010 15,531 14,971 15,481
See accompanying notes.

MapInfo Corporation and Subsidiaries
Balance Sheets

(in thousands)

March 31, September
30,

2002 2001

ASSETS (unaudited)
Current Assets:

Cash and cash equivalents $ 18,450 $ 6,148
Short-term investments, at amortized cost 15,722 23,126

Total cash and short-term investments 34,172 29,274
Accounts receivable, less allowance of $2,779 and $2,658
at March 31, 2002 and September 30, 2001, respectively 20,913 25,190
Inventories 452 455
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Income taxes receivable 1,601 530
Deferred income taxes 1,373 1,391
Other current assets 3,319 2,806

Total current assets 61,830 59,646
Property and equipment - net 19,067 17,572
Product development costs - net 285 618
Deferred income taxes 9,995 9,996
Goodwill - net 11,896 11,150
Other intangible assets - net 1,814 2,415
Investments and other assets 3,866 6,682

Total assets $ 108,753 $ 108,079

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:

Accounts payable $ 3,708 $ 4,979
Accrued liabilities 13,470 15,091
Deferred revenue 9,865 9,377

Total current liabilities 27,043 29,447
Deferred revenue, long term 644 1,018
Mortgage payable 4,000 -
Other long-term liabilities 336 331

Total liabilities 32,023 30,796

Commitments and Contingencies

Stockholders' Equity:
Common stock, $0.002 par value 30 31
Preferred stock, $0.01 par value - -
Additional paid-in capital 51,398 49,798
Retained earnings 27,230 29,165
Accumulated other comprehensive loss (1,928) (1,711)

76,730 77,283

Total liabilities and stockholders' equity $ 108,753 $ 108,079
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See accompanying notes.
MapInfo Corporation and Subsidiaries
Cash Flows Statements

(in thousands)
(unaudited)

Six months
Ended March 31,

2002 2001

Cash flows from (used for) operating activities
Net income (loss) $ (1,935) $ 4,835
Depreciation and amortization 3,970 3,602
Disposal of fixed assets 205
Allowance for accounts receivable 194 831
Tax benefit from option exercises 184 6,242
Minority interest in losses of investments (102) (135)
Provision for write-down of minority investments 234 (26)
Changes in operating assets and liabilities:
Accounts receivable 3,916 (4,112)
Inventories (42) 64
Other current assets (478) (996)
Accounts payable and accrued liabilities (2,538) (262)
Deferred revenue 104 940
Income taxes (1,569) (4,005)

Net cash from operating activities 2,143 6,978

Cash flows from (used for) investing activities
Additions to property and equipment (4,845) (3,495)
Capitalized product development costs (79) (131)
Acquisition of business and technology - (7,937)
Short-term investments, net 7,404 7,448
Long-term investments 2,376 (1,000)

Net cash from (used for) investing activities 4,856 (5,115)

Cash flows from (used for) financing activities
Proceeds from mortgage payable 4,000 -
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Repurchase of common stock for treasury - (2,948)
Proceeds from exercise of stock options and ESPP purchases 1,417 4,191

Net cash from financing activities 5,417 1,243

Effect of exchange rates on cash and cash equivalents (114) (2)

Net change in cash and equivalents 12,302 3,104
Cash and equivalents, beginning of period 6,148 13,066

Cash and equivalents, end of period $ 18,450 $ 16,170

See accompanying notes.

MapInfo Corporation and Subsidiaries
Notes to Financial Statements

(unaudited)

1.  Basis of Presentation

In the opinion of management, the accompanying balance sheets and related income statements and statements of cash
flows include all adjustments (consisting only of normal recurring items) necessary for their fair presentation. The
preparation of financial statements in conformity with generally accepted accounting principles requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amount of revenues and
expenses during the reporting period. Actual results could differ from those estimates. The results of operations for the
interim period are not necessarily indicative of the results of operations for the full year.

The September 30, 2001 balance sheet data was derived from audited financial statements, but does not include all
disclosures required by generally accepted accounting principles.

Certain reclassifications have been made to amounts previously reported to conform to the fiscal 2002 presentation.

2.  Earnings Per Share (EPS)

The following table represents the reconciliation of the basic and diluted earnings per share amounts for the three and
six months ended March 31, 2002 and 2001.

Three months Ended
March 31,

Six months Ended March 31,
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2002 2001 2002 2001

(Amounts in thousands, except per share data)

Net income (loss) $ (348) $
2,731

$ (1,935) $ 4,835

Weighted average shares for basic EPS 15,010 14,483 14,971 14,326
Effect of dilutive stock options - 1,048 - 1,155

Weighted average shares and assumed exercise of
stock options for diluted EPS 15,010 15,531 14,971 15,481

Basic EPS $ (0.02) $ 0.19 $ (0.13) $ 0.34
Diluted EPS $ (0.02) $ 0.18 $ (0.13) $ 0.31
The impact of options for the three and six months ended March 31, 2002 was anti-dilutive and therefore was
excluded from the calculation. If the impact of options had not been anti-dilutive, the effect of dilutive stock options
would have been 398 and 448 for the three and six months ended March 31, 2002, respectively.

MapInfo Corporation and Subsidiaries

Notes to Financial Statements - Continued

(unaudited)

3.  Comprehensive Income

Comprehensive income (loss) was as follows:

Three months Ended March
31,

Six months Ended March 31,

2002 2001 2002 2001

(In thousands) (In thousands)

Net income (loss) $ (348) $ 2,731 $ (1,935) $ 4,835
Change in accumulated translation adjustments (191) (679) (217) (490)

Total comprehensive income (loss) $ (539) $ 2,052 $ (2,152) $ 4,345

4.  Derivative Instruments and Hedging Activities
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The Company had previously entered into a foreign currency contract to hedge against a Japanese yen denominated
receivable with a notional value expressed in U.S. dollars of $3.8 million. This derivative instrument represented a
combination of an interest-rate and a currency swap. Under SFAS No. 133, this contract did not require "special" or
"hedge" accounting. As such, the gains or losses on the hedging instrument and the offsetting losses or gains on the
hedged item were both recorded in the income statement and therefore offset each other naturally. This foreign
currency contract was settled in March 2002.

5.  Segment Information

The Company's operations involve the design, development, marketing, licensing and support of software and data
products, application development tools, and industry-specific solutions, together with a range of consulting, training
and technical support services.

The Company conducts business globally and is managed geographically. The Company's management relies on an
internal management accounting system. This system includes revenue and cost information by geographic location.
Revenues are attributed to a geographic location based on the origination of the order from the customer. The
Company's management makes financial decisions and allocates resources based on the information it receives from
this internal system. The Company has three reportable segments: the Americas, EAME (Europe, Africa and the
Middle East) and Asia-Pacific.

MapInfo Corporation and Subsidiaries
Notes to Financial Statements - Continued

(unaudited)

5.  Segment Information (continued)

Summary financial information by segment for the three and six months ended March 31, 2002 and 2001, as taken
from the internal management accounting system discussed above, is as follows:

Three Months Ended March
31,

Six Months Ended March 31,

2002 2001 2002 2001

Net revenues: (in thousands) (in thousands)
Americas $ 12,784 $ 16,979 $ 25,555 $ 34,345
EAME 7,982 10,273 15,045 17,226
Asia-Pacific 2,712 3,155 5,670 5,356

Total net revenues $ 23,478 $ 30,407 $ 46,270 $ 56,927

Operating income (loss):
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Americas $ 2,941 $ 5,641 $ 4,861 $ 12,488
EAME 2,318 3,712 3,886 5,931
Asia-Pacific 570 1,254 1,204 1,733
Corporate adjustments:
R&D (3,722) (3,391) (7,370) (6,643)
Marketing (1,800) (2,102) (3,748) (4,187)
G&A (936) (1,253) (1,988) (2,458)

Total operating income (loss) $ (629) $ 3,861 $ (3,155) $ 6,864

The operating income by segment above differs from the amounts presented under generally accepted accounting
principles because the Company does not allocate certain corporate costs for research and development, marketing,
and general and administrative activities to the geographic locations. The table above reconciles the operating income
by segment to operating income (loss) as reported on the Income Statements by including such adjustments.

6.  Commitments and Contingencies

In February 2001, the Company entered into a 49-year ground lease, with two 10-year renewal options, on 16 acres of
land adjacent to the Company's One Global View facility in the Rensselaer Technology Park in Troy, New York. The
cost of the 49-year ground lease was $2.1 million and was paid in May 2001. Under a Construction and Services
Agreement with Rensselaer Polytechnic Institute ("RPI"), the Company will construct a four-story, 150,000
square-foot facility to house the Company's Corporate Headquarters and the Americas business operations. On
December 21, 2001, the Company entered into a mortgage loan and other related agreements with a commercial bank
to finance the construction and the related land lease. The financing arrangement provides for $14.1 million in
construction financing and is convertible into a seven and one half year term loan.

MapInfo Corporation and Subsidiaries
Notes to Financial Statements - Continued

(unaudited)

6.  Commitments and Contingencies (continued)

Upon occupancy of the new facility, the Company will vacate and terminate the lease on its 40,000 square-foot
facility at Four Global View, without further obligation or penalty. In addition, the Company has secured an option to
acquire, on or before December 31, 2002, the 60,000 square-foot facility at One Global View for $5.25 million
together with an option to acquire a 49-year ground lease of the 14 acres on which the One Global View facility is
sited. The purchase price for the ground lease is $1.8 million. If the Company does not exercise such purchase options,
it may continue to lease One Global View through 2016.

7.  Goodwill and Purchased Intangible Assets

In July 2001, the Financial Accounting Standards Board ("FASB") issued Statement of Financial Accounting
Standards No. 142, "Goodwill and Other Intangible Assets"("SFAS 142"). SFAS 142 requires goodwill to be tested
for impairment, at least annually, and written down when impaired, rather than being amortized as previous standards
required. Furthermore, SFAS 142 requires purchased intangible assets other than goodwill to be amortized over their
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useful lives, unless the useful lives are determined to be indefinite. Purchased intangible assets are carried at cost less
accumulated amortization. Amortization is computed over the useful lives of the respective assets. SFAS 142 is
effective for fiscal years beginning after December 15, 2001, however, the Company has elected to adopt SFAS 142
effective with the Company's fiscal year beginning on October 1, 2001. In accordance with SFAS 142 the Company
ceased amortizing goodwill totaling $11.2 million as of the beginning of fiscal 2002. As a result, in the second quarter
and the first six months of fiscal 2002, the Company did not recognize $709 thousand and $1.4 million, respectively,
of goodwill amortization expense that would have been recognized under the previous standards.

MapInfo Corporation and Subsidiaries
Notes to Financial Statements - Continued

(unaudited)

7.  Goodwill and Purchased Intangible Assets (continued)

The following table presents the impact of SFAS 142 on net income (loss) and earnings (loss) per share had the
standard been in effect for the second quarter and the first six months of fiscal 2001:

Three months Ended March
31,

Six months Ended March
31,

2002 2001 2002 2001

(Amounts in thousands,
except per share data)

(Amounts in thousands,
except per share data)

Reported net income (loss) $ (348) $ 2,731 $ (1,935) $ 4,835
Amortization of goodwill - 282 - 439
Income tax effect - (99) - (158)

Net Adjustments - 183 - 281

Adjusted net income (loss) $ (348) $ 2,914 $ (1,935) $ 5,116

Reported basic earnings (loss) per share $ (0.02) $ 0.19 $ (0.13) $ 0.34
Adjusted basic earnings (loss) per share $ (0.02) $ 0.20 $ (0.13) $ 0.36
Reported diluted earnings (loss) per share $ (0.02) $ 0.18 $ (0.13) $ 0.31
Adjusted diluted earnings (loss) per share $ (0.02) $ 0.19 $ (0.13) $ 0.33
The Company is required to perform goodwill impairment tests on an annual basis. During the quarter ended March
31, 2002, a third party completed a valuation study of the significant elements of goodwill. The results of the study
were that there was no indication of any impairment of the goodwill. However, there can be no assurance that future
goodwill impairment tests will not result in a charge to earnings.

The components of other intangibles are as follows (in thousands):
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Accumulated Amortization
March 31, 2002 Gross Amortization Net Period

Technology intangibles $ 1,455 $ 1,305 $ 150 3 years
Customer intangibles 3,145 1,579 1,566 5-7 years
Other 161 63 98 3 years

Total $ 4,761 $ 2,947 $ 1,814

Accumulated Amortization
September 30, 2001 Gross Amortization Net Period

Technology intangibles $ 1,456 $ 1,097 $ 359 3 years
Customer intangibles 3,186 1,260 1,926 5-7 years
Other 161 31 130 3 years

Total $ 4,803 $ 2,388 $ 2,415

MapInfo Corporation and Subsidiaries
Notes to Financial Statements - Continued

(unaudited)

7.  Goodwill and Purchased Intangible Assets (continued)

Amortization of purchased intangible assets for the three and six months ended March 31, 2002 was $286 thousand
and $559 thousand, respectively.

The estimated future amortization expense of purchased intangible assets is as follows (in thousands):

Fiscal year Amount

2002 $ 917
2003 716
2004 590
2005 192

8.  Recent Accounting Pronouncements

In August 2001, the Financial Accounting Standards Board issued Statement No. 143, "Accounting for Asset
Retirement Obligations." Statement No. 143 requires the fair value of a liability for an asset retirement obligation to
be recognized in the period in which it is incurred if a reasonable estimate of fair value can be made. The associated
asset retirement costs are capitalized as part of the carrying amount of the long-lived asset. The Statement is effective
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for fiscal years beginning after June 15, 2002. The Company does not believe the adoption of this statement will have
a material impact on its financial statements.

In August 2001, the Financial Accounting Standards Board issued Statement No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets," which superseded Statement No. 121, "Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of, and the accounting and reporting
provisions of APB No. 30." This statement addresses financial accounting and reporting for the impairment or
disposal of long-lived assets and will be adopted by the Company on October 1, 2003. This statement specifies how
impairment will be measured and how impaired assets will be classified in the financial statements. The Company
does not believe the adoption of this statement will have a material impact on its financial statements.

Item 2.     Management's Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations

Overview

MapInfo designs, develops, markets, licenses and supports location-based software ("LBS") and data products,
application development tools, and industry-focused solutions, together with a range of consulting, training and
technical support services. These products are sold through multiple distribution channels, including an indirect
channel of value-added resellers and distributors, a corporate account sales force, and a telemarketing sales group. The
Company's products are translated into 20 languages and sold in 60 countries throughout the world. MapInfo markets
its products worldwide through sales offices in North America, Europe, and Australia, and throughout the rest of
Europe and the Asia-Pacific region through exclusive and non-exclusive distribution relationships.

The Company continued to reduce operating costs during the second quarter of fiscal year 2002 in support of its cost
reduction objectives. A total of $4.5 million in annualized operating cost savings were realized during the second
fiscal quarter and in April 2002, including headcount reductions, restructuring of the business model in Japan, and the
consolidation of the Company's Canadian operations. In Japan, the Company increased its ownership position in Alps
Mapping Co.,Ltd., ("Alps") from 17% to 49%, and granted Alps exclusive distribution rights in Japan to MapInfo's
software products. This enabled the Company to close its sales office in Japan. In Canada, the Company consolidated
its Canadian operations into a single location headquartered in Toronto. The Company's Scarborough research and
development operation has been combined with the Toronto office, co-locating the engineering group with the sales,
marketing and product development groups from the Compusearch acquisition in December 2000. This will enable
the Company to increase operational efficiency, improve communications and showcase its solutions to its global
customers. As a result of these and previous reductions, actual total company headcount was 698 at April 30, 2002
compared to 770 at September 2001.

Critical Accounting Policies and Estimates

The Company's discussion and analysis of its financial condition and results of operation are based on MapInfo's
consolidated financial statements, which have been prepared in accordance with accounting principles generally
accepted in the United States of America. The preparation of these financial statements requires management to make
estimates and judgments that affect the amounts reported for assets, liabilities, revenues and expenses, and the
disclosure of contingent liabilities. Management evaluates these estimates on an on-going basis, including those
related to product returns, bad debts, inventories, investments, intangible assets, goodwill, income taxes, restructuring,
contingencies and litigation. MapInfo bases its estimates on historical experience and on various assumptions that are
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believed to be reasonable at the time. The basis for carrying values of assets and liabilities are determined from these
estimates when they are not apparent from other sources. Actual results may differ from these estimates under
different conditions or assumptions.

The Company believes the following critical accounting policies affect its more significant judgments and estimates
used in the preparation of its consolidated financial statements. The Company records reductions to revenue for
estimated product returns. The Company maintains an allowance for doubtful accounts for estimated losses resulting
from the inability of its customers to make required payments. If the financial condition of MapInfo's customers were
to deteriorate, resulting in their inability to make payments, an additional allowance may be recognized. MapInfo
writes down its inventory for estimated obsolescence or unmarketable inventory equal to the difference between the
cost of inventory and the estimated market value based upon assumptions about future demand and market conditions.
If actual market conditions are less favorable than those projected by management, additional inventory write-downs
may be necessary. MapInfo holds minority interests in companies having operations or technology in areas within its
strategic focus. The Company records an investment impairment charge when an investment has experienced a decline
in value that the Company believes is not temporary. Future adverse changes in market conditions or poor operating
results of underlying investments could result in losses or an inability to recover the carrying value of the investments
that may not be reflected in an investment's current carrying value. This may require an impairment charge in the
future. The Company has established a valuation allowance to reserve a portion of the net deferred tax assets
representing foreign tax credit carryforwards. There is no valuation allowance recorded against the Company's
remaining net deferred tax assets as it is more likely than not that all remaining future tax benefits will be realized
against future taxable income. However, the amount of deferred tax assets considered realizable could be reduced in
the future if estimates of future taxable income are reduced.

Net Revenues

For the second quarter of fiscal 2002, revenues decreased 23% or $6.9 million to $23.5 million from $30.4 million in
the same period a year ago. Approximately $3.5 million of the decrease was attributable to decreased software
revenues, $2.3 million was attributable to decreased sales of data products, and $1.1 million was attributable to a
decrease in revenue from services. On a geographic basis, revenues in the Americas decreased approximately 25%
while revenues in Europe decreased 22%, and Asia-Pacific revenues decreased 14% when compared to the same
period a year ago. The revenue decline in the Americas and Europe was primarily the result of reduced spending by
telecommunications companies stemming from a broad decline in communications industry demand, and to a low rate
of new customer acquisitions. The Company attributes the slowing rate of new customer acquisitions to reduced IT
spending across the economies of the Americas and Europe. During the second quarter, the Company recognized
approximately $400 thousand in revenue relating to the wireless LBS market in Europe. The decrease in Asia-Pacific
revenues was mainly attributable to declines in both China and Japan, offset slightly by an increase in Australia due to
the March 2001 acquisition of ERSIS Australia Pty Ltd. Foreign currency negatively impacted European revenue for
the quarter by $133 thousand; and Asia-Pacific revenue by $89 thousand in the quarter compared to the prior year
results.

For the first six months of fiscal 2002, revenues decreased 19% or $10.7 million to $46.3 million from $56.9 million
in the prior year. Approximately $5.8 million of the decrease was attributable to decreased software revenue, $3.9
million was attributable to decreased sales of data products, and $1.0 million was attributable to a decrease in revenue
from services. On a geographic basis, revenues in the Americas decreased approximately 22% and Europe decreased
13%, while revenue in Asia-Pacific increased 6% when compared to the same period a year ago. The revenue decline
in the Americas was primarily the result of telecommunication companies continuing to reduce spending due to the
broad decline in communications industry demand, and to a continued slowing in the rate of new customer
acquisitions. The Company attributes the slowing rate of new customer acquisitions to reduced IT spending across the
domestic economy. In Europe, revenues decreased by 13% in the first half of fiscal 2002 due to weakening economic

Edgar Filing: MAPINFO CORP - Form 10-Q

14



conditions throughout Europe and reduced communication industry demand. During the first six months of fiscal
2002, the Company recognized approximately $900 thousand in revenue relating to the wireless LBS market in
Europe. The increase in Asia-Pacific revenue was mainly attributable to an increase in Australia due to the March
2001 acquisition of ERSIS Australia Pty Ltd., offset by a decline in China. Foreign currency negatively impacted
European revenue for the first six months by $141 thousand; and Asia-Pacific revenue by $240 thousand compared to
the prior year results.

Cost of Revenues, Operating Expenses and Income Taxes

Cost of revenues as a percentage of revenues increased to 26.6% in the second quarter of 2002 from 22.7% in the
same period a year ago. As a result, the gross profit margin decreased to 73.4% from 77.3% in the prior year second
quarter. For the first six months of fiscal 2002, cost of revenues increased to 27.0% of revenues from 22.2% in the
prior year. As a result, the gross profit margin decreased to 73.0% from 77.8% in the prior year. The lower margins in
the quarter and the first six months of fiscal 2002 are primarily attributable to the acquisitions of Compusearch and
ERSIS, product mix, increased data royalties and lower utilization rates in service activities.

Research and development (R&D) expenses increased 7% to $5.1 million in the second quarter of fiscal 2002 from
$4.8 million in the corresponding prior year period. For the first six months of fiscal 2002 R&D expenses increased
15% to $10.3 million from $8.9 million in fiscal 2001. The increase in the second quarter and the first six months was
primarily the result of additional headcount associated with the acquisitions of Compusearch and ERSIS. As a
percentage of revenues, R&D expenses increased to 21.8% in the second quarter of fiscal 2002 compared to 15.8% in
2001. R&D expenses were 22.2% of revenues in the first half of fiscal 2002 compared to 15.7% in 2001.

Selling and marketing expenses decreased 12% to $9.4 million in the second quarter from $10.8 million in the prior
year. For the first six months of fiscal 2002 selling and marketing expenses decreased 6% to $19.8 million from $21.1
million in 2001. The decrease in the second quarter and year-to-date was primarily due to reduced spending on
marketing programs. Selling expenses declined slightly due to the reductions in commissions and bonuses resulting
from the revenue and profit decrease, which were offset by one-time charges associated with restructuring and
streamlining the sales operation in Japan. As a percentage of revenues, selling and marketing expenses in the second
quarter increased to 40.2% from 35.4% a year ago. In the first six months of fiscal 2002, selling and marketing
expenses were 42.8% of revenues compared to 37.1% in 2001

General and administrative (G&A) expenses decreased by 19% to $3.3 million in the second quarter of fiscal 2002
from $4.1 million in 2001. For the first six months of fiscal 2002 G&A expenses decreased 7% to $6.9 million from
$7.4 million in 2001. Amortization of intangibles of $286 thousand in the second quarter of fiscal 2002 decreased
$188 thousand from the prior year of $474 thousand, resulting from a reduction of goodwill amortization due to the
adoption of SFAS 142 "Goodwill and Other Intangible Assets" effective October 2001. For the first six months of
fiscal 2002, amortization of intangibles was $559 thousand compared to $782 thousand in the corresponding period of
the prior fiscal year. As a percentage of revenues, G&A expenses increased to 14.1% in the second quarter of fiscal
2002 from 13.4% in the prior year period. For the first six months of fiscal 2002, G&A expenses were 14.9% of
revenue compared to 13% in the prior year period.

During the second quarter of fiscal year 2002, the Company continued to reduce operating costs. A restructuring
charge of approximately $600 thousand was recorded in the second quarter, which represented one-time costs for
severance, the closing of the Japan sales office, and the office consolidation in Canada. During the first quarter of
fiscal year 2002, the Company recorded a cost restructuring charge of approximately $325 thousand primarily for
severance. For the seven months ended April 30, 2002, this program has resulted in the net reduction of seventy-two
regular employees, primarily in North America and Japan. Total Company headcount was 698 at April 30, 2002
compared to 719 at March 31, 2002 and 770 at September 30, 2001.
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Other income of $56 thousand was $297 thousand lower the than prior year. Other income for the first six months of
fiscal 2002 of $178 thousand was $512 thousand lower than the prior year of $690 thousand. Both the second quarter
and the year-to-date decreases were mainly attributable to a decrease in interest income resulting from lower cash
balances and lower investment interest rates. Also contributing to the decreases were foreign exchange losses of $191
thousand and $215 thousand in 2002's second quarter and the first six months, respectively, versus a gain of $43
thousand and a loss of $41 thousand in 2001's second quarter and first six months, respectively.

The effective income tax rate for the quarter ended March 31, 2002 was 39% compared to 35% in the quarter ended
March 31, 2001. The effective tax rate for the first half of fiscal 2002 was 35% versus 36% in the comparable period
of the prior year.

Financial Condition

The Company's cash and short-term investments totaled $34.2 million at March 31, 2002 compared to $29.3 million at
September 30, 2001. The Company's investment portfolio consisted primarily of short-term, investment grade
marketable securities.

MapInfo's long-term debt at March 31, 2002 consisted of $4.0 million in mortgage payable, drawn down pursuant to
the December 21, 2001 mortgage loan described below. Additionally, the Company has a $10 million credit facility
with a bank that expires March 31, 2003. The Company has never borrowed under this credit facility.

Net cash generated from operating activities was $2.1 million for the six months ended March 31, 2002 compared to
$7.0 million for the same period in fiscal 2001. Cash generated from operating activities in the first six months of
fiscal 2002 resulted primarily from collections of accounts receivable, offset by decreases in accounts payable/accrued
liabilities as well as income taxes payable. The first six months of fiscal 2001 cash flow from operating activities
included a tax benefit from option exercises of $6.2 million compared to $184 thousand in the first six months of
fiscal 2002. This decline was the result of reduced option exercise activity in the first six months of fiscal 2002. Net
cash from investing activities was $4.9 million due primarily to cash provided by short-term investments of $7.4
million and long-term investments of $2.4 million, including the selling of the Company's shares of Kartekkeskus Oy
for $1.0 million and the redemption of a warrant in Alps Mapping and the related hedge transaction totaling $1.5
million, offset by fixed asset additions of $4.8 million (including $3.6 million for the construction of the Company's
new facility in Troy, New York). Net cash from financing activities was $5.4 million due to mortgage proceeds of
$4.0 million and proceeds from the exercise of stock options of $1.4 million.

The balance of accounts receivable at March 31, 2002 was $20.9 million compared to $25.2 million at September 30,
2001. The decrease is due primarily to fiscal 2002's second quarter revenues, which declined $2.9 million from the
fourth quarter of fiscal 2001, and strong collections during the first quarter of fiscal 2002.

Management believes existing cash and short-term investments together with funds generated from operations and
available financing will be sufficient to meet the Company's operating and capital requirements for the next twelve
months.

Investment in Alps Mapping Co., Ltd.

In March 2000, the Company acquired 16.7% of the outstanding common stock of Alps Mapping Co., Ltd. ("Alps"), a
leading data provider headquartered in Nagoya, Japan. The Company invested 100 million Yen (approximately $1.0
million) to acquire the 16.7% equity position and 400 million Yen (approximately $3.7 million) in three debt
instruments with warrants that could be converted over time into as much as a 51% common stock ownership position.
In February 2002, the Company redeemed, at face value, one debt instrument of 100 million Yen (approximately $750
thousand). In addition the remaining two debt instruments with warrants were converted into equity resulting in the

Edgar Filing: MAPINFO CORP - Form 10-Q

16



increase of the Company's ownership in Alps to 49%. This investment is accounted for under the equity method of
accounting.

Construction of New Facilities

In February 2001, the Company entered into a 49-year ground lease, with two 10-year renewal options, on 16 acres of
land adjacent to the Company's One Global View facility in the Rensselaer Technology Park in Troy, New York. The
cost of the 49-year ground lease was $2.1 million and was paid in May 2001. Under a Construction and Services
Agreement with Rensselaer Polytechnic Institute ("RPI"), the Company will construct a four-story, 150,000
square-foot facility to house the Company's Corporate Headquarters and the Americas business operations. On
December 21, 2001, the Company entered into a mortgage loan and other related agreements with a commercial bank
to finance the construction and the related land lease. The financing arrangement provides for $14.1 million in
construction financing and is convertible into a seven and one half year term loan. During the six months ended March
31, 2002 costs incurred for the construction of the new facility were approximately $6.2 million and the total costs
incurred to date on the project were approximately $10.9 million.

Upon occupancy of the new facility, the Company will vacate and terminate the lease on its 40,000 square-foot
facility at Four Global View, without further obligation or penalty. In addition, the Company has secured an option to
acquire, on or before December 31, 2002, the 60,000 square-foot facility at One Global View for $5.25 million
together with an option to acquire a 49-year ground lease of the 14 acres on which the One Global View facility is
sited. The purchase price for the ground lease is $1.8 million. If the Company does not exercise such purchase options,
it may continue to lease One Global View through 2016.

New Accounting Standards

In August 2001, the Financial Accounting Standards Board issued Statement No. 143, "Accounting for Asset
Retirement Obligations." Statement No. 143 requires the fair value of a liability for an asset retirement obligation to
be recognized in the period in which it is incurred if a reasonable estimate of fair value can be made. The associated
asset retirement costs are capitalized as part of the carrying amount of the long-lived asset. The Statement is effective
for fiscal years beginning after June 15, 2002. The Company does not believe the adoption of this statement will have
a material impact on its financial statements.

In August 2001, the Financial Accounting Standards Board issued Statement No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets," which superseded Statement No. 121, "Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of, and the accounting and reporting
provisions of APB No. 30." This statement addresses financial accounting and reporting for the impairment or
disposal of long-lived assets and will be adopted by the Company on October 1, 2003. This statement specifies how
impairment will be measured and how impaired assets will be classified in the financial statements. The Company
does not believe the adoption of this statement will have a material impact on its financial statements.

Outlook: Issues and Risks

This Quarterly Report on Form 10-Q contains forward-looking statements. For this purpose, any statements contained
herein that are not statements of historical fact may be deemed to be forward-looking statements, including but not
limited to statements as to the sufficiency of funds to meet operating requirements for the next 12 months, as to the
proposed cost and funding for the Company's expansion and purchase of facilities in Troy, New York and as to the
impact of the Company's operating-cost reduction measures. Without limiting the foregoing, the words "believes,"
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"anticipates," "plans," "expects," and similar expressions are intended to identify forward-looking statements. The
following important factors, among others, could cause actual results to differ materially from those indicated by
forward-looking statements made in this Quarterly Report on Form 10-Q and presented elsewhere by management
from time to time. In addition to the other information in this Quarterly Report on Form 10-Q, the following issues
and risks, among others, should be considered in evaluating MapInfo's outlook and future.

Effect of reduced demand and uncertainties in the telecommunications industry. The telecommunications
industry is experiencing consolidation of industry participants. As a result, the Company's operating results could
become increasingly dependent on a smaller number of telecommunication customers. Also, recent declines in capital
spending by telecommunications companies may result in a lengthening of customers' decision cycles and a reduction
in orders. Revenues from telecommunication customers accounted for approximately 40% of the Company's net
revenues in the second quarter of fiscal 2002. A significant reduction in orders from the telecommunication industry
could have a material adverse effect on MapInfo's operating results and financial condition.

Effects of economic slowdown.

The stock market decline and broad economic slowdown has affected the demand for software products and related
services, lengthened sales cycles and caused decreased technology spending for many of the Company's customers
and potential customers. These events adversely impacted the Company's revenues in 2001 and in the first half of
fiscal 2002, particularly in the United States, and could have a material effect on the Company in the future, including
without limitation, on the Company's future revenues and earnings.

Risks associated with cost reduction measures.

During the fiscal year 2002, the Company restructured its operations, decreasing headcount by approximately seventy
employees. The restructuring could have an adverse impact on the Company's business, including its ability to attract
and retain customers or employees. The Company cannot provide any assurance that restructuring will achieve the
desired financial benefits, nor can the Company provide any assurance that the reduction in headcount will not have
an adverse impact on its business or future operating results.

New products and technological change

. The mapping software and information business is characterized by extremely rapid technological change, evolving
industry standards, and frequent new product introductions. These conditions require continuous expenditures on
product research and development to enhance existing products and to create new products. The Company believes
that the timely development of new products and continuing enhancements to existing products is essential to
maintain its competitive position in the marketplace. During recent years, the Company introduced a number of new
products, including MapInfoâ Routing J Server, MapInfoâ MapXtendä , MapInfoâ miAwareä , MapInfoâ miSitesä ,
MapInfoâ miDirectionsä and MapInfoâ Coverage Locatorä . The Company also recently began undertaking broad
initiatives in wireless, LBS and analytical Customer Relationship Management ("aCRM") applications. The
Company's future success depends, in part, upon customer and market acceptance of these new products and
initiatives. Any failure to achieve acceptance of these and other new product offerings could have a material adverse
effect on the Company's business and results of operations.

There can be no assurance that the Company will successfully complete the development of new or enhanced products
or successfully manage transitions from one product release to the next.
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Competition.

The Company encounters significant competition in the market for business mapping systems worldwide. Some of the
Company's competition may have significant name recognition, as well as substantially greater capital resources,
marketing experience, research and development staffs and production facilities than the Company. Increased
competition may lead to pricing pressures that could adversely affect the Company's gross margins. Prices of software
in Europe and Asia are generally higher than in the Americas to cover localization costs and higher costs of
distribution. Such price uplifts could erode in the future.

Reliance on third parties. The Company relies in part on strategic partners and independent developers for the
development of specialized data products that use MapInfo software. Failure by such strategic partners or independent
developers to continue to develop such data products, or changes in the contractual arrangements with such strategic
partners or independent developers, could have a material adverse effect on the Company's business and results of
operations.

Risks associated with international operations. Revenues outside the Americas represented approximately 45% of
total Company revenues in the second quarter and the first six months of fiscal 2002. The international portion of the
Company's business is subject to a number of inherent risks, including the difficulties in building and managing
international operations, reliance on financial commitments from certain international distributors, difficulties in
localizing products and translating documentation into foreign languages, fluctuations in import/export duties and
quotas, and regulatory, economic, or political changes in international markets. The Company's operating results are
also affected by exchange rates. Approximately 44% and 40% of the Company's revenues were denominated in
foreign currencies in the second quarter and the first six months of fiscal 2002, respectively. Changes in international
business conditions could have a material adverse effect on the Company's business and results of operations.

Prices. Future prices the Company is able to obtain for its products may decrease from previous levels depending
upon market or competitive pressures or distribution channel factors. Any decrease could have a material adverse
effect on the Company's business and results of operations.

Intellectual property rights.

The Company regards its software as proprietary and attempts to protect it with a combination of copyright, trademark
and trade secret laws, employee and third-party non-disclosure agreements, and other methods of protection. Despite
these precautions, it may be possible for unauthorized third parties to copy certain portions of the Company's products,
reverse engineer or obtain and use information the Company regards as proprietary. In addition, the Company's
shrink-wrap licenses, under which the Company licenses its products, may be unenforceable under the laws of certain
jurisdictions. Also, the laws of some foreign countries do not protect the Company's proprietary rights to the same
extent as the laws of the United States. Any misappropriation of the Company's intellectual property could have a
material adverse effect on the Company's business and results of operations. Furthermore, there can be no assurance
that third parties will not assert infringement claims against the Company in the future with respect to current or future
products. Any such assertion could require the Company to enter into royalty arrangements or result in costly
litigation.

Cost of revenues. Cost of revenues varies with the mix of technology development and licensing fees, product
revenues, services revenues and services utilization rates, as well as with the distribution channel mix. Changes in the
revenue mix, as well as the distribution model, may affect cost of revenues as a percentage of net revenues in the
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future.

Risks associated with distribution channels. The Company primarily markets and distributes its products in North
America, Europe and Australia through the Company's telesales, outside sales force and through third-party resellers.
In the rest of the Asia-Pacific region, the Company's products are marketed and distributed through exclusive and
non-exclusive distribution relationships. The Company has limited control over resellers and distributors that are not
employees of the Company. There can be no assurance that the Company will be able to retain its current resellers and
distributors, that the resellers and distributors will perform to the Company's expectations, or that the Company will be
able to expand its distribution channels by entering into arrangements with new resellers and distributors in the
Company's current markets or in new markets.

Variability of quarterly operating results.

The Company's quarterly operating results may vary significantly from quarter to quarter, depending upon factors
such as the introduction and market acceptance of new products and new versions of existing products, the ability to
reduce expenses or increase revenues at a level sufficient to offset increases in expenses, the level of technology
spending, and the activities of competitors. Because a high percentage of the Company's expenses are relatively fixed
in the near term, minor variations in the timing of orders and shipments can cause significant variations in quarterly
operating results. The Company operates with little or no backlog and has no long-term contracts, and substantially all
of its product revenues in each quarter result from software licenses issued in that quarter. Accordingly, the
Company's ability to accurately forecast future revenues and income for any period is necessarily limited. Also, the
Company could experience reduced revenues from telecommunications and Internet companies as a result of
decreased spending in those industries.

Potential volatility of stock price. There has been, and will likely continue to be, significant volatility in the market
price of securities of technology companies. Factors such as announcements of new products by the Company or its
competitors, quarterly fluctuations in the Company's financial results or other software companies' financial results,
shortfalls in the Company's actual financial results compared to results previously forecasted by stock market analysts,
and general conditions in the software industry and conditions in the financial markets could cause the market price of
the Company's Common Stock to fluctuate substantially. These market fluctuations may adversely affect the price of
the Company's Common Stock. Such a decline could adversely impact the ability of the Company to attract and retain
employees, acquire other companies or businesses and raise capital.

Risks associated with acquisitions and investments. The Company has made a number of acquisitions and
investments and will continue to review future acquisition opportunities. No assurances can be given that acquisition
candidates will continue to be available on terms and conditions acceptable to the Company. Acquisitions involve
numerous risks, including, among other things, possible dilution to existing shareholders, difficulties and expenses
incurred in connection with the acquisitions and the subsequent assimilation of the operations and services or products
of the acquired companies, the difficulty of operating new businesses, the diversion of management's attention from
other business concerns and the potential loss of key employees of the acquired company. In the event that the
operations of an acquired business do not meet expectations, the Company may be required to restructure the acquired
business or write-off the value of some or all of the assets of the acquired business. There can be no assurance that any
acquisition will be successfully integrated into the Company's operations.

Risks associated with construction and purchase of facilities.
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The Company expects to incur significant expenditures in connection with the construction of its new facility in Troy,
New York and the potential purchase of its One Global View facility. These expenditures could materially reduce the
Company's liquidity. In addition, there can be no assurance the Company will grow at a rate sufficient to fully utilize
the new facility and to increase revenues at a level sufficient to offset the costs of this expansion. 

Reliance on attracting and retaining key employees. The Company's continued success will depend in large part on
its ability to attract and retain highly qualified technical, managerial, sales and marketing, executive, and other
personnel. Competition for such personnel is intense. There can be no assurance that the Company will be able to
continue to attract or retain such personnel. Loss of key personnel or changes in management could have an adverse
impact on the Company.

Risks associated with new accounting pronouncements. See Notes 7 and 8 of the Notes to Financial Statements,
above. There can be no assurance that the Company's financial results will not be adversely affected by these or other
new accounting pronouncements or by the impairment of goodwill.

Item 3.     Quantitative and Qualitative Disclosures about Market Risk

Foreign Currency

. The Company exports products to diverse geographic locations. Most of the Company's international revenues
through subsidiaries are denominated in foreign currencies. In total, the devaluation of certain foreign currencies
reduced second quarter and the first six months of 2002 revenue growth by approximately $325 thousand or 1
percentage point and $573 thousand also 1 percentage point, respectively. To date, foreign currency fluctuations have
not had a material effect on the Company's operating results or financial condition. The Company's exposure is
mitigated, in part, by the fact that it incurs certain operating costs in the same foreign currencies in which revenues are
denominated. In addition, the Company had entered into a foreign currency contract to hedge against a Japanese yen
denominated receivable with a notional value expressed in U.S. dollars of $3.8 million. This derivative instrument
represented a combination of an interest-rate and a currency swap. Under SFAS No. 133, this contract did not require
"special" or "hedge" accounting. As such, the gains or losses on the hedging instrument and the offsetting losses or
gains on the hedged item were both recorded in the income statement and therefore offset each other naturally. This
foreign currency contract was settled in March 2002.

Interest Rates. The Company is exposed to fluctuations in interest rates. A significant portion of the Company's cash
is invested in short-term interest-bearing securities. Assuming an average investment level in short-term
interest-bearing securities of $22.0 million (which approximates the average amount invested in these securities
during the first six months of fiscal 2002) each 1-percentage point decrease in the applicable interest rate would result
in a $220 thousand decrease in annual investment income. The Company does not currently use interest rate derivative
instruments to manage exposure to interest rate changes. To date, interest rate fluctuations have not had a material
impact on the Company's operating results or financial condition.

MapInfo Corporation

Part II. Other Information
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Item 1. Legal Proceedings

In December 2000, the Company was named as a defendant in an action filed by Michael Reiff in the United States
District Court for the Northern District of New York alleging breach of a purported contract of employment and
related matters in connection with the Company's termination of Reiff as the Company's Vice President and General
Manager, Asia Pacific Operations. The complaint seeks $2.6 million compensation for loss of employment and
consequent loss of stock option vesting, and $15.0 million in punitive damages. On February 12, 2002, the Company
executed a settlement with Reiff under which the Company paid $275,000 as full and final settlement of all matters
relating to his past employment with the Company.

Item 4.     Submission of Matters to a Vote of Security Holders

At the Company's Annual Meeting of Stockholders held on February 13, 2002, the following proposals were adopted
by the vote specified below:

For Against Withheld Abstentions

Election of Directors:

Mark P. Cattini 11,724,402 2,224,567

John C. Cavalier 13,566,962 382,007

George C. McNamee 13,577,670 371,299

Laszlo C. Bardos 13,510,518 438,451

Joni Kahn 13,561,228 387,741

Quinn H. Tran 13,575,119 373,850

Amendment to the 1993 Stock Incentive Plan:

The shares authorized under the 1993 Stock Option Plan

were increased from 4,781,250 to 5,281,250 shares. 9,592,651 4,327,396 28,922

Amendment to the 1993 Employee Stock Purchase Plan:

The shares authorized under the 1993 Employee Stock
Purchase

Plan were increased from 1,012,500 to 1,312,500 shares. 13,642,937 285,594 20,438

Ratification of PricewaterhouseCoopers LLP

as the Company's Independent Public Accountants

for the current fiscal year. 13,796,305 128,222 23,848

MapInfo Corporation

Part II. Other Information (continued)
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Item 6.     Exhibits and Reports on Form 8-K

(a) Exhibits

The exhibits listed in the Exhibit Index filed as part of this report are filed as part of this report or
are included in this report

(b) Reports on Form 8-K

No reports on Form 8-K were filed during the three months ended March 31, 2002.

Signatures

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.

MAPINFO CORPORATION

Date: May 13, 2002 By: /s/ D. Joseph Gersuk                 

     D. Joseph Gersuk,
     Executive Vice President,
       Finance, Chief Financial
       Officer and Treasurer
       (principal financial and
       accounting officer)
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Exhibit Index

Exhibit

Number Description of Exhibit

3.1(1) Certificate of Incorporation

3.1A(2) Certificate of Amendment of Certificate of Incorporation dated February 28,
2001.

3.2(2) By-laws of the Registrant

10.1 1993 Stock Incentive Plan, as amended to date

(1) Incorporated herein by reference from the exhibits to the Registrant's Form 8-K dated November 6, 1997.

(2)
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Incorporated herein by reference from the exhibits to the Registrant's Form S-8 filed with the Securities and Exchange
Commission on March 9, 2001, File No. 333-56790.
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