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FINANCIAL INFORMATION

Item 1. Financial Statements

CACI INTERNATIONAL INC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (BNDITED)
(dollars in thousands, except per share data)

Three Months Ended December 31,

1999 1998

Revenue $ 121,07 $ 101,75¢
Costs and expenses

Direct costs 71,51¢ 58,73¢

Indirect costs and selling expenses 38,59( 33,67¢

Depreciation and amortization 1,88C 1,84¢€

Goodwill amortization 915 766

Total operating expenses 112,90! 95,02¢
Operating income 8,17C 6,734
Interest expense 1,04€ 972
Income before income taxes 7,124 5,762
Income taxes 2,77¢ 2,17C
Income from continuing operations 4,34~ 3,592

Discontinued operations
Loss from operations of discontinued COMNET produbusiness (le:



applicable income tax benefit of $79 and $130, eetpely) (125) (230)

Gain on disposal of COMNET products business inalgighrovision of $11

for operating losses during phaset period (less applicable income taxe

$13,512) 21,13¢ -
Net income 25,35¢ $ 3,362
Basic earnings per share
Income from continuing operations 0.38 $ 0.33
Loss from discontinued operations of COMNET produmisiness (0.01) (0.02)
Gain on disposal of COMNET products business 1.87 -
Net income 2.24 $ 0.31
Average shares outstanding 11,30¢ 10,87¢
Diluted earnings per share
Income from continuing operations 0.38 $ 0.32
Loss from discontinued operations of COMNET produmisiness (0.01) (0.02)
Gain on disposal of COMNET products business 1.83 -
Net income 2.2C $ 0.30
Average shares and equivalent shares outstanding 11,537 11,197

See notes to condensed consolidated financiahsémis (unaudited).

CACI INTERNATIONAL INC AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (BNDITED)

(dollars in thousands, except per share data)

Six Months Ended December 31,

1999 1998

Revenue $ 239,76( $ 191,70«
Costs and expenses

Direct costs 141,257 109,71:

Indirect costs and selling expenses 77,07¢ 64,827

Depreciation and amortization 3,74C 3,50¢

Goodwill amortization 1,82¢ 1,394

Total operating expenses 223,90t 179,44:




Operating income 15,85¢ 12,261
Interest expense 2,15€ 1,46¢
Income before income taxes 13,69¢ 10,79:
Income taxes 5,345 4,044
Income from continuing operations 8,35¢€ 6,74¢
Discontinued operations

Loss from operations of discontinued COMNET produmnisiness

(less applicable income tax benefit of $280 andB$iéspectively) (320) (248)

Gain on disposal of COMNET products business iriolgighrovision

of $118 for operating losses during phase-out perio

(less applicable income taxes of $13,512) 21,13¢ -
Net income $ 29,17( 6,501
Basic earnings per share
Income from continuing operations $ 0.75 0.62
Loss from discontinued operations of COMNET produmisiness (0.03) (0.02)
Gain on disposal of COMNET products business 1.9C -
Net income $ 2.62 0.60
Average shares outstanding 11,14¢ 10,86¢
Diluted earnings per share
Income from continuing operations $ 0.73 0.60
Loss from discontinued operations of COMNET produmisiness (0.03 ) (0.02 )
Gain on disposal of COMNET products business 1.85 -
Net income $ 2.55 0.58
Average shares and equivalent shares outstanding 11,44¢ 11,19¢

See notes to condensed consolidated financiahsémis (unaudited).

CACI INTERNATIONAL INC AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(dollars in thousands)

December 31, 1999
(Unaudited)

June 30, 1999




ASSETS

Current assets

Cash and equivalents $ 1,374 $ 2,402
Accounts receivable;
Billed 106,54: 99,681
Unbilled 9,98¢ 12,26¢
Total accounts receivable 116,52¢ 111,94¢
Income taxes receivable - 948
Deferred income taxes 185 198
Deferred contract costs 1,46€ 1,54z
Prepaid expenses and other 3,63¢ 5,437
Total current assets 123,18¢ 122,47
Property and equipment, net 14,65¢ 13,762
Accounts receivable, long term 6,55¢ 7,03¢€
Goodwill 65,95¢ 67,76
Other assets 9,647 6,26€
Deferred contract costs, long-term 484 989
Deferred income taxes 3,85¢ 3,41¢
Total assets $ 224,34¢ $ 221,71:
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued expenses $ 23,941 $ 32,851
Accrued compensation and benefits 19,407 21,30¢
Income taxes payable 10,11C -
Deferred income taxes 5,143 1,59z
Total current liabilities 58,60¢ 55,74¢
Note payable, long-term 26,25: 62,06¢
Deferred rent expenses 771 720
Deferred income taxes 132 138
Other long-term obligations 4,19z 4,10C
Shareholders' equity
Common stock:
$.10 par value, 40,000,000 shares authorized,
14,855,000 and 14,499,000 shares issued 1,48¢ 1,45C
Capital in excess of par 19,85¢ 13,932
Retained earnings 127,75¢ 98,58t
Cumulative currency translation adjustments (1,044) (1,36¢)
Treasury stock, at cost (3,526,000 shares) (13,662) (13,662)
Total shareholders' equity 134,39t 98,937




Total liabilities & shareholders' equity

$ 224,34¢

See notes to condensed consolidated financiahsémis (unaudited).

CACI INTERNATIONAL INC AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (BNDITED)

(dollars in thousands)

$ 221,71

Six Months Ended December 31,

1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 29,17 $ 6,501
Reconciliation of net income to net cash providgdqused in) operating activities
Depreciation and amortization 5,641 5,04¢
Provision for deferred income taxes 3,10¢ 1,66€
Loss (gain) on sale of property and equipment - 31
Gain on disposal of COMNET products business (21,252)
Changes in operating assets and liabilities
Accounts receivable (5,46¢) (9,43¢)
Prepaid expenses and other assets 859 (617)
Deferred contract costs 582 (67)
Accounts payable and accrued expenses (9,26¢) (700)
Accrued compensation and benefits (3,301) (439)
Other long-term obligations 93 (280)
Deferred rent expense 33 (131)
Income taxes (2,60%) (3,853)
Net cash provided by (used in) operating activities (2,40¢) (2,27¢)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of property and equipment (4,354) (3,16C)
Purchase of businesses (600) (44,291)
Proceeds from sale of COMNET products business 37,00(C -
Proceeds from sale of property and equipment - 9
Capitalized software cost and other (874) (324)
Net cash provided by (used in) investing activities 31,172 (47,76€)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds under line-of-credit 75,66: 114,531
Payments under line-of-credit (1112,47¢) (66,97¢)
Proceeds from stock options 5,962 491
Net cash (used in) provided by financing activities (29,85%) 48,043




Effect of changes in currency rates on cash anivalgnts 61 (15)

Net decrease in cash and equivalents (1,02¢) (2,017)
Cash and equivalents, beginning of period 2,403 2,081
Cash and equivalents, end of period $ 1,374 $ 64

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the period for income taxes, net $ 2,38C $ 5,994

Interest paid during the period $ 2,64¢€ $ 1,013

See notes to condensed consolidated financiahstatis (unaudited).

CACI INTERNATIONAL INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UAUDITED)
(dollars in thousands)

Three Months Ended Six Months Ended
December 31, December 31,
1999 1998 1999 1998
Net income $ 25,35/ $ 3,362 $ 29,17(C $ 6,501
Currency translation adjustment (581) (543) 324 (115)
Comprehensive income $  24,77: $ 2,81¢ $ 29,49 $ 6,38¢€

CACI INTERNATIONAL INC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENS (UNAUDITED)

A. Basis of Presentation

The accompanying unaudited condensed consolidataddial statements have been prepared pursudheé tales and regulatio
of the Securities and Exchange Commission. Ceitdormation and note disclosures normally includedhe annual financii
statements, prepared in accordance with generatigpded accounting principles, have been condemserhitted pursuant to tho
rules and regulations, although the Company bedli¢hat the disclosures made are adequate to mekaftrmation presented r
misleading.

In the opinion of management, the accompanying ditedi condensed consolidated financial statemegflect all necessa
adjustments and reclassifications (all of which afea normal, recurring nature) that are neces$aryfair presentation for tf
periods presented. It is suggested that these itadutbndensed consolidated financial statement®&e in conjunction with tf
unaudited condensed consolidated financial stattsveerd the notes thereto included in the Compdaiést annual report to t
Securities and Exchange Commission on Form 10-Khieyear ended June 30, 1999.

Certain reclassifications have been made to ther period's financial statements to conform to ¢herent presentation (See &
Note C).



B. Accounts Receivable

Total accounts receivable are net of allowancelfarbtful accounts of $2,180,000 and $3,050,000axteihber 31, 1999, and Ji

30, 1999 respectively. Accounts receivable aresdiad as follows:

(dollars in thousands) December 31, 19¢ June 30, 199
Billed receivables
Billed receivables $ 94,11z $ 88,91¢
Billable receivables at end of period 12,43( 10,762
Total billed receivables 106,54 99,681
Unbilled receivables
Unbilled pending receipt of contractual documenitharizing billing 9,952 12,172
Unbilled retainages and fee withholds expectecetbibed within the next 12
months 30 92
9,98¢ 12,26¢
Unbilled retainages and fee withholds expectecetbibed beyond the next
12 months 6,55¢ 7,03€
Total unbilled receivables 16,53¢ 19,30(¢
Total accounts receivable $ 123,08( $ 118,981

Discontinued Operations

On November 2, 1999, the Company executed a lettertent to sell its COMNET products business mn@®uware Corporatio
On December 15, 1999, the Company completed tleeasdhe net assets of the business for $37 miliocash and $3 million |
escrow to be received one year from the settlerdate. This resulted in a net-afterx gain for the Company of $21.1 millic
Included in the gain was a net-aftax loss from discontinued operations of $118 thadsfor the period from November 3, 199
December 15, 1999. The consolidated statementpefatons for prior periods have been restateccémsistent presentation
discontinued operations.

Acquisitions

On September 24, 1999, the Company purchased $ie¢sasf MapData Online International Ltd and DighapData Online Ltd.
(collectively, "MapData") for $0.6 million in casand, therefore, the transaction has been recorded) ypurchase accounti
standards. MapData provided demographic softwarehyhwhen bundled with existing products offered thye Company
Marketing System Group ("MSG"), will enhance MSE&&gpabilities in the U.S. market. The purchase pne been allocated ba:
upon the fair value of the assets acquired. No gilbdas been recognized in connection with tratisac

Business Segment Information

The Company reports financial data in two segmdnfsrmation Systems Group ("ISG") and Marketingst&ns Group ("MSG"
Operating results for the segments are as follows:

(dollars in thousands) ISG MSG Other Total

Quarter Ended December 31, 1999

Revenue from external customers $ 108,32( $ 12,751 $ $ 121,071
Pre-tax income (loss) from continuing

operations 6,854 1,151 7,124
Quarter Ended December 31, 1998

Revenue from external customers $ 88,861 $ 12,891 $ $ 101,75¢
Pre-tax income (loss) from continuing

operations 5,34C 999 5,762



Six Months Ended December 31, 1999

Revenue from external customers $ 214,47¢ $  25,28: $ - $ 239,76(
Pre-tax income (loss) from continuing

operations 13,17 2,134 (1,612) 13,69¢
Six Months Ended December 31, 1998

Revenue from external customers $ 167,45: $ 24,252 $ - $ 191,70«
Pre-tax income (loss) from continuing

operations 10,40¢ 1,72€ (1,33¢€) 10,79:

The "Other" column represents the elimination ¢éisegment revenue and corporate related items.

F. Commitments and Contingencies

The Company is involved in various lawsuits, clairaed administrative proceedings arising in themarcourse of busines
Management is of the opinion that any liabilityloss associated with such matters will not haveatenal adverse effect on t
Company's operations and liquidity.

G. Subsequent Event

On February 1, 2000 the Company purchased all @fotitstanding shares of XEN Corporation (XEN). Tdt@l purchase pric
was $4,258,500.

Iltem 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations.

Results of Operations For the Three and Six Month&nded December 31, 1999 and 1998

Revenue . The table below sets forth the customer mix ireneie with related percentages of total revenughithree and six months ended
December 31, 1999 (FY00) and December 31, 1998 9 ¥8spectively:

(dollars in thousands) Second Quarter First Six tsn

FY0O0 FY99 FY00 FY99
Department of Defense $ 62,33C 51.5% $ 48,680 47.8% $ 122,59( 51.1% $90,42:  47.2%
Federal Civilian Agencies 31,01C  25.6% 31,99  31.5% 63,84¢ 26.6% 61,22¢  31.9%
Commercial 16,567  13.7% 16,31C  16.0% 32,85: 13.7% 31,21 16.3%
State & Local Governments 11,164 9.2% 4,77% 4.7% 20,471 8.6% 8,842 4.6%
Total $121,077 100.0% $101,75¢ 100.0% $239,76( 100.0% $191,7C 100.0%

For the three months and six months ended Deceg&ihel999, the Company's total revenue increasei®by, or $19.3 million, and by 25
or $48.1 million, respectively, over the same pasitast year. Approximately $10.0 million, or 52%tloe threemonth increase, and $1
million, or 36% of the sixnonth increase, was achieved through internal drdat the quarter and six months ended Decembed 399
respectively, over the same periods a year ago.r@maining increases of $9.3 million for three nten&and $30.7 million for six months
FYO0O, respectively, as compared to FY99, were prilsnéhe result of the Company acquiring 100% of iesued and outstanding comr
stock of QuesTech, Inc ("QuesTech™) on Novemberl®38.

Department of Defense revenue increased 28%, o7 $i8lion, for the quarter, and 36%, or $32.2 noill, for the first six months. TI
QuesTech acquisition accounted for the majoritthefgrowth, contributing $8.8 million and $28.2 linih for the three and six month peric
respectively. The remaining growth has come fromtrawts that focus on U.S. Navy fleet support alwtha network support for the U
Army.

Revenue from Federal Civilian agencies remainedfdlathe quarter and increased 4%, or $2.6 mili@n the first six months of FYO0O,
compared to the same periods a year ago. Approziyn&8% of Federal Civilian agency revenue is dmtifrom the Department of Just
("DoJd") in providing litigation support servicesdam developing an automated debt collection systavenue for DoJ was $17.8 million i
$36.8 million for the quarter and six months enBedember 31, 1999, as compared to $16.8 million&d4d3 million for the same periods
FY99. The increase in DoJ revenue for the quaner six months was offset by lower revenue from Fleeleral Aviation Administratic
("FAA") due to lower equipment orders as the FAA lsancentrated on other initiative



Commercial revenue increased slightly for the qgraahd by 5%, or $1.6 million, for the first six mhbs, respectively, over the same peric
year ago. This was primarily due to unusually sgpawth in systems integration task orders as coessifiocused on year 2000 isst

Revenue from state and local governments moredbabled in the second quarter and first half of ¥ compared to the same perio
year ago. Revenue for the quarter increased td2$illion, up $6.4 million from the same quarteyear ago. For the six months, reve
increased to $20.5 million, up $11.6 million frolretsame period a year ago. Continued demand far 289 renovation services accout
for approximately 41% and 54% of the total growththe three and six month periods, respectively f@maining growth in revenue ca
from the expansion of systems integration servicEsnew state and local agencies.

The following table sets forth the relative peregya that certain items of expense and earningstbeavenue for the quarter and six mo
ended December 31, 1999 and December 31, 199&atasyy.

Dollar Amount (in thousands) Percentage of Revenue
Second Quarter First Six Months Second Quarter t BissMonths
FY0O0 FY99 FY0O0 FY99 FY0O0 FY99 FY0O0 FY99
Revenue $ 121,07 $ 101,75¢ $ 239,76( $191,70¢ 100.0%4 100.0% 100.0%  100.0%
Costs and expenses:
Direct costs 71,51¢ 58,73: 141,25] 109,71: 59.1% 57.7% 58.9% 57.2%
Indirect costs & selling 38,59( 33,67¢ 77,07¢ 64,827 31.9% 33.1% 32.2% 33.9%
expenses
Depreciation & 1,88C 1,84¢ 3,74C 3,50¢ 1.6% 1.8% 1.6% 1.8%
amortization
Goodwill amortization 915 766 1,82¢ 1,394 0.7% 0.8% 0.7% 0.7%
Total operating expenses 112,90 95,02¢ 223,90¢ 179,44: 93.3% 93.4% 93.4% 93.6%
Operating income 8,17C 6,734 15,85t 12,261 6.7% 6.6% 6.6% 6.4%
Interest expense 1,04€ 972 2,15€ 1,46€ 0.8% 0.9% 0.9% 0.8%
Earnings before income 7,124 5,762 13,69¢ 10,79 5.9% 5.7% 5.7% 5.6%
taxes
Income taxes 2,77¢ 2,17C 5,34z 4,044 2.3% 2.2% 2.2% 2.1%
Income from continuing 4,34~ 3,592 8,35€ 6,74¢ 3.6% 3.5% 3.5% 3.5%
operations
Discontinued operations
Loss from operations of
discontinued COMNET
products business (125) (230) (320) (248) (0.1%) (0.2%) (0.1%) (0.1%)
Gain of disposal of 21,13¢ - 21,13¢ - 17.4% - 8.8% -
COMNET products
business
Net Income $ 25,354 $ 3,36z $ 29,17( $ 6,501 20.9% 3.3% 12.2% 3.4%

Operating Income . Operating income increased 21% and 29% for ttatguand six months ended December 31, 1999 aparewh to th
same periods a year ago. This is due to the 19%25#lgrowth in revenue for the second quarter @&sttialf of FY0O, respectively, alo
with the Company's ability to control its indirexists and selling expenses.

As percentage of revenue, direct costs for therskqoarter and first half of FY00 have increaseiddand 1.7%, respectively, as compare
the same periods a year ago. Direct costs includetdabor and other direct costs such as equipmemcthases, subcontractor costs and t



expenses. The largest component of direct cosestdabor, was $34.5 million and $29.8 million the second quarter of FY00 and FY
respectively. For the six months ended Decemberl829 and 1998, direct labor was $68.9 million &86.7 million, respectively. Oth
direct costs were $37.0 million and $28.9 milli@r the second quarters of FY00 and FY99, respdgtiemd $72.4 million versus $5:
million for the first six months of FY00 and FY9&spectively. Other direct costs have grown at aemmapid pace as the Company h
higher number of contracts with an increased I@fetuch costs. The most notable increase have d¢wme contracts with DoJ, Boeir
several state and local customers, and from cdstodtained through the acquisition of QuesTech.

Indirect costs and selling expenses include fringeefits, marketing and bid and proposal costsrantllabor, and other discretionary cc
most of which are highly variable. As a percentafjeevenue, indirect costs have decreased duectartpact of higher other direct costs
revenue for the quarter and first six months of 8¥40d the Company's ability of contain indirecttsos

Depreciation and amortization expense increasgttsliin the second quarter and by $231 thousaritdrfirst half of FY00, as comparec
the same periods a year ago, primarily due to tlqeiaition of QuesTech.

Goodwill amortization expense has increased $1d@snd for the second quarter and $435 thousartbddirst half of FY00 as comparec
the same periods a year ago due primarily to theiaition of QuesTech in the prior fiscal year.

Interest Expense. Interest expense increased slightly for the secpradter and by $0.7 million for the first six mosthf FY00 as compared
the same periods in FY99. For the first six morthBYO0O0 average borrowings were $65.3 million thgbhumid-December, at which time $
million of the proceeds from the sale of the COMN@&dducts business were used to pay down the fimeedit. For the first six months
FY99, average borrowings were $45 million. In teeand quarter of FY00, average borrowings were268llion, up slightly from the pric
year quarter when the Company borrowed $42 mifiasrthe acquisition of QuesTech and average bommgs/increased to $60 millio

Income Taxes . The effective income tax rate for both the quaated six months ended December 31, 1999 was 38&6mpared to 37.7
and 37.4% for the quarter and six months ended mkeee 31, 1998, respectively. The increase for Ipattiods is due to the impact of non-
deductible goodwill amortization from the QuesTegcluisition.

Liquidity and Capital Resources

Historically, the Company's positive cash flow fraperations and available credit facilities proddelequate liquidity and working capita
fully fund the Company's operational needs and sttppe acquisition activities. Working capital wé64.6 million and $66.7 million as
December 31, 1999 and June 30, 1999, respectiVhby.decrease in working capital in the first sixmis of FYOQO is attributable to the
impact of the sale of the COMNET products busin€gerating activities used cash of $2.4 milliontfoe six months of FY00 as compare
FY99 when operating activities used cash of $2.Biani This slight increase in cash used by oparatictivities since the prior yeat
primarily due to cash payments related to highbeotirect costs as well as growth in receivabéssilting from the 25% growth in rever
for the first six months of FY00 as compared toghme period of FY99.

The Company generated $31.2 million in cash froresting activities for the six months ended Decanfe 1999 versus using $4
million for the same period a year ago. The cagidus FY99 was primarily due to the acquisitiongafesTech of $41.6 million and of i
for $2.6 million. The cash generated in FYOO is thu¢éhe sale of COMNET products business for $3illlon in cash offset by purchases
property and equipment.

The Company used the sales proceeds from the COMM&ducts business to pay down its line of crdditY99, the Company financed
investing activities from operating cash flows dra a net increase in borrowings of $47.6 milliorder its line of credit.

The Company maintains a fiwear unsecured revolving line of credit which egpion June 19, 2003. The agreement permits borgsval
up to $125 million with annual sublimits on amoutisrrowed for acquisitions. The Company also maistaa 500,000 pound sterli
unsecured line of credit in London, England, whaaipires in November 2000. At December 31, 1999CQbmpany had approximately $9
million available for borrowings under its lines @kdit.

The Company believes that the combination of irtByngenerated funds, available bank borrowings eash on hand will provide t
required liquidity and capital resources for theefeeable future.

Year 2000

In Form 10Q for the quarter ended September 30, 1999, filéll thhe Securities and Exchange Commission, the 2oy reported that it h.
achieved material compliance with its mutmensional compliance program. To date, the Comp®as not experienced any signific
disruptions in any aspect of its operations. Then@any continues to monitor its infrastructure,gteducts offered, an its critical busin
partners to ensure continued success. The Compengdt incurred any material expenditures in aoldlito those already reported in its p
filing and does not anticipate any significant fietgosts related to maintaining its Year 2000 cdengke.




PART Il

OTHER INFORMATION

ltem 1. Legal Proceedings

CACI, INC.-FEDERAL v. Arizona Department of Transportation

Reference is made to Part Il, Item 1, Legal Proicegd in the Registrant's Report on FormQ®@er the quarter ended September 30, 199
the most recently filed information concerning th&suit filed on June 25, 1996, by CACI, INEEDERAL ("CACI"), the Registrant
wholly-owned subsidiary, in Superior Court for Maricopauty, Arizona, against the Arizona Department ainportation ("ADOT"). Thi
suit seeks the following: (i) a declaratory judgmehat the disputes procedures mandated by theoAaizProcurement Code
unconstitutional; (ii) a declaratory judgment tHeDOT cannot assert claims against CACI under thadated disputes procedure; (iii
declaratory judgment that ADOT is not entitled écaver consequential damages in connection witlligpute; (iv) $2,938,990 plus inter
in breach of contract damages; (v) the return ofSC&\ property seized by ADOT in connection with teemination of the contract; and (
lawyers' fees. ADOT has counterclaimed, seekinexoess of $100 million in damages allegedly calse@ACI's breach of contract.

Since the filing of Registrant's report indicatdabee, the parties have reached an agreement fe #sit case and are now engage
producing settlement documentation.

John Chrysogelos v. V. L. Salvatori, et al

In the fall of 1999, an action styled John Chrydoges. V. L. Salvatori, et aC.A. 17408NC was filed in the Chancery Court fog ttate ¢
Delaware setting forth both class and derivatianet alleging that the Registrant's Directors bnedctheir fiduciary and other duties to
Registrant and it's stockholders by (i) adoptinglday amendments specifying procedures for stockimaddéons by consent and calling
special meetings; and, (ii) failing to evaluate &mdy respond to a premium cash offer to purchtaigestock of the Registrant.

The Defendant's Motion to Dismiss is pending.

Parsow Partnership, Ltd., et al v J. P. Londom)] et

In November, 1999, an action styled Parsow Parierdtd., et. al. v J. P. London, et &A No. 99770, was filed in the United Sta
District Court for the District of Delaware allegjithat the board of Directors and senior managewfetiie Registrant had solicited proxie
violation of Sections 14(a) and 20(a) of the SamsgiExchange Act of 1934 (the Exchange Act) anlk Rda-9 promulgated thereunder.

On December 8, 1999, the Defendants filed theiarsand Counterclaim denying the substantive afiega of the Complaint, and claimi
that the Plaintiffs violated Sections 14(a) anda2@f the Exchange Act and Rules 14a-2(b)(2) ared9lgromulgated thereunder by solicit
the proxies from more than ten (10) stockholdedstanmaking false and misleading statements irstiieitation of proxies.

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

On November 9, 1999, the Company held its Annuating of Stockholders. At the meeting all managenm@minees were elected to se
as directors and the appointment of Deloitte & Teyd_LP as independent auditors for the currectfigear was ratified. The results of
meeting were reported in a news release dated Omredn 1999.

Item 5. Other Information

Forward Looking Statements

There are statements made herein which do not ssitiistorical facts and, therefore, could be imtsgu to be forwardboking statements
that term is defined in the Private Securitiesdation Reform Act of 1995. Such statements areestilip factors that could cause ac
results to differ materially from anticipated resulThe factors that could cause actual resultdiffer materially from those anticipat
include, but are not limited to, the following: fegal and national economic conditions; changesit@rest rates; failure to achieve cont
awards in connection with recompetes for presestness and/or competition for new business; thesrénd uncertainties associated
client interest in and purchases of new productBarservices; continued funding of U.S. Governmanother public sector projects in
event of a priority need for funds; government cactt procurement (such as bid protest) and terioimaisks; individual business decisit
of our clients; paradigm shifts in technology; catifive factors such as pricing pressures and/orpstition to hire and retain employees;
ability to complete acquisitions and/or divestig@propriate to achievement of our strategic plaiesr 2000 issues, particularly as t
concern the cost of litigation and potential leligility associated with products, systems andises which are no longer under warrant
maintenance obligations; material changes in lawggulations applicable to our businesses; our abitity to achieve the objectives of n
term or long range business plans; and other dsksribed in the Company's Securities and Exch@ogemission filings



Item 6. Exhibits and Reports on Form 8K

The Registrant filed a Current Report on ForK 8n November 15, 1999, in which the Registranoregd that it had executed a lette
intent to sell its COMNET products business to Camare Corporation.

The Registrant filed a Current Report on For{ 81 November 16, 1999, in which the Registranbragd that it had executed a lette
intent to acquire all of the outstanding shareXBN Corporation.

The Registrant filed a Current Report on Fortd 8n December 20, 1999, in which the Registranbrea that it had completed the sale ¢
COMNET products business to Compuware Corporation.
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COMPUTATION OF EARNINGS PER SHARE

Three Months Ended
December 31,

Six Months Ended
December 31,

1999 1998 1999 1998

Net income $ 25,35¢ $ 3,362 $ 29,17 $ 6,501
Average shares outstanding during the period 11,30¢ 10,87¢ 11,14¢ 10,86¢
Dilutive effect of stock options after

after application of treasury stock method 229 323 301 333
Average number of shares outstanding during thieger 11,53i 11,197 11,44¢ 11,19¢
Basic earnings per share $ 224 $ 031 $ 262 $ 0.60
Diluted earnings per share $ 22C $ 03¢ $ 255 $ 058

ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE REGISTRANT'S QUARTERLY
REPORT ON FORM 10-Q FOR THE PERIOD ENDED DECEMBER 38999, AND IS QUALIFIED IN ITS ENTIRETY BY
REFERENCE TO SUCH FINANCIAL STATEMENTS.

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSES
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

6 MOS
JUN 30 200
DEC 30 199
1,374,001

0
125,260,00
(2,180,000
0
123,189,00
47,613,00
(32,957,00C
224,348,00
58,604,00
26,253,00
0

0

1,489,001
132,906,00
224,348,00
0
239,760,00
0
141,257,00
82,209,00
439,00
2,156,001
13,699,00
5,343,001
8,356,001
20,814,00
0

0
29,170,00



EPS BASIC 2.621
EPS DILUTED 2.551

1 Eanings per share has been presented on the fahataiements in accordance with SFAS #128 as shetaw: earnings per share - basic
$2.62 earnings per share - diluted $2.55
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