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Item 1. Financial Statements

PART 1
FINANCIAL INFORMATION

CACI INTERNATIONAL INC

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue

Costs and expense
Direct costs
Indirect costs and selling expen:
Depreciation and amortizatic
Total costs and expens
Income from operatior

Interest expense, n
Income before income tax
Income taxe:

Net income
Basic earnings per she
Diluted earnings per sha

Weightec-average basic shares outstanc
Weightec-average diluted shares outstanc

(UNAUDITED)
(amounts in thousands, except per share data)

Three Months Ended

March 31,

2006 2005
(as restated
for FAS 123R}
$435,35¢ $ 414,94¢
279,14. 259,73t
111,28: 110,97¢
8,11¢ 8,07¢
398,54 378,78t
36,81¢ 36,15¢
4,34¢€ 3,652
32,47 32,50¢
11,11¢ 12,21
$ 21,357 $ 20,29
$ 071 $ 0.6¢
$ 0.6¢ $ 0.6€
30,22¢ 29,91
31,15¢ 30,71

See notes to the Unaudited Condensed Consolidatamétal Statement.
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CACI INTERNATIONAL INC

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue

Costs and expense
Direct costs
Indirect costs and selling expen:
Depreciation and amortizatic

Total costs and expens

Income from operatior
Interest expense, n
Income before income tax

Income taxe:

Net income

Basic earnings per she
Diluted earnings per sha

Weightec-average basic shares outstanc
Weightec-average diluted shares outstanc

(UNAUDITED)
(amounts in thousands, except per share data)

Nine Months Ended

March 31,

2006 2005
(as restated
for FAS 123R]
$1,277,990 $1,193,28.
820,75¢ 741,19:
324,10¢ 323,90¢
23,59¢ 24,07
1,168,46. 1,089,17.
109,53¢ 104,11(
11,73¢ 10,94¢
97,791 93,16¢
35,047 35,39¢
$ 62,75 $ 57,76¢
$ 208 % 1.9t
$ 20z % 1.8¢
30,14 29,57¢
31,08 30,557

See notes to the Unaudited Condensed Consolidatamétal Statements.
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CACI INTERNATIONAL INC

CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

(amounts in thousands, except per share data)

March 31,
2006 June 30, 2005
(as restated fo
FAS 123R)
ASSETS
Current asset:
Cash and cash equivalel $ 7391¢ $ 132,96!
Accounts receivable, ne
Billed 321,07( 311,04¢
Unbilled 39,38: 27,00¢
Total accounts receivable, r 360,45: 338,05!
Deferred income taxe 9,08¢ 6,50¢
Prepaid expenses and other current a: 19,73¢ 15,40¢
Total current asse 463,19: 492,93(
Goodwill 679,48 555,34
Intangible assets, n 92,31 81,25¢
Property and equipment, r 25,01¢ 24,26:
Supplemental retirement savings plan as 31,65¢ 24,80t
Accounts receivable, lo-term, net 9,50¢ 10,52¢
Deferred income taxe 43¢ 2,47¢
Other lon¢-term asset 18,541 15,02¢
Total asset $1,320,15! $ 1,206,63!
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of lon-term deb $ 3,54 $ 3,641
Accounts payabl 42,60( 36,90(
Income taxes payab — 8,90¢
Accrued compensation and bene 96,81 91,66:
Other accrued expens 66,57 67,63:
Total current liabilities 209,52! 208,74
Long-term debt, net of current portic 365,20 342,86
Supplemental retirement savings plan obligat 32,18% 25,05¢
Other lon¢-term obligation: 9,711 8,941
Total liabilities 616,62t 585,60!
Shareholder equity:
Common stock $.10 par value, 80,000 shares au#thrg8,177 and 37,807 shares issued and outstanding
respectively 3,81¢ 3,781
Additional paic-in-capital 298,92: 279,49t
Retained earning 420,61 357,86:
Accumulated other comprehensive inca 2,75( 2,721
Treasury stock, at cost (7,808 and 7,813 sharsgectively) (22,580 (22,82¢)
Total shareholde’ equity 703,52¢ 621,03:
Total liabilities and sharehold¢ equity $1,320,15! $ 1,206,63!

See notes to the Unaudited Condensed Consolidatasd¢ial Statements.
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CACI INTERNATIONAL INC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

(amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Reconciliation of net income to net cash providgperating activities
Depreciation and amortizatic

Amortization of deferred financing cos

Stocl-based compensation expel

Deferred income tax bene

Changes in operating assets and liabilities, neffett of business acquisitior
Accounts receivable, n

Prepaid expenses and other current a:

Accounts payable and other accrued expe

Accrued compensation and bene

Income taxes payab

Supplemental retirement savings plan obligatiorts@her loni-term liabilities

Net cash provided by operating activit

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure

Cash paid for business acquisitions, net of caghised
Proceeds from sale of marketable secur

Other long term asse

Net cash used in investing activiti

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings under credit facili
Principal payments made under credit facili
Proceeds from employee stock purchase f
Proceeds from exercise of stock opti
Repurchases of common stc

Other

Net cash provided by (used in) financing activi
Effect of exchange rate changes on cash and casvaénts

Net (decrease) increase in cash and cash equis
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIO
Cash paid during the period for income ta

Cash paid during the period for inter

See notes to the Unaudited Condensed Consolidatamétal Statements.
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Nine Months Ended

March 31,

2006 2005
(as restated fo
FAS 123R)
$ 62,75( $ 57,76¢
23,59¢ 24,07:
1,06t 1,00¢
12,63¢ 8,601
1,85¢ 91
17,79: (9,919
(2,050 1,71
(12,605 (18,609
1,91¢ 3,587
(19,720) (7,226)
6,67¢ 4,96¢
93,92 66,06
(7,620) (6,727)
(175,85)) (7,267
— 51t
(4,157 (257)
(187,629 (13,736
25,00( -
(2,755 (64,847
5,75¢ 5,25¢
7,63t 14,48:
(5,849 (5,959
5,252 9,80z
35,04 (41,267)
(387) 74E
(59,049 11,80¢
132,96 63,02¢
$ 73,91¢ $ 74,83¢
$ 48,81¢ $ 32,48
$ 13,05! $ 10,63(
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CACI INTERNATIONAL INC
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)
(amounts in thousands)

Three Months Ended

Nine Months Ended

March 31, March 31,
2006 2005 2006 2005

(as restated fo (as restated fo

FAS 123R) FAS 123R)
Net income $21,357 $ 20,298 $62,75( $ 57,76¢
Change in foreign currency translation adjustmeet 39C (58%) (1,329 1,64C

Change in fair value of interest rate swap agree! 53¢ — 1,35¢ —
Comprehensive incon $22,28: $ 19,71C  $62,77¢ $  59,40¢

See notes to the unaudited Condensed Consolidataddtal Statements.
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CACI INTERNATIONAL INC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
(amounts in thousands except share and per share tdd

A. Basis of Presentatic

The accompanying unaudited condensed consolidetadcial statements have been prepared pursuém toles and regulations of
Securities and Exchange Commission. Certain infiomand note disclosures normally included indahaual financial statements,
prepared in accordance with U.S. generally accegtedunting principles (“GAAP”), have been condehseomitted pursuant to those
rules and regulations, although the Company bdi¢vat the disclosures made are adequate to makeftlimation presented not
misleading.

In the opinion of management, the accompanying dited condensed consolidated financial statemefitsct all necessary adjustme
and reclassifications (all of which are of a normaturring nature) that are necessary for fais@néation for the periods presented. It is
suggested that these unaudited consolidated fialstatements be read in conjunction with the addionsolidated financial stateme
and the notes thereto included in the Companyéstatnnual report to the Securities and Exchangen@ssion on Form 10-K/A for the
year ended June 30, 2005. The results of operaforise three and nine months ended March 31, 2080t necessarily indicative of
the results to be expected for any subsequentrimfgzriod or for the full fiscal year.

Certain reclassifications have been made to thar pgriod’s financial statements to conform to ¢cherent presentation.

B. Adoption and Retrospective Application of FAS 12

Effective July 1, 2005, the Company adopted Stat¢mFinancial Accounting Standards (SFAS) No.R2Share Based Payment
(FAS 123R), using the modified retrospective amilan transition method. Prior to July 1, 2005, @@mpany had accounted for stock-
based compensation using the intrinsic method uAdeounting Principles Board Opinion No. 2&;counting for Stock Issued to
Employee¢APB No. 25), as amended by Financial Accountiran8ards Board (FASB) Interpretation No. Adcounting for Certain
Transactions Involving Stock Compensatibne Company also followed the disclosure provisiohSFAS No. 123Accounting for
Stock Based Compensati#AS 123), for periods prior to July 1, 2005.

Under the modified retrospective application metttbd Company will restate its consolidated statgmef operations, comprehensive
income, and cash flows for each of the years intihee-year period ended June 30, 2005, and itsotidated balance sheets as of
June 30, 2005 and 2004. Restatements of seleatétbte disclosures in the consolidated financitieshents included with the
Company’s annual report on Form 10-K/A will alsorhade. The Company plans to file these consolid@edcial statements, as
restated, to reflect the retrospective applicatibRAS 123R.

Under the modified retrospective application traosimethod, the Company has calculated the cumalahpact of stock-based
compensation expense as though it had adopteddhisions of FAS 123 effective July 1, 1995. Theoant of stock-based
compensation expense on earnings, comprehensiom@aeferred income taxes, additional paid-intedpand cash flows for all
equity grants made since this date have been etéclilThe consolidated statements of operatiomspeehensive income, and cash
flows for the three and nine months ended Marci2B05 have been restated to reflect the retrosfgeapiplication of the new standard,
and the impact on net earnings and cash flowsesqursly reported is as follows:

8
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Consolidated Statement of Operations
Indirect costs and selling expen:

Income from operatior

Income before income tax
Income taxe:

Net income
Earnings per shar
Basic
Diluted
Consolidated Statement of Cash Flows
Cash flows provided by operatio
Cash flows used in financing activiti

Consolidated Statement of Comprehensive Incom:
Comprehensive incorr

Consolidated Statement of Operations
Indirect costs and selling expen:

Income from operatior

Income before income tax
Income taxe:

Net income

Earnings per shar
Basic

Diluted

Consolidated Statement of Cash Flows:
Cash flows provided by operatio

Cash flows used in financing activiti

Consolidated Statement of Comprehensive Incomi
Comprehensive incorr

Three Months Ended
March 31, 2005

Effect of

Retrospective
As Previously Application of FAS
Reported 123R As Restate(
$ 108,82 $ 2,14¢ $110,97!
38,30¢ (2,149 36,15¢
34,65¢ (2,14¢) 32,50¢
13,01¢ (807) 12,21
$ 21,63t $ (1,340 $ 20,29t
$ 0.72 $ (0.09 $ 0.6¢
$ 0.71 $ (0.09) $ 0.6¢€
$ 45,25¢ $ (339 $ 44,92(
$ (20,926 $ 33¢ $ (20,589
$ 21,05 $ (1,34)) $ 19,71(
Nine Months Ended
March 31, 2005
Effect of
Retrospective
As Previously Application of FAS
Reported 123R As Restate(
$ 317,21¢ $ 6,69: $323,90¢
110,80: (6,699 104,11(
99,85¢ (6,699 93,16¢
37,94¢ (2,546 35,39¢
$ 61,91: $ (4,147) $ 57,76¢
$  2.0¢ $ (0.14) $ 1.9¢
$  2.0¢ $ (0.14 $  1.8¢
$ 75,86: $ (9,80%) $ 66,06!
$ (51,069 $ 9,80z $ 41,26
$ 63,55! $ (4,149 $ 59,40¢
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The Company has also restated the consolidateddsakheet as of June 30, 2005 for the retrospeatipcation of FAS 123R. The
cumulative effect on deferred tax assets, additipag-in-capital, and retained earnings as of June 30, 2)previously reported, is

follows:
Balances as of June 30, 2005
Effect of
Retrospective
As Previously
Application As
Reported of FAS 123R restated

Deferred tax assets, long te $ — $ 247¢ $ 247¢
Deferred tax liabilities, long ter: $ 6,36 $ (6,369 $ —
Additional paic-in-capital $ 245,05: $ 34,44 $279,49¢
Retained earning $ 383,45¢ $ (25,59) $357,86:

C. Cash and Cash Equivalel
Cash and cash equivalents at March 31, 2006 ared3r2005, consisted of the following (cost apprates fair value):

March 31, June 30,
2006 2005
Money market fund $46,82¢ $120,42¢
Cash 27,08 12,53¢
Total cash and cash equivale $73,91¢ $132,96!

D. Accounts Receivabl

Total accounts receivable are net of allowancealéwbtful accounts of approximately $4,846 and $8 d6March 31, 2006 and June 30,
2005, respectively. Accounts receivable consisfatefollowing:

March 31, June 30,
2006 2005
Billed receivables
Billed receivables, ne $284,11° $265,78:
Billable receivables at end of peri 36,95 45,26¢
Total billed receivables, ni 321,07( 311,04¢
Unbilled receivables
Unbilled pending receipt of contractual documeniharizing billing 39,38: 27,00¢
Unbilled retainages and fee withholdings expectelet billed beyond the next 12 mon 9,50¢ 10,52¢
Total unbilled receivable 48,89( 37,53¢
Total accounts receivable, r $369,96(  $348,58:
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E. Intangible Asset
Intangible assets related to customer contractgpeogtams acquired are as follows:
March 31, June 30,
2006 2005
Customer contracts and related customer relatipa $136,95. $111,86:
Covenants not to compe 1,06z 787
Other 742 742
Intangible assets, at cc 138,75t 113,39:
Less accumulated amortizati 46,44+ 32,13:
Total intangible assets, r $ 92,31 $ 81,25¢
Intangible assets are being amortized on an aeteteébasis over periods ranging from 12 to 120 hwnthe weighted-average period
of amortization for the intangible assets as of da81, 2006 is 7.5 years, and the weighted-avergaining period of amortization is
5.6 years. Amortization expense was $5,136 and2@24pr the three and nine months ended March @6 2respectively, and $4,854
and $14,645 for the three and nine months endedtvgit, 2005, respectively. During the three moetided March 31, 2006, the
Company recorded $19,490 of intangible assetsetlat the estimated value of customer contractrelatied customer relationships in
connection with its acquisition of Information Sgsts Support, Inc (ISS). The Company is utilizingoatside valuation expert to
complete the analysis of the estimated fair vafub® contracts and related customer relationsitgmiible assets. The recorded value
will be adjusted based on the results of the vadnat
The accumulated amortization balances of $46,444582,132, as of March 31, 2006 and June 30, 2@8pgctively, pertain to the
customer contract and related customer relatiosshapie. The expected amortization expense of metaontract and related custor
relationships value for future periods, is as falo
Amount
Remainder of fiscal year ended June 30, z $ 6,452
Fiscal year ended June 30, 2( 22,39¢
Fiscal year ended June 30, 2( 18,68(
Fiscal year ended June 30, 2( 16,68(
Fiscal year ended June 30, 2( 14,46¢
Periods thereafte 13,63¢
$92,31%
F. Accrued Compensation and Bene
Accrued compensation and benefits consisted ofofl@ving:
March 31,
June 30,
2006 2005
Accrued salaries and withholdin $52,85¢ $51,64¢
Accrued leave 34,38¢ 30,99(
Accrued fringe benefit 9,572 9,02¢
Total accrued compensation and bene $96,81: $91,66:
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G. Other Accrued Expensi

Other accrued expenses consisted of the following:

March 31,

June 30,

2006 2005
Contract loss reservi $ 4,07: $13,38¢
Vendor obligation: 41,01( 32,05
Accrued sales and property ta 3,594 3,98
Accrued interes 1,43¢ 1,15¢
Deferred revenu 13,27¢ 12,03:
Other 3,182 5,02¢
Total other accrued expens $66,57! $67,63:

H. Long-Term Debt
Long-term debt consists of the following:
March 31, June 30,
2006 2005

Bank credit facilities— term loan $343,00( $345,62!

Revolving credit facility 25,00( —
Mortgage note payab 74€ 777
Covenant nc-to-compete note payab — 10C
Total long term dek 368,74t 346,50:
Less current portio (3,549 (3,647
Long-term debt, net of current portic $365,20: $342,86:

Effective May 3, 2004, the Company entered int®a0$000 credit facility (the 2004 Credit Facilitghnsisting of a $200,000 revolving
credit facility (the Revolving Facility) and a $3B800 institutional term loan (the Term Loan). T2 Credit Facility also provides for
stand-by letters of credit aggregating up to $28 @t reduce the funds available under the RenglFacility when issued.

The Revolving Facility is a five-year, secured facithat permits continuously renewable borrowirdaip to $200,000, with an
expiration date of May 2, 2009, and annual subtimmh amounts borrowed for acquisitions. The Raugl¥acility permits one, two,
three and six month interest rate options. The Gomypays a fee on the unused portion of the RewgliFacility, based on its leverage
ratio, as defined. The Company received a $25,d08rece on March 1, 2006 under the Revolving Faditithelp finance its acquisitic
of Information Systems Support, Inc. (ISS). Theerewno other advances or repayments of outstamditagnces under the Revolving
Facility during the nine months ended March 31,&200

The Term Loan is a seven-year secured facility umdgch principal payments are due in quarterlyatiments of $875 at the end of
each fiscal quarter through March 2011 and theroalaf $325,500 is due in full on May 2, 2011.

Borrowings under both the Revolving Facility and trerm Loan bear interest at rates based on LIBQReohigher of the prime rate or
federal funds rate plus 0.5 percent, as electatiddCompany, plus applicable margins based oretlardge ratio as determined
quarterly. To date, the Company has elected toyddBlOR to outstanding borrowings. For the threenths ended March 31, 2006, the
effective interest rate, excluding the effect af tmortization of debt financing costs, for thestatding borrowings under the 2004
Credit Facility was 5.89 percent. Interest expansger the 2004 Credit Facility for the three amieninonths ended March 31, 2006
$5,195 and $14,355, respectively.

The 2004 Credit Facility contains financial covetsathat stipulate a minimum amount of net wortlmiaimum fixed-charge coverage
ratio, and a maximum leverage ratio. Substantelllpf the Company’s assets serve as collateraduutice 2004 Credit Facility. As of
March 31, 2006, the Company was in compliance thighfinancial covenants of the 2004 Credit Facility

The Company capitalized $8,234 of debt issuances @odvlay 2004 associated with the originationhef 2004 Credit Facility. The
Company capitalized an additional $450 of finanaipngts to amend the 2004 Credit Facility in May%20§ re-pricing downward the
margins that are applied to the interest rate aptim the term loan. Other key terms of the 20@&HICFacility were not changed. All
debt financing costs are being amortized from #e ¢hcurred to the expiration date of the Termr.dehe unamortized balance of
$6,042 at March 31, 2006, is included in otherentriand long-term assets.
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Long-term debt as of March 31, 2006, also inclugl&33 due under a mortgage note payable agreemtemCdmpany assumed
obligations of the mortgage as part of its acqisiof MTL Systems, Inc. in January 2004. Outstagdialances under the mortgage
note payable bear interest at 5.88 percent ansesuged by interest in real property located intBayOhio.

As a condition of its 2004 Credit facility, in M&p05, the Company entered into two forward interats swap agreements under wt
it will exchange floating-rate interest paymentsffaed-rate interest payments. The agreementsraeembined notional amount of
debt totaling $98,000, provide for swap paymentr @a/two-year period beginning in March 2006, ardsettled on a quarterly basis.
The weighted-average fixed interest rate providethe agreements is 4.22 percent.

The Company accounts for its interest rate swapeagents under the provisions of SFAS No. X8®ounting for Derivative
Instruments and Hedging Activitieand has determined that the two swap agreemaatiygas effective hedges. Accordingly, the fair
value of the interest rate swap agreements at MztcRB006 of $1,884 has been reported in otheuadoexpenses, with an offset of
$1,168, net of an income tax effect, included ioumsulated other comprehensive income in the accowipg consolidated balance
sheet as of March 31, 2006. The changes in fairevaf $535 and $1,358, which are net of incomeeféects, are reported as other
comprehensive income in the accompanying conseliistatement of comprehensive income for the thnelenine-months ended
March 31, 2006, respectively. This amount will belassified into interest expense as yield adjustsia the periods during which the
related floating-rate interest is incurred.

l. Commitments and Contingenci

General Legal Matters

The Company is involved in various lawsuits, clgiarsd administrative proceedings arising in themadrcourse of business.
Management is of the opinion that any liabilityloss associated with such matters, either indivigwa in the aggregate, will not have
a material adverse effect on the Company’s operatimd liquidity.

Iraq Investigations

On April 26, 2004, the Company received informatilogicating that one of its employees was iderdifie a report authored by U.S.
Army Major General Antonio M. Taguba as being castad to allegations of abuse of Iraqi detaine¢beaAbu Ghraib prison facility.
To date, despite the Taguba Report and the subsiyriesued Fay Report addressing alleged inappatgpconduct at Abu Ghraib, no
present or former employee of the Company has b#ially charged with any offense in connectioittwthe Abu Ghraib allegations.
The Company does not believe the outcome of thisemaill have a material adverse effect on itafinial position.

Subcontract Purchase Commitment

The Company has entered into a subcontract agraéemtéra vendor to purchase a number of directidimaling units to be ordered in
connection with the performance of one of the Camgfsacontracts. The subject subcontract providesifit price decreases as the
number of units purchased under the subcontrant@ses. Management believes that the Company withase a sufficient number of
units over the subcontract term to allow it to imathe lowest unit cost available, and based upisrexpectation, has recognized unit
costs incurred to date at the lowest unit cost igexiunder the subcontract. Based on the numbenitsf ordered to date and assuming
that no other units are ordered under the subazintiee Company’s maximum unit price exposure (iifterence between the unit price
that would be applicable to the number of unitsialty purchased as compared to the discount ptiadnigh the Company has
recognized the purchases to date) is estimated §2/994. This amount has not been recorded i€timepany’s consolidated financial
statements as of March 31, 2006.

State Tax Contingency

In November 2005, the Company settled with theeSthindiana its outstanding matter involving aroléy Indiana for state income
taxes. The settlement had no material effect orcéimsolidated financial statements.

D&IG Acquisition Arbitration

As part of its agreement to acquire the D&IG, tlmmpany agreed to pay additional consideration abukil0,000 in cash if the net
worth of the D&IG upon the closing of the transantexceeded an amount as stipulated in the puremeement. Conversely, the
Company could have received up to $10,000 if thewoeth of the D&IG was below a specified level.

The Company and the seller submitted the mattantarbitrator, and the arbitrator ruled in favottaf Company by decision on
November 16, 2005. No additional considerationuis ftom CACI to the seller.
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Department of Energy Office of Inspector Generdifffiena

On March 27, 2006, CACI received a subpoena fraerxapartment of Energy, Office of Inspector Genfai) seeking documents
regarding “alliance benefits” received and grarigdCACI. By the way of example, some types of agreets that may involve alliance
benefits include teaming agreements, strategieipang agreements and reseller agreements. CAgdiscussions with OIG to clear
understand the scope of the subpoena, and willggnigedocument production once the scope of thpara is narrowed. While the
Company is unable to assess the significance ahthery based on information received to date, aggament believes that the
Company has properly considered the benefits atafide to alliance arrangements and that the résplof this matter will not have a
material impact on its financial position on reswf operation.

Notice of Organization Conflict of Interest

The Company currently performs certain work fouatomer that has been determined to represenganiaational conflict of interest
as defined by procurement standards. The Compathgwstomer personnel are negotiating a resolutiothe conflict, including the
potential sale of all or a portion of the work dieg the conflict. The Company estimates that thalfresolution of this matter will not
have a material effect on its financial positionresults of operations.

Fixed-Price Contract Negotiation

The Company has received a customer request taderoertain incremental software development ses/imnder an existing fixegkice
contract. Management believes that the servicasestgd do not fall within the scope of the cur@mnitract, and is negotiating with
customer personnel to reach an agreement on hpvoteed. The Company believes that the ultimawutsn of this matter will not
have a material effect on its financial positionr@sults of operations.

J. Stock Based Compensati

Adoption and Effects of New Standard

Effective July 1, 2005, the Company adopted theipions of FAS 123R using the modified retrospeetransition method and has
restated the consolidated statements of operatiass, flows, and comprehensive income for the taneknine months ended March 31,
2005. The effects of this restatement are includette B.

The adoption of FAS 123R had a significant non-dagbact on earnings as well as classification shddows for the three and nine
months ended March 31, 2006 and 2005. Net incomiéothree months ended March 31, 2006 and 2085&duced $895 and $1,3
respectively, net of the effect of income taxesa assult of recognizing compensation for the arpation of the value of stock options.
Net income for the nine months ended March 31, 20062005, again net of the effect of income tawes, reduced by $5,622 and
$4,147, respectively, due to the application of AZ3R. A summary of the components of stock-basatpensation expense
recognized during the three and nine months endaatiM31, 2006 and 2005, together with the incomédémefits realized, is as

follows:
Three Months Ended Nine Months Ended
March 31, March 31,
2006 2005 2006 2005
(as restated fo (as restated fo
Stocl-based compensation included in indirect cost FAS 123R) FAS 123R)
selling expense
Non-qualified stock option expen: $ 1,361 $ 2,14¢ $ 8,76 $ 6,69:
Restricted stock and restricted stock unit expt $ 1,591 $ 445 $ 3,87¢ $ 1,90¢
Total stocl-based compensation expel $ 2,952 $ 2,591 $12,63¢ $ 8,601
Income tax benefit recognized for stock-based corsaon
expense $ 1,01( $ 972 $ 4,52¢ $ 3,272

Prior to the adoption of FAS 123R, the Companyofokd the provisions of APB No. 25 in recognizingcgtbased compensation
expense, and thereunder recognized only the cbststnicted stock units (RSUS) in its consolidafiedncial statements. The stock-
based compensation expense included in net incontbéd three and nine months ended March 31, 289previously reported, was
$443 and $1,908, respectively. Under FAS 123RCiiapany recognizes stock-based compensation expassd on the fair value of
both RSUs and stock options. Stock-based compensexpense is recognized on a straigig-basis ratably over the respective ves
periods, and is adjusted as required for optiobgestito graded vesting schedules.
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The Company also considers the effect of expea#ddifures of equity grants in recording stock-lthsempensation expense under
FAS 123R. Under the new standard, the Company atsran expected forfeiture rate for grants oftggnstruments, and adjusts
stock-based compensation expense for its effeds. &ffect is adjusted to reflect actual forfeituassequity instruments vest. Previously
under APB No. 25, the Company recognized the aetffiatt of forfeitures as they occurred.

The new accounting standard also requires thaiogaricome tax benefits realized upon the exemistock options, or the vesting of
restricted stock units, be reported as financirgh dbows. Previously, the tax benefits resultingnirthe excess of the income tax
deduction over the expense recognized for finamejabrting purposes were reported as operatingftash. The effect of this change
a decrease in operating cash flows, and an inciedseancing cash flows.

During the nine months ended March 31, 2006 and 286 restated), the Company recognized $4,11497@6, respectively, of
excess tax benefits, which have been reportecharding cash inflows in the accompanying consaidatatements of cash flows.

Equity Grants and Valuation

The Company issues non-qualified stock optionssdrades of restricted stock (RSUs through Decembge2@05) on an annual basis to
its directors and key employees under the 1996kStmentive Plan (The 1996 Plan). Shares of rastistock (RSUs through
December 31, 2005) are also issued under the MarageStock Purchase Plan (MSPP), and the Direttmk3urchase Plan (DSPP)
(see note K).

The number of shares authorized by shareholdeigrémts under the 1996 Plan was 7,450,000 as ofiM&i, 2006. Shares represented
by forfeited options, restricted shares, RSUs,\@¥led options that expire, do not count towardstaximum number of shares grants
that may be made under the 1996 Plan. Cumulatietgiof 7,586,461 nogualified stock options, restricted shares and RIS bee
awarded, and 1,366,771 of these grants have befeitdd, as of March 31, 2006.

Under the 1996 Plan, non-qualified stock optiorantgd prior to January 1, 2004 lapse and are rgeloexercisable if not exercised
within ten years of the date of grant. Optionstrieted shares and RSUs granted on or after Jariy&904 have a term of seven years.
For option grants made prior to July 1, 2004, grastwhose employment has terminated have 60 d@ystadir termination date to
exercise vested options, or they forfeit their tigththe options. Grantees whose employment isiterted due to death or permanent
disability will vest in 100 percent of their optigimants. Also, effective for grants made on orraftdy 1, 2004, grantees retiring on or
after age 65 will vest in 100 percent of their optgrants. The vesting provisions involving degtirmanent disability and retirement at
or after age 65 also pertain to all restricted stzand RSU grants.

The Company began issuing RSUs under the 1996deidang the year ended June 30, 2004, and restrittak grants effective
January 1, 2006. All awards granted under the 7986 to date have been in the form of non-qualiiedk options, restricted shares
and RSUs. Stock options vest ratably over a ttice, or five year period, depending on the yeagraint, and restricted shares and
RSUs vest in full three years from the date of gréihe exercise prices of all non-qualified stogkion grants, and the value of all
restricted share and RSU grants, have been gt atdrket price of the Company stock on the datgranit.

The fair values of options awarded during the mrenths ended March 31, 2006 and 2005, have beiemagstl on the date of grant
using the Black-Scholes valuation model and thiefdhg assumptions:

Nine Months
ended March 31,
2006 2005
Expected volatility 32%—-35%  34%- 36%
Expected dividend — —
Expected term (in year 3-6 5
Risk-free rate 4.5% 3.7%

The weighted-average volatility rate for grants maddring the nine months ended March 31, 2006 808,2are consistent with the
expected volatility rates above. Expected volai#itare based on implied volatilities from trad@tians on the Company’s common
stock, historical volatility rates, and other fastoThe expected term of the option grants reptegbe period of time options are
expected to be outstanding and is based on theaotumdl term of the grant, vesting schedules, @ @xercise behavior. The risk-free
rate for periods within the contractual life of thygtion is based on the U.S. treasury yield cunvefiect at the time of the grant.

The weighted-average fair value of stock optiormtgd during the nine months ended March 31, 28062005 was $26.41 and
$15.99, respectively, and the weighted-averagevidire of restricted shares and RSUs granted wa8$@&nd $41.21, respectively.
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Stock Option and RSU Activity
Stock option activity for all outstanding optioréd the corresponding price information, for theeninonths ended March 31, 2006, is

as follows:
Weighted
Average
Number Exercise Exercise
of Shares Price Price
Outstanding options, June 30, 2( 2,245,94 $7.50- $64.3¢  $28.4¢
Options issuel 857,39! 21.40- 65.0¢ 60.57
Options exercise (361,67¢) 7.50- 46.3i 21.11
Options cancelle (104,56¢) 21.40- 62.4¢ 37.71
Outstanding options, March 31, 20 2,637,10. $7.71- $65.0¢  $39.4(
Options exercisable, March 31, 2C 1,373,43! $7.71- $64.3¢  $ 26.2¢

Changes in the number of unvested stock optioriggitine nine months ended March 31, 2006, togetiitbrthe corresponding
weighted-average fair values are as follows:

Weighted-

Average

Number of Grant Date

Options Fair Value

Unvested at July 1, 200 844,67 $ 14.9¢
Granted 857,39! 26.41
Vested (333,839 19.3¢
Forfeited (104,56¢) 16.6¢€
Unvested at March 31, 20! 1,263,66 $ 21.44

During the nine months ended March 31, 2006, the@my granted 125,480 RSUs, and during this samiedy®,727 RSUs were

forfeited due to employee terminations. As of MaBdh 2006, there were 245,525 RSUs outstandingruhdel996 Plan. Beginning
January 1, 2006, the Company started granting sludinestricted stock in lieu of RSUs, and madentgraf 7,200 restricted shares

during the three months ended March 31, 2006.

Information regarding the cash proceeds received tlae intrinsic value and income tax benefitsizeal resulting from option exercises
during the nine months ended March 31, 2006, af% 28 as follows:

2006 2005

Amounts realized or received from stock option ebssss:
Cash proceeds receiv $ 7,71  $14,81;
Intrinsic value realize: $15,10.  $31,79:
Income tax benefit realize $ 539 $12,08:

The total intrinsic value of RSUs that vested dgttime nine months ended March 31, 2006, and thbeaagfit realized by the Company,
was $476 and $171, respectively. There were no Rlder the 1996 Plan that vested during the ninetihscended March 31, 2005.

The fair value of stock options that vested dutimgnine months ended March 31, 2006 and 2005 @45 @ and $7,623, respectively.
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Outstanding Stock Option Information
Information regarding outstanding and exercisatieksoptions as of March 31, 2006, is as follows:

Options Outstanding Options Exercisable
Weighted Weighted
Weighted Average Weighted Average
Remaining Remaining
Average  Contractual Average  Contractual
Number Exercise Intrinsic Number Exercise Intrinsic
Range of Exercise Price of Options Price Life Value of Options Price Life Value
$0.0(-$9.99 273,65. $ 891 $ 3.0z $15,55: 273,65 $ 891 $ 3.0z $15,55:
$10.0(-$19.99 99,73: 10.6¢ 4,12 5,49¢ 99,73: 10.6¢ 4,12 5,49¢
$20.0(-$29.99 331,53 21.5( 52¢ 14,67( 331,53: 21.5C 528 14,67(
$30.0(-$39.99 723,71 35.2¢ 6.82 22,05! 577,76¢ 35.5¢ 6.7 17,43
$40.0(-$49.99 371,54. 41.3¢ 5.72 9,06¢ 52,00: 47.17 7.5C 96€
$50.0(-$59.99 58,00( 55.5¢ 3.64 274 6,75( 53.91% 0.6: 80
$60.0(-$69.99 778,92 63.1: 6.27 2,045 32,00( 64.3¢ 3.67 45

2,637,10. $39.4( $ 5.7/ $69,16( 1,373,43 $26.2¢ $ 5.3t $54,24¢

As of March 31, 2006, there was $19,967 of totakaagnized compensation costs related to stockmps8cheduled to be recognized
over a weighted average period of 3.75 years, 8itb$ of total unrecognized compensation costedltd restricted shares and RSUs
scheduled to be recognized over a weighted-avgradged of 2.03 years.

Effects of Non-substantive Vesting Provisions

During the year-end June 30, 2004, the Companyrbtgiaclude a provision in RSU grants that prodider accelerated vesting upon
retirement at or after age 65. The Company extettidediccelerated vesting condition to grants af-goalified stock options beginning
July 1, 2004.

In conjunction with its adoption of FAS 123R, therfipany began to recognize the expense associatedR®s and non-qualified
stock options granted on or after July 1, 200®ntployees that have reached, or are close to repadme 65, in accordance with EITF
Bulletin No. 00-23]ssues Related to the Accounting for Stock Compiensander APB Opinion No. 25 and FASB Interpreati

No. 44, (EITF 00-23). EITF 0®3 requires that the value of equity instrumentaraed to employees that are eligible for retiremant
that contain terms which provide for immediate westpon retirement, be recognized in full on tlagedof grant. EITF 00-23 also
requires that the value of such equity instrumgrasited to employees nearing retirement age b@néced ratably over the period frc
the date of grant to the date the grantee is édigdy retirement. Immediate recognition of expe(the non-substantive vesting method)
is required even when the grantee has remaingaans to remain, an employee of the Company bejlomeéligible retirement age.

Prior to July 1, 2005, the Company did not appby tlon-substantive vesting method in recognizingpemmation expense pertaining to
RSUs in its consolidated financial statements.Harmhore, the Company historically did not apphg thiovision of EITF 00-23 when
disclosing, in the notes to its consolidated finahstatements under the provisions of FAS 123 ptiseforma effect of stock-based
compensation expense pertaining to stock optioaistgd to those age 65 or older. Under the modiBéwspective application method
of FAS 123R, the Company has recognized the expatriieuted to such grants consistently with thexnga previously applied for pro-
forma disclosure purposes.
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Had the Company applied the non-substantive vestietipod of EITF 00-23, the net income and basicdiluded earnings per share for
the nine months ended March 31, 2005, as restatmdd have been as follows (unaudited):

Amounts
Amount As Restate( Effect of Retirement As Adjusted for
Application of
for Retrospective Vesting Provisions Retirement Vesting
Application of To RSU and Stock
FAS 123R Option Expense Provisions
Net income $ 57,76¢ $ (1,457 $ 56,31¢
Weightec-average earnings per she
Basic $ 1.9t $ (0.05) $ 1.9C
Diluted $ 1.8¢ $ (0.08) $ 1.84

For all RSU and stock option grants made on or dfiey 1, 2005, the Company is applying the nonstartitive vesting method for
stock-based compensation expense recognition pespasad during the nine months ended March 31,,28668Company recognized
$4,909 of expense related to stock options and R&dpectively, under this vesting method.

K. Stock Purchase Pla

The Company adopted the 2002 Employee Stock PurdPlas (ESPP), Management Stock Purchase Plan (M&RPDirector Stock
Purchase Plan (DSPP) in November 2002, and implerdehese plans beginning July 1, 2003. There @¢050, 300,000, and 75,000
shares authorized for grants under the ESPP, M88BP 3PP, respectively. These plans provide empyeanagement, and directors
with an opportunity to acquire or increase owngrshierest in the Company through the purchaséafes of the Company’s common
stock, subject to certain terms and conditions.

For periods through June 30, 2005, the ESPP allaligitle full-time employees to purchase sharesashmon stock at 85 percent of
the lower of the fair market value of a share ahowon stock on the first or last day of the quaiigigible employees were provided the
opportunity to acquire Company common stock onoh gaarter. The maximum number of shares thatigibkd employee could
purchase during any quarter was equal to two tiameamount determined as follows: 20 percent of &meployee’s compensation over
the quarter, divided by 85 percent of the lowethef fair market value of a share of common stockhenlast day of the offering period.

Effective July 1, 2005, in connection with the atiop of FAS 123R, the Company amended the terntseoESPP by reducing the
discount at which employees could purchase stawk ft5 percent to 5 percent of the fair market vaimaddition, the feature whereby
the discount was applied to the lower of the faarket value of a share of common stock at the Iméggnor end of a quarter was
replaced with a requirement to apply the discoarhé price of a share on the last day of eachtgudtligible employees continue to
provided the opportunity to acquire Company comrmstmeck once each quarter.

In connection with the Company’s retrospective aapion of the provisions of FAS 123R, stock congaion costs pertaining to the
shares of common stock purchased under the ESRReftinree and nine months ended March 31, 20@& heen reflected in the
consolidated statement of operations, as restiiethis period. Stock compensation expense relatdkde employee purchase of shares
of common stock for the three and nine months endi@ah 31, 2005 was $450 and $1,300, respectively.

Under FAS 123R, the Company’s ESPP, as amendadt mompensatory. Therefore, the Company was molined to recognize
compensation expense related to shares sold umel&3PP for the three and nine months ended Mdrch0B6.

As of March 31, 2006, participants have purchaggutaximately 362,000 shares under the ESPP atghvesl average price per share
of $43.01. Of these shares, approximately 24,00@ warchased at $54.51 per share during the thoe¢hs ended March 31, 2006, and
approximately 100,000 were purchased at a weigiedage price per share of $51.62 during the nimetihs ended March 31, 2006.

The MSPP provides those senior executives withkdtotding requirements a mechanism to receive R8WUsu of up to 30 percent of
their annual bonus. For fiscal years through Juhe€805, RSUs were awarded under the MSPP at 8&mieof the market price of the
Company’s common stock on the date of the awardlsR&varded in lieu of bonuses earned in periodsbaw July 1, 2005, will be
granted at 95 percent of the market price of themm@any’s common stock on the date of the award. Rgbisted under the MSPP vest
at the earlier of 1) three years from the grané d2) upon a change of control of the Company p®nua participant’s retirement at or
after age 65, or 4) upon a participant’s deathesnyanent disability. Vested RSUs are settled imeshaf common stock.
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The Company has recognized the value of the disapplied to RSUs granted under the MSPP as stotipensation expense ratably
over the three-year vesting period. The expensge@lto these RSUs totaled $153 and $86 for tremionths ended March 31, 2006
and 2005, respectively, and is included within iadi costs and selling expenses in the accompapingplidated statements of
operations.

As of March 31, 2006, there were 55,750 RSUs ondiitgy under the MSPP at a weighted-average priceh@e of $37.22. During the
nine months ended March 31, 2006, the Companyds$R£&53 RSUs at a weighted-average price per sfi&®g3.11 per share, of
which none have been forfeited.

The DSPP allows directors to elect to receive shafeestricted stock (RSUs through December 3@528at the market price of the
Companys common stock on the date of the award in lieupoto 50 percent of their annual retainer feest&eRSUs will be settled
shares of common stock. As of March 31, 2006, 3s3&8es of restricted stock and RSUs had beendasaer the DSPP at a
weighted-average price per share of $45.45, ariP2@main outstanding at a weighted-average pecelpare of $45.71.

L. Income Taxe:
The effective income tax rate for the three momtfided March 31, 2006 was 34.2%. This tax rateawsfline benefits realized from
research and development credits, and lower staés thased upon recently filed tax returns.

The Company completed a study of its research amdldpment activities, primarily related to the ®Iduring the nine months ended
March 31, 2006, and recognized a portion of an ebgoktax benefit to be claimed under the reseandhdavelopment credit provisions
of the Internal Revenue Code. The remaining poniotne benefit will be recognized through June Z1)6.

M. Earnings Per Sha

SFAS No. 128Earnings Per Shareequires dual presentation of basic and dilutediegs per share on the face of the income
statement. Basic earnings per share exclude dilatial are computed by dividing income by the waidl#verage number of common
shares outstanding for the period. Diluted earnpeysshare reflect potential dilution that coul@dwcif securities or other contracts to
issue common stock were exercised or convertectimtamon stock. Diluted earnings per share inclhédricremental effect of stock
options, restricted stock and restricted stocksucéiculated using the treasury stock method. Tiaet elow shows the calculation of
basic and diluted earnings per share for the tlard-nine-month periods ended March 31, 2006 a08,2@spectively:

Three Months Ended Nine Months Ended
March 31, March 31,
2006 2005 2006 2005
(as restated (as restated
for FAS 123R) for FAS 123R)
Net income $21,357 $ 20,29 $62,75( $ 57,76¢
Weighted-average number of basic shares outstawuidirigg the
period 30,22¢ 29,91¢ 30,14: 29,57¢
Dilutive effect of stock options, restricted shaaesl restricted stock
units after application of treasury stock metl 933 80C 93¢ 97¢
Weighted-average number of diluted shares outstgrdiring the
period 31,15¢ 30,71 31,08 30,551
Basic earnings per she $ 0.71 $ 0.6¢ $ 2.0¢ $ 1.9t
Diluted earnings per sha $ 0.6¢ $ 0.6€ $ 2.0Z $ 1.8¢

N. Acquisitions
On October 1, 2005, the Company acquired all obtltstanding stock of Tech Computer Office Limi{@€O), a company based in 1

United Kingdom, which sells proprietary resourcenagement software mainly to UK government departmes well as specified
products for architects and engineers. TCO cortiih®2,700 of revenue for the period of Octobe&tD5 to March 31, 2006.

On October 16, 2005, the Company acquired all ®fotltstanding shares of National Security Resedémnch(NSR), headquartered in
Arlington, Virginia. The acquisition allows the Cpamy to expand its strategic consulting servicdbénareas of homeland security,
command and control, missile defense and intematisecurity. NSR contributed revenue of $9.4 wmnillfor the period of October 16,
2005 to March 31, 2006.
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The combined purchase consideration to acquire AADONSR was $38.8 million, of which $38 million Hasen paid as of March 31,
2006. The remaining $0.8 million due pertains ® @lequisition of TCO, and is scheduled to be paidminstallment basis through
December 2008, subject to earnings of TCO throhghperiod.

Approximately $22.9 million of the combined purcha®nsideration for TCO and NSR has been allodatgdodwill, based on a
combined value of net tangible assets of $7.1 oni/land an estimated combined value of $8.8 miltibidentifiable intangible assets,
consisting primarily of contract work backlog angstomer relationship values. The value attributethé identifiable intangible asset
being amortized on an accelerated basis over peratying from one to seven years.

On March 1, 2006, the Company acquired substaytdiliof the assets of ISS, a certified informatienhnology provider with clients
the Department of Defense and other agencies détteral government. ISS is headquartered in Gaitlueg, Maryland, and brings
approximately 950 employees to the Company. IS%itorted $13.8 million of revenue during the onemoended March 31, 2006.
The total purchase consideration for the ISS bssimeas $145.8 million, of which $7.3 million hashealeposited to various escrow
accounts pending achievement of goals and objectisalefined, and final determination of the nettlwof the assets acquired.

Based on a preliminary analysis, approximately $@fon of the purchase consideration has beercatkd to goodwill, based on a
value of net tangible assets of $27.3 million, ancestimated combined value of $19.5 million ohitifeable intangible assets,
consisting primarily of contract work backlog angstomer relationship values. The value attributethé identifiable intangible asset
being amortized on an accelerated basis over peratying from one to seven years.

For each of these acquisitions, the Company ikerptocess of completing its evaluation of assedsieed and obligations assumed,
will adjust the valuations of the net assets upmmpmleting these studies. The Company does not egp@cstments arising from the
final evaluations to have a significant impact tafinancial statements.

The following unaudited pro forma combined conderstatement of operations information sets forthabnsolidated revenue, net

income and diluted earnings per share of the Comnfmarthe three and nine months ended March 316 20@ 2005, as if each of the
above-mentioned acquisitions had occurred Janua@@d6 and July 1, 2005, respectively. This unagiditro forma information does
not purport to be indicative of the actual resthst would have occurred if the acquisitions hatdiaty been completed on the dates

indicated.
Three Months Ended Nine Months Ended
March 31, March 31,
(amounts in thousands, except per share data) 2006 2005 2006 2005
Revenue $462,21¢ $461,79° $1,421,89  $1,349,25.
Net income 22,19, 21,29: 64,82 59,93:
Diluted earnings per sha 0.71 0.6¢ 2.0¢ 1.9¢

O. Subseguent Evel

On May 1, 2006, the Company completed its mergér Adphalnsight Corporation, an information tectog} company that specializes
in serving the federal government primarily in Hreas of software and systems engineering, netargglneering and management, and
information assurance and security. Alphalnsigbtéases the Company’s business with civilian agsnaf the federal government and
adds approximately 360 employees, most of whom seddirity clearances.
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P.

Business Segment Informati

The Company reports operating results and finanieitd in two segments: domestic operations andnati®enal operations. Domestic
operations provide information technology and comitations solutions through all four of the Companyajor service offerings:
systems integration, managed network services, letine management and engineering services. Iteroess are primarily U.S.
federal agencies. However the Company also seraesnher of agencies of foreign governments andesemgtomers in the commerc
and state and local sectors. International operatiffer services to both commercial and governmastomers primarily through the
Company’s systems integration line of business. Cbmpany evaluates the performance of its operatggnents based on income
before income taxes. Summarized financial infororationcerning the Company’s reportable segmerstsdg/n in the following tables.

(amounts in thousands) Domestic International Total
Three Months Ended March 31, 200¢

Revenue from external custom: $ 419,77¢ $ 15,58 $ 435,35¢
Pre-tax income 31,62« 84¢ 32,47:
Three Months Ended March 31, 200¢ $ 400,65: $ 14,29t $ 414,94¢
Revenue from external custom: 31,54: 965 32,50¢
Pre-tax income— as restate:

Nine Months Ended March 31, 200¢ $1,232,44! $ 45,54¢ $1,277,99!
Revenue from external custom: 93,64¢ 4,152 97,797
Pre-tax income

Nine Months Ended March 31, 200¢ $1,153,14i $ 40,13¢ $1,193,28.
Revenue from external custom: 90,627 2,53¢ 93,16¢

Pre-tax income- as restate
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Item 2. Managements Discussion and Analysis of Financial Condition ahResults of Operations
Results of Operations for the three months ended Mah 31, 2006 and 2005.

Revenue . The table below sets forth revenue by customer sagwith related percentages of total revenueHerthree months ended
March 31, 2006 (FY2006) and 2005 (FY2005), respebti

Three Months Ended March 31, Change
(amounts in thousands) 2006 2005 $ %
Department of Defens $320,06: 73.2% $301,50! 72.6% $18,55¢ 6.2%
Federal Civilian Agencie 91,04¢ 20.% 90,29 21.&% 754  0.8%
Commercial 18,13: 4.2% 16,92¢ 4.1% 1,208 7.1%
State & Local Governmen 6,11°F 1.4% 6,22( 1.5% (105 (1.9%
Total $435,35¢ 100.0%6 $414,94¢ 100.% $20,41! 4.%

For the three months ended March 31, 2006, tot@mee increased by 4.9%, or $20.4 million, oveerrie from the same period a year ago.
The revenue growth for the quarter was generatdalibinesses acquired thus far in FY 2006, inclutNagonal Security Research, Inc.
(NSR) and Tech Computer Office Limited (TCO), a gamy based in the United Kingdom, in October 2@0, substantially all of the ass
and operations of Information Systems Support, (I8S), effective March 1, 2006. For the month ddribh, ISS alone contributed $13.8
million of revenue. Revenue from existing operagiovas essentially flat quarter over quarter. Tleegiase in revenue from existing operat
attributed to higher levels of materials and suli@m services provided to our customers was Igrgiset by the loss of certain re-compete
work.

Department of Defense (DoD) revenue increased 6a2%18.6 million, for the three months ended Ma3th2006, as compared to the same
period a year ago. The majority of this growth cdmen revenue generated by businesses acquiredgdal 2006, including $5.5 million
from NSR, and $11.7 million from ISS. The balanégmwth is attributed to a net increase in reveeamed from existing customers.
Greater revenue earned from services and materiadéded to our U.S. Navy and intelligence agenestomers was largely offset by a
decrease in quarter over quarter revenue causteebgss of re-compete work, most of which was led to Department of Defense
customers.

Revenue from Federal Civilian Agencies increas8&.or $0.75 million, for the three months endedd®e81, 2006 as compared to the
same period a year ago. The net increase is comgpoisincreases in revenue attributed to ISS addiadal services provided to the Veter:
Benefit Administration (VBA), and a decrease ingeue earned from the Company’s Department of Ju@hi©J) litigation support contract,
where case work on some programs is approachimgrisiusion. ISS contributed $1.6 million of incremal federal and civilian agency
revenue during the quarter, and additional senaeesmaterials provided to the VBA generated $3ldom of incremental revenue. These
increases were largely offset by a $4.5 millionuettbn in revenue earned under the DOJ litigatigopert contract, which decreased from
$23.8 million for the three months ended MarchZ105 versus $19.3 million earned in the currenioger

Commercial revenue increased 7.1%, or $1.2 mifiarthe third quarter ended March 31, 2006 as caathto the same period a year ago.
Commercial revenue is derived from both internal@nd domestic operations. The international dimra accounted for $15.6 million, or
85.9%, of the total Commercial revenue, while thendstic operations accounted for $2.5 million, #r1%. All of the increase results from
our acquisition of TCO in the U.K.

Revenue from State and Local Governments decresdiggdy by 1.7%, or $0.1 million, for the quartended March 31, 2006, as compared to
the same period a year ago. This decrease is piyrttag result of fewer services provided undemagke contract within the State and Local
Government marketplace. Revenue from State andl Gmaernments represented 1.4% and 1.5% of the @oyptotal revenue for the

three months ended March 31, 2006 and 2005, regekyct
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Income from Operations. The following table sets forth the relative peregya that certain items of expense and earningstbesyenue for
the quarters ended March 31, 2006 (FY2006) and PP¥3005), respectively.

Percentage of Revenue

Dollar Amount Three Three Months Ended Second Quarter
Months Ended March 31, March 31, Increase (Decrease)
(amounts in thousands) FY2006 FY2005 FY2006 FY2005 $ %
(as restatec
(as restate(
for FAS for FAS
123R) 123R)
Revenue $435,35¢ $414,94¢ 100.(% 100.(% $ 20,41 4.9%
Costs and expense
Direct costs 279,14; 259,73 64.1 62.€ 19,40¢ {25
Indirect costs and selling expen: 111,28: 110,97t 25.t 26.7 30¢€ 0.3
Depreciation and amortizatic 8,11¢ 8,07t 1.9 2.C 43 0.5
Total costs and expens 398,54: 378,78( 91.t 91.c 19,75: 5.2
Income from operatior 36,81¢ 36,15¢ 8.5 8.7 66C 1.8
Interest expense, n 4,34¢€ 3,652 1.C 0.8 694 19.C
Earnings before income tax 32,47 32,50¢ e 7.8 (34 (0.
Income taxe: 11,11¢ 12,21 2.€ 2.8 (1,096 (9.0
Net Income $ 21,35 $ 20,29t 4.5% 4% $ 1,062 5.2%

The Company began complying with Statement of FKiirsi\ccounting Standards No. 123RShare Based PaymenFAS 123R) effective
July 1, 2005. FAS 123R addresses the expensingpdf sptions and other equity awards to a compaayiployees and directors. The results
described in this reflect the adoption of FAS 128fRctive July 1, 2005, using the modified retragpe approach. Accordingly the third
quarter of fiscal year 2005 (FY2005) has been tedt® reflect the effect of recognizing stock optand other stock-based compensation
expense.

Income from operations was $36.8 million for thedtguarter ended March 31, 2006, an increase @@bMillion, or 1.8%, over restated
income from operations of $36.2 million for thegrmonths ended March 31, 2005. Income from operafs a percent of revenue declined
from 8.7 percent to 8.5 percent quarter over quarienarily due to the greater concentration ofeottlirect costs relative to total direct costs.
As described below, other direct costs increas@i8bhillion during the three months ended MarchZI)6 versus the same period a year
ago. The services and material components of dfihect costs do not provide operating margins ghk s those provided by direct labor
services, and thus have the effect of decreasmgvhbrall operating margin rates.

As a percent of revenue, direct costs were 64.186ar6% for the three months ended March 31, 20062805, respectively. Direct costs
include direct labor and “other direct costs” sashequipment purchases, subcontractor costs arel égpenses. Other direct costs are
common in our industry; incurred in response tacBjeclient tasks, and vary from period to period.

Direct labor was $128.2 million and $127.6 millifw the third quarters of FY2006 and FY2005, resipety. The net increase in direct labor
is attributed to offsetting factors. Direct labocieased as a result of salary and wage increaseslibas incremental labor brought on with
the businesses acquired thus far in FY 2006. Timeseases were almost entirely offset by decreimsésect labor resulting from the loss of
certain re-compete work and the reduction in ses/rovided to DOJ.

Other direct costs were $150.9 million and $132illion during the third quarters of FY2006 and FYOB) respectively. The $18.8 million
increase was the result of increased volume ofrigsirders across all service offerings of the Canyp in particular to those provided to
intelligence agencies of the federal governmentyelsas other direct costs incurred within the BS8iness acquired effective March 1, 2(

Indirect costs and selling expenses include fringieefits, marketing and bid and proposal coststantilabor, stock based compensation, and
other discretionary costs. Many of these expenehighly variable. As a percentage of revenueréut costs and selling expenses were
25.5% and 26.7% for the nine months ended Marcl2@16 and 2005, respectively. Increases in indirests and selling expenses resulting
from the recent business acquisitions were larg#get by decreases in fringe benefit costs remyftiom reductions in direct labor as
described earlier. This decrease in percentage F6B0D05 to FY2006 also results from the increasettirer direct costs, which generally do
not require additional or incremental indirect sost
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One component of indirect cost and selling expeisss®ck compensation. Under its 1996 Stock IrigerRlan, the Company grants non-
qualified stock options, shares of restricted stacid restricted stock units to senior executivebatficers as a form of long-term incentive
compensation. Total stock compensation expensthéathree months ended March 31, 2006, increasddrilion, to $3.0 million, versus

the same period a year ago. The increase resuttanily from a greater level of outstanding and ested equity instruments during the three
months ended March 31, 2006, relative to the saniegha year ago, and increased valuations assigneglity instrument grants in recent
years. The value assigned to -qualified stock options has increased from a weidglaverage of $11.89 per option during the figealr

ended June 30, 2004, to $15.96 for FY2005, an@&44 for the nine months ended March 31, 2006.\ii¢ighted average values of
restricted shares and restricted stock units, whrehvalued at the price of a share of common stodke grant date were $62.39 and $41.21
for grants made during the nine months ended Mat¢l2006 and 2005, respectively.

Depreciation and amortization expense was $8.Iamifor both the three months ended March 31, 2@606,2005, respectively. As a
percentage of revenue, depreciation and amortizatxpense remained approximately the same at 11@%2.8% for the third quarters ended
March 31, 2006 and 2005, respectively.

The Company incurred net interest expense of $4l®mand $3.7 million for the quarters ended Mag1, 2006 and 2005, respectively.
majority of the interest expense relates to the @amyg’s borrowings made in May 2004 to help finatieeacquisition of the Defense and
Intelligence Group (the D&IG) of American Managerh8gstems, Inc. The increase during the three nsoertided March 31, 2006, versus
the same period a year ago, resulted from the #rgeisitions completed thus far in FY2006. To fiicathe acquisitions, the Company used
existing cash and marketable securities, whichexdirgerest income to subsequently decrease anthefdSS acquisition on March 1, 2006,
received a $25 million advance under the Compatrgdit facility.

The effective income tax rates for the three moetided March 31, 2006 and 2005, were 34.2% an®@ fdspectively. The lower tax rate
for the three months ended March 31, 2006, primagillects the benefits realized from increasirgeeech and development credits, and
lower state rates based upon recently filed taxnst The research and development credits werergiea primarily from activities of the
D&IG business and are expected to provide tax hisnfough June 30, 2006.
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Results of Operations For the nine months Ended Marh 31, 2006 and 2005.

Revenue . The table below sets forth revenue by customer sagwith related percentages of total revenueHemine months ended
March 31, 2006 (FY2006) and 2005 (FY2005), respebti

Nine Months Ended March 31, Change
(amounts in thousands) 2006 2005 $ %
Department of Defens $ 934,600 73.1% $ 863,90t 72.4% 70,69: 8.2%
Federal Civilian Agencie 272,11¢  21.2% 262,49 22.(% 9,62/ 3.7%
Commercial 53,02( 4.2% 49,24¢ 41% 3,77z 1.7%
State & Local Governmen 18,25¢ 1.4% 17,63t 1.5% 621 3.5%
Total $1,277,99' 100.(% $1,193,28 100.96 84,71: 7.1%

For the nine months ended March 31, 2006, totamee increased by 7.1% or $84.7 million, over traes period a year ago. Approximately
$58.8 million or 69.5% of this growth was organimacross a broad base of Department of Defentsdlijgence and federal civilian agency
customers. This growth is primarily for the suppafrtnission-critical needs of its Army, Navy anddiligence community customers. The
acquisitions of ISS, NSR and TCO accounted for @0.6r $25.9 million of the revenue growth.

Department of Defense revenue increased 8.2%,@ $illion, for the nine months ended March 310@0as compared to the same peri
year ago. The Compa’s work with the U.S. Army is driven by the needstgpport the warfighter, particularly through astical military
intelligence, communications and logistics captibdi The Company showed growth in its work wite thS. Navy, with increased levels of
work coming through the Seaport Enhanced contreleicle and from its growing presence in supporbiayal Aviation. The acquisitions of
ISS and NSR accounted for 29.3%, or $20.7 millibthe growth within the Department of Defense rawen

Revenue from Federal Civilian Agencies increas&&a3or $9.6 million, during the nine months ended®ie31, 2006 as compared to the
same period a year ago. This was driven primardynfthe Company’s work with the Veterans Benefitiistration and national
intelligence customers along with the previoushynti@ned acquisitions of ISS and NSR. These revegairgs were partially offset by the
decrease in DoJ litigation support work. Approxietat22.0% of the Federal Civilian Agency revenueswdarived from the DoJ. Revenue
from DoJ was $59.8 million and $69.7 million foethine months ended March 31, 2006 and 2005, réeplgc This decrease of $9.9 million
was attributable to the decline of certain Dodjdition case work which is approaching its conclusio

Commercial revenue increased 7.7%, or $3.8 milliuming the first nine months of FY2006 as compdoethe same period a year ago.
Commercial revenue is derived from both internatl@and domestic operations. The international dfwera accounted for $45.5 million, or
85.9%, of the total Commercial revenue, while tbendstic operations accounted for $7.5 million, 4r1%. The growth in commercial
revenue came from international operations withenWnited Kingdom (UK). The UK growth was attribbita primarily to the Company’s
marketing systems group that supplies demogragifieare and data services and the Company’s sodtegvices business particularly in
the retail and telecommunications sectors. Theiaitgun of TCO also added to the revenue growtthis area.

Revenue from State and Local Governments increlap&5%, or $621,000, for the nine months endedc&d, 2006, as compared to the
same period a year ago. This increase is attriltoted increased demand for information technokmyyices that were provided across a
number of states. Revenue from State and Local oents represented 1.4% and 1.5% of the Compaotglkrevenue through the first
nine months of FY2006 and FY2005, respectively.

25



Table of Contents

Income from Operations. The following table sets forth the relative peregya that certain items of expense and earningstbesyenue for
the nine months ended March 31, 2006 (FY2006) &@% ZFY2005), respectively.

Dollar Amount Percentage of Revenue
Nine Months Ended Nine Months Ended
March 31, March 31, Change
(amounts in thousands) 2006 2005 2006 2005 $ %
(as restated (as restatec
for FAS for FAS
123R) 123R)
Revenue $1,277,99! $1,193,28. 100.(% 100.(% 84,71: 7.1%
Costs and expense
Direct costs 820,75¢ 741,190 64.2% 62.1% 79,56¢ 10.7%
Indirect costs and selling expen: 324,10¢ 323,90¢ 25.4% 27.2% 19¢  0.1%
Depreciation and amortizatic 23,59 24,07 1.8% 2.C% 47 (2.0%
Total costs and expens 1,168,46. 1,089,17. 91.4% 91.2%  79,28¢ 7.2%
Income from operatior 109,53: 104,11( 8.6% 8.7% 542 5.2%
Interest expense, n 11,73¢ 10,94¢ 0.8% 0.8% 791 7.2%
Earnings before income tax 97,79 93,16¢ 7.1% 7.8% 4,632 5.(%
Income taxe: 35,045 35,39¢ 2.8% 3.C% (359 (1.0%
Net Income $ 62,75 $ 57,76¢ 4.5% 4.8% $ 4,98 8.€%

The Company began complying with Statement of Kiisi\ccounting Standards 123Rshare Based PaymenfFAS 123R), effective

July 1, 2005. FAS 123R addresses the expensingpdf sptions and other equity awards to a compaayiployees and directors. The results
described in this section include the adoptiorhi tule. As the Company elected to adopt FAS 128IRg the modified retrospective
approach, the first nine months of fiscal year 2(f062005) have been restated to reflect the effeotcognizing stock option and other
stock-based compensation expense.

Income from operations was $109.5 million for tleermonths ended March 31, 2006. This is an inere&$5.4 million or, 5.2%, over
restated income from operations of $104.1 millibMarch 31, 2005.

As a percent of revenue, direct costs were 64.2862r % for the nine months ended March 31, 20@62895, respectively. Direct costs
include direct labor and “other direct costs” sashequipment purchases, subcontractor costs ared égpenses. Other direct costs are
common in our industry, are incurred in responseptecific client tasks, and vary from period toiper

Direct labor was $368.4 million and $364.7 millifar the first nine months of FY2006 and FY2005 pestively. The increase in direct labor
was attributable to the internal growth within fezlegovernment business and the acquisitions of N&R, and TCO. This was patrtially off
by the loss of certain re-compete contract workl, @ameduction in services provided under a litasupport contract with the Department of

Justice.

Other direct costs were $452.3 million and $376ifian during the first nine months of FY2006 an¥Z005, respectively. The increase in
other direct costs was the result of increasedmelof tasking across all of the service offerimgémnarily within the national intelligence and
defense agencies, along with the acquisitions 8f SR and TCO.

Indirect costs and selling expenses include fringeefits, marketing and bid and proposal costsrentllabor, stock-based compensation, and
other discretionary costs. Many of these expensehighly variable. As a percent of revenue, inttiests and selling expenses were 25.4%
and 27.2% for the nine months ended March 31, 20@62005, respectively. The decrease from FY20®6/®005 is primarily the result of
the increase in other direct costs, which genedalyot require additional or incremental indireasts.
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One component of indirect cost and selling expeisss®ck compensation. Under its 1996 Stock IrigerRlan, the Company grants non-
qualified stock options, shares of restricted stacid restricted stock units to senior executivebatficers as a form of long-term incentive
compensation. Total stock compensation expensthéonine months ended March 31, 2006, increasddrsdlion, to $12.6 million, versus
the same period a year ago. The increase resuttanily from the accounting treatment of certaiocst option grants made to employees that
were 65 or older. For these options, the full valfithe underlying grant is expensed immediatelyrandate of the grant, rather than
amortized over a period of time. This accountimgtment was applied to equity awards beginningdfigisl year. The Company’s stock
option expense for the first quarter of FY2006, &rdeach fiscal first quarter going forward, igpexted to be higher than for the remaining
quarters due to grants occurring in the first qerai employees at or above the age of 65.

The increase is also attributable to a greatel lgveutstanding and unvested equity instrumentiduthe nine months ended March 31,
2006, relative to the same period a year ago, mereéased valuations assigned to equity instrummamitg)in recent years. The value assigned
to non-qualified stock options has increased froneahted average of $11.89 per option during ibeaf year ended June 30, 2004, to
$15.96 for FY2005, and to $26.41 for the nine merghded March 31, 2006. The weighted-average lgeants of restricted stock and
restricted stock units which are valued at thegpata share of common stock on the date of gren¢ \$62.39 and $41.21 for grants made
during the nine months ended March 31, 2006 an& 2@3pectively

Depreciation and amortization expense was $23.6omiand $24.1 million for the nine months endedrdle31, 2006, and 2005, respectivi
As a percentage of revenue, depreciation and amaticth expense was 1.8% and 2.0% for the first minaths of FY2006 and FY2005,
respectively. This decrease of $0.5 million, o2, 0s the result of reduced intangible amortizatbassets acquired in the recent
acquisitions, primarily the May 2004 acquisitiontioé D&IG. The intangible assets from the acquisitf the D&IG as well as those acqui
with other recent acquisitions are being amortizedn accelerated basis.

The Company incurred net interest expense of $hlllion and $10.9 million for the nine months endddrch 31, 2006 and 2005,
respectively. The majority of the interest experedates to the Comparg/borrowings made in May 2004 to help finance ttguasition of the
D&IG. The $0.8 million increase in net interest erpe during the nine months ended March 31, 2688us the same period a year ago
resulted from the three business acquisitions ceragdlthus far in FY2006. To finance these acqoisitiof ISS, NSR and TCO, the Company
used existing cash, which caused interest inconsetisequently decrease, and a $25 million advamderidhe Company’s credit facility.

The effective income tax rates for the nine momthded March 31, 2006 and March 31, 2005 were 32u8338.0%, respectively. The lower
tax rate for the nine months ended March 31, 20D06avily reflects the benefits realized from incsigy research and development credits,
and lower state taxes based upon recently filedetaxns. The research and development credits gearerated primarily from activities of
the D&IG business and are expected to provide &efits through June 30, 2006.
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Liquidity and Capital Resources

Historically, the Company positive cash flow from operations, and its ald#@ credit facilities, have provided adequateitiiqy and workin¢
capital to fund the Company’s operational needsh@ws from operations totaled $93.9 million &&6.1 million for the nine months
ended March 31, 2006 and 2005, respectively.

Between March 2002 and May 2004, the principal s®wif liquidity and capital to fund business acijiaiss were the proceeds from the
Companys March 2002 offering of 4.9 million shares of coomrstock. The Company raised $161.5 million froms tffering, and during tr
period between March 2002 and May 2004, investgdaqmately $170.2 million in the acquisition ofjbt businesses. Operating cash flows
and borrowings under credit facilities were usedupplement the offering proceeds, as necessafyntbthe acquisition of these eight
businesses.

To fund the acquisition of the D&IG, the Companyezad into a $550 million credit facility (the 20@4edit Facility), which includes a $200
million revolving credit facility (the Revolving Edity), and a $350 million institutional term lodthe Term Loan). The initial borrowings
under the 2005 Credit Facility were $422.6 milli@uring the nine months ended March 31, 2006, the@ny received a $25 million
advance under the Revolving Facility to help firaits acquisition of ISS. The outstanding balangeger the Term Loan and Revolving
Facility were $343 million and $25 million, respieety, at March 31, 2006.

The Revolving Facility is a five-year, secured lacithat permits continuously renewable borrowiredap to $200 million, with annual
sublimits on amounts borrowed for acquisitions. Rexolving Facility permits one, two, three and si@nth interest rate options. The
Company pays a fee on the unused portion of tkiitia

The Term Loan portion of the 2004 Credit Facildyai seven-year secured facility under which prizggayments are due in quarterly
installments of $0.875 million at the end of eaiskedl quarter through March 2011, and the balaf&325.5 million is due in full on May 2,
2011.

Interest rates for both revolving credit and tdaan borrowings are based on LIBOR, or the higlieh® prime rate, or federal funds rate, |
applicable margins. Margin and unused fee rateseermined quarterly based on the Company’s lgeeratios. The Company is expected
to operate within certain limits on leverage, nerttlv and fixed-charge coverage ratios throughoaiténm of the 2004 Credit Facility. The
total costs associated with securing the 2004 CFeiility were approximately $8.2 million, and dreing amortized over the life of the 2004
Credit Facility.

In May 2005, the Company amended the 2004 Creditifyaby reducing the margins applicable to th&0R and prime and federal funds
rate factors, and in June entered an interestred@ agreement covering a portion of the outstantdinm loan balance. The Company
incurred approximately $0.5 million of fees to ardehe 2004 Credit Facility, which has been captaliand is being amortized over the
remaining term of the 2004 Credit Facility.

The Company also has amounts due under a leasenagmeclassified as a capital lease for reportimpgses, amounts due under a mortgage
note payable, and maintains a line of credit facih the United Kingdom. The total principal dueder the capital lease agreement and the
mortgage note payable was $1.3 million at March2BD6. The total amount available under the linereflit facility in the UK, which is
scheduled to expire in December 2006, is approxm&0.9 million. As of March 31, 2006, the Compdrad no borrowings under this

facility.

Cash and equivalents were $73.9 million and $188lidon at March 31, 2006 and June 30, 2005, retpaly. The Companys operating ca:s
flow increased to $93.9 million for the first nin@nths of FY2006, as compared to $66.1 million dhersame period a year ago. The
primary driver behind the higher operating casWwfleas improvement in days-sales-outstanding (D®S)O decreased to 73 days as of
March 31, 2006, down 3 days from March 31, 2005.

The Company used cash in investing activities &7$a million and $13.7 million for the nine montsded March 31, 2006 and 2005,
respectively. This increase of approximately $178ilon was primarily the result of the Compangsquisitions of ISS, NSR and TCO, all
of which were completed in FY2006.

Cash provided by financing activities totaled $3%ilion in the first nine months of FY2006, whitash used in financing activities was
$41.3 million in the first nine months of FY2005hi$ increase was primarily attributable to $64.8iam of repayments under the Compasiy
Revolving Facility in FY2005, versus net borrowirgs$22.2 million in FY2006.

Cash flows from financing activities benefited framoceeds received from the exercise of stock optiand purchases of stock under the
Company’'s Employee Stock Purchase Plan. Proceenstfrese activities totaled $13.4 million and $1illion during the first nine months
of FY2006 and FY2005, respectively. These amouriewffset by cash used to purchase stock tolfabiligations under the Employee
Stock Purchase Plan. Cash used to acquire stockm@snillion and $6.0 million during the first @rmonths of FY2006 and FY2005,
respectively.

On February 14, 2005, the Company filed a univesbalf registration statement on Form S-3 withSkeurities and Exchange Commission
to sell up to $400 million of common stock, preéetistock, or debt securities from time to timeme @r more public offerings. The
registration statement was amended and becameiedfat May 2005. The net proceeds from any saliefsecurities would be used for
acquisitions and other general corporate purposgsding repayment of debt, share repurchasescapithl expenditure:
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The Company believes that the combination of irstlyrgenerated funds, available bank borrowingshand cash equivalents on hand, will
provide the required liquidity and capital resosrocecessary to fund on-going operations, custocapifal expenditures, and other working
capital requirements.

Forward Looking Statements

There are statements made herein which may noésslthistorical facts and, therefore, could be jm&ted to be forward looking statements
as that term is defined in the Private Securitigigation Reform Act of 1995. Such statements afgect to factors that could cause actual
results to differ materially from anticipated rasulThe factors that could cause actual resultsfter materially from those anticipated
include, but are not limited to, the following: fegal and national economic conditions in the Uthifates and United Kingdom, including
conditions that result from terrorist activitieswear; changes in interest rates; currency fluctuesij failure to achieve contract awards in
connection with recompetes for present busineséandmpetition for new business; the risks andeutaénties associated with client interest
in and purchases of new products and/or servigggimed funding of U.S. Government or other pubctor projects, based on a change in
spending patterns, or in the event of a prioritgchéor funds, such as homeland security, the wadeorism or rebuilding Iraq; government
contract procurement (such as bid protest, smailhless set asides, etc.) and termination risksethdts of government investigations into
allegations of improper actions related to the miown of services in support of U.S. military opt@was in Irag; the results of various audits
conducted by the Defense Contract Audit Agencyividdal business decisions of our clients; theriicial condition of our clients; paradigm
shifts in technology; competitive factors such gsipg pressures and competition to hire and retaiployees (particularly those with
security clearances); our ability to complete anglement acquisitions appropriate to achievemewpuoftrategic plans; material changes in
laws or regulations applicable to our businessagiqularly in connection with (i) government caadts for services, (ii) outsourcing of
activities that have been performed by the govenin{gi) competition for task orders under GoveemhWide Acquisition Contracts
(GWACS) and/or schedule contracts with the Gergeavices Administration; and (iv) expensing of &toptions; our own ability to achieve
the objectives of near term or long range busipésass; and other risks described in the CompangtuBties and Exchange Commission
filings.

Iltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

The interest rates on both the Term Loan and thIRieg Facility are affected by changes in maikétrest rates. The Company has the
ability to manage these fluctuations in part thfougerest rate hedging alternatives. A 1.0% changterest rates on variable rate debt
would have resulted in the Company’s interest egpdhuctuating by approximately $2.6 million foethuarter ended March 31, 2006.

Approximately 3.6% and 3.4% of the Company’s togalenue in the first nine months of FY2006 and F¥20espectively, were derived
from our international operations, primarily in tdaited Kingdom. The Company’s practice in its mtgional operations is to negotiate
contracts in the same currency in which the predamnti expenses will be incurred, thereby mitigathngexposure to foreign currency
exchange fluctuations. It is not possible to acdhghis in all cases; thus, there is some riglt firofits will be affected by foreign currency
exchange fluctuations. As of March 31, 2006, thenGany had approximately $11.8 million in cash heldounds sterling in the United
Kingdom. This allows the Company to better utilitkecash resources on behalf of its foreign subsigs, thereby mitigating foreign currency
conversion risks.

Item 4. Controls and Procedures

As of the end of the 90 day period covered by tbort, the Company carried out an evaluation efetfiectiveness of the design and
operation of its disclosure controls and procedpregsuant to Exchange Act Rule 13a-15, under tpersision and with the participation of
the Company’s management, including the Compankisf@&xecutive Officer and Chief Financial Officer.

The term “disclosure controls and procedures,”&gdd in Rules 13a-15(e) and 15d-15(e) under steh&nge Act, means controls and other
procedures of a company that are designed to ettsarnformation required to be disclosed by a pany in the reports that it files or
submits under the Exchange Act is recorded, precessmmarized and reported, within the time perggmkcified in the SEC's rules and
forms. Disclosure controls and procedures includiyout limitation, controls and procedures desiji®ensure that information required to
be disclosed by a company in the reports thalei or submits under the Exchange Act is accumdilatel communicated to the company’s
management, including its principal executive aridgipal financial officers, as appropriate to alltimely decisions regarding required
disclosure. The effectiveness of a system of désok controls and procedures is subject to vafiterent limitations, including cost
limitation, judgments used in decision making, asggtions about the likelihood of future events, sbendness of internal controls, and fraud.
Due to such inherent limitations, there can begsugance that and system of disclosure controlpeswkdures will be successful in
preventing all errors or fraud, or in making alltaréal information knows in a timely manner to apgmiate levels of management.

Based upon that evaluation, the Company’s Chiethtee Officer and Chief Financial Officer conclutithat the Company’s disclosure
controls and procedures are effective to ensutdrifmation required to be disclosed in the répdinat the Company files or submits under
the Exchange Act is accumulated and communicatéd tbanagement, including the Company’s Chief tige Officer and Chief Financial
Officer, to allow timely decisions regarding recpdrdisclosures.

The Company reports that no changes in its interoadrols over financial reporting that have makyiaffected, or are reasonably likely to
materially affect, its internal control over finaakreporting (as defined in Rules 13a-15(f) and-15(f) under the Exchange Act) occurred
during the three months ended March 31, 2006.
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PART Il
OTHER INFORMATION

Item 1. Legal Proceedings
Appeal of CACI International Inc, ASBCA No. 5!

Reference is made to Part Il, Item 1, Legal Proicegsd in the Registrant’s Quarterly Report on FAORQ for the period ended December 31,
2005, for the most recently filed information cormiag the appeal filed on September 27, 2000, thiéhArmed Services Board of Contract
Appeals (“ASBCA”) challenging the Defense InfornmatiSystems Agency’s (“DISA”) denial of its claimrforeach of contract damages. The
Registrant’s appeal seeks damages arising from BIBr#&each of a license agreement pursuant to whielbepartment of Defense agreed to
conduct all electronic data interchanges (whichlmabroadly understood to mean e-commerce) ex@lysilairough certified value-added
networks, such as the network maintained by Regits wholly-owned subsidiary, CACI, INC.-FEDERAlor the period from September 2,
1994 through April 22, 1998. The ASBCA held that thRovernment breached its contract, but determtimetcho damages flowed to the
Company as a result of that breach.

Since the filing of Registrarg’report indicated above, the Federal Circuit Cotifippeals heard oral argument on April 6, 2008 msued it
decision affirming the ASBCA decision on April 0@5.

CACI Dynamics Systems, Inc. v. Delphinus Engingefirc., et al

Reference is made to Part Il, Item 1, Legal Proicggsd in the Registrant’s Quarterly Report on FAOnQ for the period ended December 31,
2005 for the most recently filed information cordag the suit filed on October 1, 2002 in the Udiftates District Court for the Eastern
District of Virginia against Delphinus Engineeringc., V. Allen Spicer and James R. Everett seelimgages and attorney’s fees arising
from defendant’s efforts to move business from CACDelphinus. The Company has collected the eptdgment against Delphinus and

Mr. Everett.

Since the filing of Registrant’s report describédee, we have been continuing efforts to colleetjttdgment against Mr. Spicer.

Saleh, et al. v. Titan Corp., et al, Case No. 041a¥3 R (NLS) (S.D. Cal. 2005)

Reference is made to Part Il, Item 1, Legal Proicggd in the Registrant’s Quarterly Report on FAOA) for the period ending December
2005 for the most recently filed information corgag the suit filed in the United States Districiu€t for the Southern District of California
against CACI International Inc, CACI, INC.-FEDERACACI N.V., and former CACI employee, Stephen Aefa&howicz, among other
defendants, seeking a permanent injunction, deolaraelief, compensatory and punitive damage$|érdamages and attorney’s fees arising
from defendant’s alleged acts against plaintiffapwere detainees at Abu Ghraib prison and elsemihdraq.

Since the filing of Registrant’s report describéwee, the U.S. District Court in Virginia reconsidé its decision to transfer the case and
again transferred the case to the U.S. DistrictrCiou the District of Columbia. On March 22, 20@#aintiffs filed a Third Amended
Complaint that added CACI Premier Technology, brd two former CACI employees as defendants. Thel Wmended Complaint consit

of several counts under the Alien Tort Statute, fancach of these claims, two related counts —foneonspiracy and one for aiding and
abetting — to commit the wrong that is allegediyi@dation of the Alien Tort Statute. Plaintiffs’aims also include state tort claims for assault
and battery, sexual assault and battery, wrongfatid and intentional infliction of emotional desds, again in each instance with two related
counts for conspiracy and aiding and abetting rfifés also plead two tort counts for negligentifir and supervision and for the negligent
infliction of emotional distress. Finally, the THiAmended Complaint included two claims pursuarithoRacketeer Influenced and Corrupt
Organizations Act. On April 7, 2006, the Compangdia motion to dismiss the Third Amended Complaint

Ibrahim, et al. v. Titan Corp., et al., Case Nd04-CV-01248-JR (D.D.C. 2005)

Reference is made to Part Il, Item 1, Legal Proicggd in the Registrant’s Quarterly Report on FAOA) for the period ending December
2005 for the most recently filed information cormdag the suit filed in the United States Districiu@t for the District of Columbia against
CACI International Inc, CACI, INC.-FEDERAL, CACI M. and Titan Corporation, seeking compensatory@mmitive damages for physical
injury, emotional distress, and/or wrongful dedtbgedly suffered as a result defendants’ wrongfub against plaintiffs, who were detainees
at Abu Ghraib prison and elsewhere in Iraqg.

Since the filing of Registrant’s report describébee, CACI Premier Technology, Inc. (“CACI PT”) waisbstituted as a defendant for the
other three CACI companies, which were dismissemhfthe case. CACI PT filed a Motion for Summarygiaént with respect to the
remaining claims in the case. In April 2006, thau@@ntered an Order addressing the discoveryltintiffs are permitted to pursue for
purposes of opposing the Motion for Summary Juddmen
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Item 1A. Changes in Risk Factors

During the three months ended March 31, 2006, tivere no material changes in the risk factor asnted in the Compang’annual report
Form 10-K/A as filed on September 21, 2005.

Item 2. Changes in Securities and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of SecurityHolders

None.

Item 5. Other Information

None.

Item 6. Exhibits and Reports on Form 8K

Exhibits

2.1

3.1

3.2

Asset Purchase Agreement between CACI and Infoom&jystems Support, Inc. dated February 16, 2806corporated by
reference from Exhibit 99.6 of Forn-K filed with the Securities and Exchange CommissiarMarch 1, 200¢

Certificate of Incorporation of the Registrantaasended to date, is incorporated by referencegt®éyistrant’'s Annual Report on
Form 1(-K filed with the Securities and Exchange Commissanrthe fiscal year ended June 30, 2C

By-laws of the Registrant, as amended to datecisrporated by reference to the Registrant’s AnRegdort on Form 10-K filed
with the Securities and Exchange Commission foffigwal year ended June 30, 20

31.1 Section 302 Certificatio Dr. J.P. Londor
31.2 Section 302 Certificatio Mr. Stephen L. Waecht:
32.1 Section 906 Certificatio Dr. J.P. Londot
32.2z Section 906 Certificatio Mr. Stephen L. Waecht:

Reports

The Registrant filed a Current Report on Form 8rKlanuary 25, 2006, in which the Registrant fumiisits financial results for the
second quarter of fiscal year 20!

The Registrant filed a Current Report on Form 8rKJanuary 27, 2006, in which the Registrant annediitchad entered into an
agreement with Paul M. Cofoni, President of its.\DPerations in regards to Mr. Cof’s retirement payment

The Registrant filed a Current Report on Form 8rKJanuary 31, 2006, in which the Registrant annedicdelay in the closing of
its acquisition of substantially all of the assafténformation Systems Support, Inc. (ISS) dueS8 losing a recompetition of a
significant contract which will require a revisealwation of ISS

The Registrant filed a Current Report on Form 8rKFebruary 16, 2006, in which the Registrant annedrt had signed an
amended and restated definitive agreement to psectizbstantially all of the assets of Informatigst&ms Support, Inc. (ISS

The Registrant filed a Current Report on Form 8rKkMarch 1, 2006, in which the Registrant annouritegdurchase of
substantially all of the assets of Information 8ys$ Support, Inc

The Registrant filed a Current Report on Form 8rKMarch 27, 2006, in which the Registrant annourtbatit had signed a
definitive merger agreement to acquire all of thestanding shares of Alphalnsight Corporati
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned hereunto duly authorized.

CACI International Inc
Registran

Date: May 10, 2006 By: /s/ Dr. J. P. London
Dr. J. P. London
Chairman of the Board, President
Chief Executive Officer and Director
(Principal Executive Officer

Date: May 10, 2006 By: /s/ Stephen L. Waechter
Stephen L. Waechter
Executive Vice President
Chief Financial Officer and Treasurer
(Principal Financial Officer

Date: May 10, 2006 By: /s/ S. Mark Monticelli
S. Mark Monticelli
Senior Vice President, Corporate Controller
and Chief Accounting Officer
(Principal Accounting Officer
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Exhibit 31.1
Section 302 Certification

[, Dr. J.P. London certify that:
1. I have reviewed this Quarterly Report on Forr®,16f CACI International Inc;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, anditie@ periods presented in this report;

4. The Registrant’s other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the Registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidageibsidiaries is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the Registratisslosure controls and procedures and presenttulsi report our conclusions
about the effectiveness of the disclosure conaiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in the Biegnt's internal control over financial reportitigat occurred during the
Registrant’s most recent fiscal quarter (the Regyits fourth fiscal quarter in the case of an aimaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repodj and

5. The Registrant’s other certifying officer ankave disclosed, based on our most recent evalyatidhe Registrant’s auditors and the
audit committee of the Registrant’s Board of Dicest(or persons performing the equivalent function)

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to affect the Registrant’8igtto record, process, summarize, and repodriicial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the Registrast’
internal control over financial reporting.

Date: May 10, 2006

/s/ Dr. J.P. London
Dr. J.P. Londor
Chairman of the Board, Preside¢
Chief Executive Officer and Director
(Principal Executive Officer




Exhibit 31.2
Section 302 Certification

I, Stephen L. Waechter, certify that:
1. I have reviewed this Quarterly Report on Forrd,f CACI International Inc;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, anditie@ periods presented in this report;

4. The Registrant’s other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the Registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidageibsidiaries is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the Registratisslosure controls and procedures and presenttulsi report our conclusions
about the effectiveness of the disclosure conaiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in the Biegnt's internal control over financial reportitigat occurred during the
Registrant’s most recent fiscal quarter (the Regyits fourth fiscal quarter in the case of an aimaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repodj and

5. The Registrant’s other certifying officer ankave disclosed, based on our most recent evalyatidhe Registrant’s auditors and the
audit committee of the Registrant’s Board of Dicest(or persons performing the equivalent function)

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to affect the Registrant’8igtto record, process, summarize, and repodriicial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the Registrast’
internal controls over financial reporting.

Date: May 10, 2006

/s/ Stephen L. Waechter
Stephen L. Waechtt
Executive Vice President, Chief Financial Officer
and Treasure
(Principal Financial Officer




Exhibit 32.1
Section 906 Certification

In connection with the quarterly report on FormQ®f CACI International Inc (the “Companyfyr the fiscal year ended June 30, 2(
as filed with the Securities and Exchange Commiseinthe date hereof (the Report), the undersi@tedrman of the Board, President and
Chief Executive Officer of the Company certifies the best of his knowledge and belief pursuadBtt).S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations
of the Company.

Date: May 10, 2006

/s/ Dr. J.P. London
Dr. J.P. Londor
Chairman of the Board, President
Chief Executive Officer and Directt
(Principal Executive Officer




Exhibit 32.2
Section 906 Certification

In connection with the quarterly report on FormQ®f CACI International Inc (the “Company”) for tfiscal year ended June 30, 2006, as
filed with the Securities and Exchange Commissioithe date hereof (the Report), the undersigned¢cie Vice President and Chief
Financial Officer and Treasurer of the Companyifiest to the best of his knowledge and belief parg to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations
of the Company.

Date: May 10, 2006

/sl Stephen L. Waechter
Stephen L. Waechtt
Executive Vice President, Chief Financial Officer
and Treasure
(Principal Financial Officer




