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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)
Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended September 30, 2006
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
Commission File Number 001-31400
CACI International Inc
(Exact name of registrant as specified in its chaetr)
Delaware 54-134588¢
(State or other jurisdiction of (I.R.S. Employer Identification No.)

incorporation or organization)

1100 North Glebe Road, Arlington, VA 22201

(Address of principal executive offices)

(703) 841-7800

(Registrant’s telephone number, including area code

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastle@s. YesX . No O

Indicate by check mark whether the Registrantle&sge accelerated filer, an accelerated filer, noa-accelerated filer (as defined in Rule
12b-2 of the Exchange Act). Large acceleratied fix] Accelerated filerO Non-accelerated filer]

Indicate by check mark whether the Registrantsbedl company (as defined in Rule 12b-2 of the Bxrgje Act). Yesd . No

Indicate the number of shares outstanding of e&tineoRegistrant’s classes of Common Stock, asafehber 3, 2006: CACI International
Inc Common Stock, $0.10 par value, 30,660,508 share
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PART 1
FINANCIAL INFORMATION

Item 1. Financial Statements

CACI INTERNATIONAL INC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)
(amounts in thousands, except per share data)

Revenue

Costs of revenue
Direct costs
Indirect costs and selling expen:
Depreciation and amortizatic

Total costs of revent

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

See Notes to Unaudited Condensed Consolidated Eima®tatements

3

Three Months Ended
September 30,
2006 2005

$467,620 $423,10¢

300,72° 270,87
119,85¢  111,20¢
10,50¢ 7,53¢

431,08t 389,61¢
36,53¢ 33,48¢
6,20¢ 3,618
30,32¢ 29,87¢
11,528 10,75:
$ 18,80% $ 19,12¢
$ 061 $ 0.64
$ 06C $ 0.62
30,62¢ 30,07
31,27¢ 31,00:




Table of Contents

ASSETS

Current asset:

Cash and cash equivalel

Accounts receivable, n

Prepaid expenses and other current a:
Total current asse

Goodwill

Intangible assets, n

Property and equipment, r
Accounts receivable, lo-term, net
Other lon¢-term asset

Total asset
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:

Notes payabli

Accounts payabl

Accrued compensation and bene

Other accrued expens

Total current liabilities

Notes payable, net of current porti
Other lon¢-term liabilities

Total liabilities
Shareholder equity:

Common stock $0.10 par value, 80,000 shares am#thrB8,443 and 38,403 shares issued and outsggndin

respectively
Additional paic-in capital
Retained earning
Accumulated other comprehensive inca
Treasury stock, at cost (7,784 shal
Total shareholde’ equity

Total liabilities and sharehold¢ equity

See Notes to Unaudited Condensed Consolidated Eima®tatements

CACI INTERNATIONAL INC
CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

(amounts in thousands except per share data)

September 3C

June 30,

2006 2006
$ 40,59( $ 24,65(
383,34! 392,01
27,39¢ 33,16¢
451,33 449,82¢
722,33 722,45¢
103,15( 109,72t
24,03¢ 25,08
10,83¢ 10,17(
55,36¢ 50,82t
$1,367,06. $1,368,09!
$ 3,54¢ $ 3,54:
50,54¢ 44,92
85,44( 93,39¢
73,33¢ 69,50:
212,86¢ 211,36"
338,43: 364,31°
45,46¢ 47,04¢
596,76 622,73
3,84¢ 3,84(
320,38 314,57
461,50! 442,70:
6,15¢ 5,84(
(21,596 (21,596
770,29¢ 745,35¢
$1,367,06. $1,368,09!
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CACI INTERNATIONAL INC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)
(amounts in thousands)

Three Months Ended

September 30,
2006 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $18,80: $ 19,12!
Reconciliation of net income to net cash providgaperating activities

Depreciation and amortizatic 10,50¢ 7,53¢

Amortization of deferred financing cos 35k 35k

Stocl-based compensatic 4,43: 7,01z

Deferred income tax bene (3,46¢) (767)
Changes in operating assets and liabilities, neffett of business acquisitior

Accounts receivable, n 7,17: 12,86¢

Prepaid expenses and other current a: 2,41¢ (1,755

Accounts payable and other accrued expe 1,32( 28¢€

Accrued compensation and bene (8,719 (9,939

Income taxes payable and receive 6,762 29¢€

Other liabilities 2,891 3,20¢
Net cash provided by operating activit 42 ,47. 38,23:
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure (2,109 (2,207
Other (804) (1,387)
Net cash used in investing activiti (2,919 (3,58¢)
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments made under l-term debt obligation (25,88¢) (985)
Proceeds from employee stock purchase | 1,99¢ 2,852
Proceeds from exercise of stock opti 1,34¢ 3,55¢
Repurchases of common stc (1,310 (2,98))
Incremental tax benefit from stock compensa 71 1,041
Net cash (used in) provided by financing activi (23,787) 3,48z
Effect of exchange rate changes on cash and casvaénts 162 (167)
Net increase in cash and cash equival 15,94( 37,96¢
Cash and cash equivalents, beginning of pe 24,65( 132,96!
Cash and cash equivalents, end of pe $40,59( $170,93(
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the period for income ta $ 1,641 $ 11,08¢
Cash paid during the period for inter $ 4974 $ 4,44

See Notes to Unaudited Condensed Consolidated Eima®tatements
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CACI INTERNATIONAL INC
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)
(amounts in thousands)

Net income

Change in foreign currency translation adjustn
Change in fair value of interest rate swap agreénmext
Comprehensive incorr

See Notes to Unaudited Condensed Consolidated Eima®tatements
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Three Months Ended
September 30,

2006 2005
$18,80: $19,12:
762 (550)
(447) 644

$19,11¢  $19,21%
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CACI INTERNATIONAL INC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)

1. Basis of Presentatic

The accompanying unaudited condensed consolidetaddial statements of CACI International Inc (CAdZlthe Company) have been
prepared pursuant to the rules and regulationseoSecurities and Exchange Commission (SEC). @ertiirmation and note
disclosures normally included in the annual finahstatements, prepared in accordance with U.Srgéy accepted accounting
principles (GAAP), have been condensed or omittedyant to those rules and regulations, althouglCtmpany believes that the
disclosures made are adequate to make the inf@mptesented not misleading.

In the opinion of management, the accompanying ditea 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 Company&statnnual report to the SEC on Form 10-K for th&ryended June 30, 2006. The
results of operations for the three months end@te®eer 30, 2006 are not necessarily indicativh®fresults to be expected for any
subsequent interim period or for the full fiscahye

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

2. New Accounting Pronouncemetr

In June 2006, the Financial Accounting Standardsr8¢9FASB) Emerging Issues Task Force (EITF) redcheonsensus on EITF

No. 06-3,How Sales Taxes Collected from Customers and RehtdtGovernmental Authorities Should Be Preseimtéoe Income
Statement (That Is, Gross Versus Net Presentafi€iii} 06-3). The Task Force reached a consenstsa tt@mpany should disclose its
accounting policy (i.e., gross or net presentatiegprding presentation of taxes within the scdpthis issue. The Task Force also
concluded that once the new standard is effeciva@mpany should disclose the amount of such faxgeeriods in which these taxes
included in gross revenues are considered mat&tal Company collects and remits sales taxes ocipme@unt that it purchases and sells
under its contracts with customers, and reporth smtounts under the gross method as revenue, antleasdirect costs, in its
consolidated statements of operations. The Comjzatyrrently evaluating the amount of sales taxaiected and remitted in recent
years to determine if disclosure of such amounlisbeirequired. EITF 06-3 is effective for the termonth period beginning January 1,
2007.

In July 2006, the FASB issued FASB Interpretatiam K8 (FIN No. 48)Accounting for Uncertainty in Income Taxeashich prescribes
a recognition threshold and measurement processdording in the financial statements uncertainpsitions taken or expected to be
taken in a tax return. Additionally, FIN No. 48 pites guidance on the recognition, classificatemtounting in interim periods and
disclosure requirements for uncertain tax positidme accounting provisions of FIN No. 48 will bigeetive July 1, 2007 for CACI.

The Company is in the process of determining tfecefif any, the adoption of FIN No. 48 will hawea its financial statements and
related disclosures.

In September 2006, the FASB issued Statement afiigial Accounting Standards (SFAS) No. 16dir Value Measuremen{SFAS
No. 157). SFAS No. 157 establishes a frameworkrfeasuring fair value in generally accepted accagmirinciples, clarifies the
definition of fair value and expands disclosuresubair value measurements. SFAS No. 157 doesegplire any new fair value
measurements. However, the application of SFAS1IS@.may change current practice for some entE&S No. 157 is effective for
financial statements issued for fiscal years bagmafter November 15, 2007, and interim periodthinithose fiscal years. The
Company has not yet evaluated what impact, if &BAS No. 157 will have on its results of operationginancial position.

In September 2006, the FASB issued SFAS No. E&floyers’ Accounting for Defined Benefit Pensiod &ther Postretirement
Plans—an amendment of FASB Statements No. 87088afid 132(RJSFAS No. 158). SFAS No. 158 requires companiestognize
in their balance sheets any under- or over-funtegds of defined benefit post-retirement plans apyplies to the posetirement medic:
benefits offered to certain current and former exiges, and to the supplemental retirement plaredoyg the president of the
Company’s U.S. operations. SFAS No. 158 will beetive for the Company as of June 30, 2007. Managénoes not expect the
impact of the proposed standard to have a matffiatt on the Company’s results of operationsofiitancial position.

In September 2006, the SEC issued Staff Accouingtin (SAB) No. 108 on Quantifying Misstateme(&AB No. 108). SAB

No. 108 requires companies to use both a balarest sind an income statement approach when quagtifyid evaluating the
materiality of a misstatement, and contains guidamt correcting errors under the dual approach. S8AB108 also provides transition
guidance for correcting errors existing in prioage SAB No. 108 is effective for annual
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financial statements covering the first fiscal yeading after November 15, 2006, with earlier aggilon encouraged for any interim
period of the first fiscal year ending after Novem#t5, 2006, and filed after September 13, 2008. Gbmpany does not expect the
adoption of SAB No. 108 to have a material impacite results of operations or financial position.

3. Cash and Cash Equivalel

Cash and cash equivalents at September 30, 200Buaed30, 2006, consisted of the following (cogtragimates fair value):

September 3C June 30,
2006 2006
(dollars in thousands)
Money market fund $ 36,36 $17,67¢
Cash 4,227 6,97¢
Total cash and cash equivale $ 40,59 $24,65(

4. Accounts Receivabl

Total accounts receivable are net of allowanceléabtful accounts of $4.3 million and $4.6 milliahSeptember 30, 2006 and June 30,
2006, respectively. Accounts receivable consisfatiefollowing:

September 3C
June 30,
2006 2006
(dollars in thousands)

Billed receivables

Billed receivable: $ 307,22 $300,90:

Billable receivables at end of peri 39,57¢ 48,17¢

Total billed receivable 346,80( 349,07¢
Unbilled receivables

Unbilled pending receipt of contractual documeniharizing billing 36,54¢ 42,93¢

Unbilled retainages and fee withholdings expectelet billed beyond the next 12 mon 10,83¢ 10,17(

Total unbilled receivable 47,38¢ 53,10
Total accounts receivable, r $ 394,18 $402,18:

5. Intangible Asset
Intangible assets are as follows:

September 3C
June 30,
2006 2006
(dollars in thousands)
Customer contracts and related customer relatipa $ 157,19 $160,04¢
Covenants not to compe 1,682 1,682
Other 74€ 74€
Intangible assets, at cc 159,62! 162,47
Less accumulated amortizati (56,479 (52,75
Total intangible assets, n $ 103,15 $109,72¢
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Intangible assets are primarily amortized on arelecated basis over periods ranging from 6 to 188ths. The weighted-average
period of amortization for all intangible asseto©aSeptember 30, 2006 is 7.6 years, and the waliigaterage remaining period of
amortization is 5.6 years. Effective July 16, 20l@, Company sold its rights under certain tasks odntract relating to the Surface
Ship Maintenance Improvement Program (SSMIP) taraelated third party (see Note 7). As a resuthis sale, $3.2 million of fully
amortized intangible assets were removed fromaiisttangible assets and accumulated amortizatisimg the three month period
ended September 30, 2006. Expected amortizatioansepfor the remainder of the fiscal year endinmg R0, 2007, and for each of the
fiscal years thereafter, is as follows (in thousgnd

Amount
Year ending June 30, 20! $ 20,35(
Year ending June 30, 20 23,76¢
Year ending June 30, 20! 20,95¢
Year ending June 30, 20. 18,34:
Year ending June 30, 20. 12,67(
Thereafte 7,067
$103,15(
6. Notes Payable and Credit Facilit
The details of notes payable are as follows:
September 3C
June 30,
2006 2006
(dollars in thousands)
Bank credit facilities
Revolving credit loan $ — $ 25,00(
Term loans 341,25( 342,12!
Mortgage note payab 728 738
Total lon¢-term debt 341,97! 367,86(
Less current portio (3,549 (3,549
Long term debt, net of current porti $ 338,43 $364,31°

Effective May 3, 2004, concurrent with the acqunsitof the Defense and Intelligence Group of Amamnidlanagement Systems, Inc.
(D&IG), the Company entered into a $550.0 millioredit facility (the 2004 Credit Facility), consisg of a $200.0 million revolving
credit facility (the Revolving Facility) and a $380million institutional Term Loan (the Term Loafhe 2004 Credit Facility also
provides for stand-by letters of credit aggregatipgo $25.0 million that reduce the funds ava#alhder the Revolving Facility when
issued. As of September 30, 2006, the Company Badrillion of outstanding letters of credit. Acdorgly, $198.0 million was
available for borrowing as of September 30, 2006.

The Revolving Facility is a five-year, secured fiégithat permits continuously renewable borrowirgsip to $200.0 million, with an
expiration date of May 2, 2009, and annual subtimmh amounts borrowed for acquisitions. The Rduagl¥acility contains an
accordion feature under which the facility may kpanded to $300.0 million with prior lender apprisv@he Revolving Facility permi
one, two, three and six month interest rate optidhe Company pays a fee on the unused portiomeoRevolving Facility, based on its
leverage ratio, as defined. Any outstanding balsmgeler the Revolving Facility are due in full Mzy2009.

The Term Loan is a seven year secured facility undhéch principal payments are due in quarterlyaiiments of $0.9 million at the
end of each fiscal quarter through March 2011,taedalance of $325.5 million is due in full on M2y2011.

Borrowings under both the Revolving Facility and fferm Loan bear interest at rates based on thédrolter-Bank Offered Rate
(LIBOR), or the higher of the prime rate or fedeftaids rate plus 0.5 percent, as elected by thegaam plus applicable margins based
on the leverage ratio as determined quarterly. dte,dhe Company has elected to apply the LIBO®utstanding borrowings. As of
September 30, 2006, the effective interest ratelpding the effect of amortization of debt finangicosts for the outstanding borrowil
under the 2004 Credit Facility, was 6.7 percent.

The 2004 Credit Facility contains financial covetsaihat stipulate a minimum amount of net worthmiaimum fixed-charge coverage
ratio, and a maximum leverage ratio. Substantelllpf the Company’s assets serve as collateraduutite 2004 Credit Facility. As of
September 30, 2006, the Company was in compliaitteall of the financial covenants of the 2004 Gré&dcility.
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The Company capitalized $8.2 million of debt isst@nosts in May 2004 associated with the origimatibthe 2004 Credit Facility. Tt
Company capitalized an additional $0.5 million iofahcing costs to amend the 2004 Credit Facilitilay 2005 by re-pricing

downward the margins that are applied to the istenae options. Other key terms of the 2004 Ciealdility were not changed. All de
financing costs are being amortized from the datarired to the expiration date of the Term Loare Thamortized balance of $5.3
million and $5.7 million at September 30, 2006 dnde 30, 2006, respectively, is included in “Prégaipense and other current assets”
and “Other long-term assets” on the accompanyimglensed consolidated balance sheets.

Long-term debt as of September 30, 2006 also iesldd.7 million due under a mortgage note payalieesnent. The Company
assumed obligations of the mortgage as part efcigaiisition of MTL Systems, Inc. in January 2004itsPanding balances under the
mortgage note payable bear interest at 5.88 peraedtare secured by an interest in real propedatéd in Dayton, Ohio.

The aggregate maturities of long-term debt at Sepés 30, 2006 are as follows (in thousands):

Twelve months ending September

2007 $ 3,54«
2008 3,54¢€
2009 3,54¢
2010 3,652
2011 327,30t
Thereafte 47¢
Total lon¢-term debt $341,97!

As a condition of its 2004 Credit Facility, in Ma905, the Company entered into two forward interats swap agreements under
which it exchanges floating-rate interest paymémtdixed-rate interest payments. The agreemenisrca combined notional amount of
debt totaling $98.0 million, provide for swap payrteover a two-year period beginning in March 20406] are settled on a quarterly
basis. The weighted-average fixed interest rateigeal by the 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 Activitiemd has determined that the two swap agreemerntifycameffective hedges. Accordingly, the fair
value of the interest rate swap agreements at ®égte30, 2006 of $1.7 million has been reportetPiepaid expense and other” with
an offset, net of an income tax effect, includedéoumulated other comprehensive income in therapaaying condensed consolida
balance sheet as of September 30, 2006. The dedrefsr value of $0.4 million, which is net ofdome tax effects, is reported as other
comprehensive loss in the accompanying consolidettgdment of comprehensive income for the threethsoended September 30,
2006. This amount will be reclassified into intéregpense as yield adjustments in the period dwinigh the related floating-rate
interest is incurred.

7. Commitments and Contingenci

General Legal Matters

The Company is involved in various lawsuits, clgirsd 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 operatamd liquidity.

Iraq Investigations

On April 26, 2004, the Company received informatiogicating that one of its employees was iderdifie a report authored by U.S.
Army Major General Antonio M. Taguba as being caried to allegations of abuse of Iraqi detainegheaAbu 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 statements.

Subcontract Purchase Commitment

The Company has entered into a subcontract agréemtéra 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 subcontrantases. Based on the present status of contract
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performance, management believes that the Compdingurchase a sufficient number of units over slidcontract term to allow it to
realize the lowest unit cost available. Based upahexpectation, unit costs incurred to date HBeen recognized as direct costs at such
lowest unit cost in the accompanying condensedatmizged statements of operations. Based on thébauof units ordered to date and
assuming that no other units are ordered undesubeontract, the Company’s maximum unit price eypogthe difference between the
unit price that would be applicable to the numbfaurots actually purchased as compared to the distcorice at which the Company |
recognized the purchases to date) is estimated &89 million, which has not been recorded inGoenpany’s condensed consolidated
financial statements as of September 30, 2006.

Department of Energy Office of Inspector Generddfena

On March 27, 2006, CACI received a subpoena fraerxapartment of Energy, Office of Inspector Genfai) seeking documents
regarding “alliance benefits” received and grarigdCACI. By way of example, some types of agreemémit may involve alliance
benefits include teaming agreements, strategiaipang agreements and reseller agreements. The &gniyas met with OIG persontr
regarding the scope of the request and providedrdentation pertaining to certain equipment vend@argements. While the Compe
is unable to assess the significance of the induiised on information received to date, and theeatation provided, management
believes that the Company has properly considdrethénefits attributable to alliance arrangememdisthat the resolution of this matter
will not have a material impact on its financiakg@mn or results of operations.

Notice of Organizational Conflict of Interest

During the year ended June 30, 2006, the Compasyfevenally notified that it performed certain wdide a customer that raised
organizational conflict of interest (OCI) issueattheeded to be addressed. The Company and cugpensennel negotiated a resolut
to eliminate the OCI issues, which included the sdicertain contract work for which actual or pdigl OCI issues could not be
otherwise mitigated.

Effective July 16, 2006, to comply with the custets@equirements to mitigate the conflict, the Ca@mp sold its rights under certain
tasks of a contract relating to the Surface Shinkaance Improvement Program (SSMIP) to a thimtlypdhis conflicted work
provided approximately $20.0 million of revenueidgrthe year ended June 30, 2006. As of Septenthe20®6, the Company had
received $0.6 million for the sale of its rightsseang the conflicted work, and anticipates reagvadditional consideration depending
on the amount of funding ultimately received by pechaser. The sale did not have a material impathe Company’s consolidated
financial statements. The net proceeds were, apdudure payments will be, recorded as an offsailirag) indirect costs and selling
expenses on the Company’s consolidated statemeapemations.

8. Stock-Based Compensatic

Effective July 1, 2005, the Company adopted theipions of SFAS No. 123R5hare-Based Paymer(SFAS No. 123R) using the
modified retrospective transition method. The agwpbf SFAS No. 123R had a significant neash impact on earnings. Net income
the three months ended September 30, 2006 andi2€l08es $4.4 million and $7.0 million, respectivedf stock-based compensation
expense. Net income for the three months endec®dyetr 30, 2006 and 2005, also reflects income eaefits of $1.7 million and $2.7
million, respectively, related to the Company’sctdased arrangements. A summary of the componésteck-based compensation
expense recognized during the three months endateé8ber 30, 2006 and 2005, together with the inclamdenefits realized, is as
follows (in thousands):

2006 2005
Stocl-based compensation included in indirect costs alithg expense
Non-qualified stock option expen: $3,06C $5,781
Restricted stock and restricted stock unit exp: 1,37: 1,232
Total stocl-based compensation expel $4,43:  $7,01%
Income tax benefit recognized for st-based compensation expel $1,67F  $2,70C

SFAS No. 123R also affects the classification ahcthows by requiring that certain income tax bésekalized upon the exercise of
stock options or the vesting of restricted sharagstricted stock units be reported as financeghdlows. During the three months
ended September 30, 2006 and 2005, the Compangnieed $71,000 and $1.0 million, respectively, xdfess tax benefits, which have
been reported as financing cash inflows in the eqgamying condensed consolidated statements offlcagé
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The Company issues non-qualified stock optionssdrades of restricted stock (restricted stock UR8Us) through December 31,
2005) on an annual basis to its directors and kegl@yees under the 1996 Stock Incentive Plan (886 Plan). During the three mon
ended September 30, 2006, the exercise price nbaHqualified stock option grants, and the valfialisshares of restricted stock and
RSU grants, under the 1996 Plan were set at téng@rice of a share of the Compasigbmmon stock on the date of grant, as rep
by the New York Stock Exchange. The annual granttetuthe 1996 Plan are generally made during teeduarter of the Company’s
fiscal year. The Company also issues equity instnisiin the form of RSUs under its Management SRigkchase Plan (MSPP), and
Director Stock Purchase Plan (DSPP) (see note 9).

As of June 30, 2006, the Company had 2,397,842quatified stock options outstanding. During theetkhhmonths ended September 30,
2006 the Company made grants of 364,950 non-qedlgiock options at a weighted average exercise pfi$54.38. During the same
period 39,584 options were exercised and 40,268mptvere forfeited, leaving a balance at SepterBbeP006 of 2,682,939 non-
qualified stock options outstanding. As of JuneZmM6, the Company had 253,730 RSUs and sharestoicted stock outstanding.
During the three months ended September 30, 208826mpany made grants of 84,500 shares of restrstbck at a weighted average
exercise price of $54.36. During the same peri@d7113 shares of restricted stock were forfeitealiley a balance at September 30,
2006 of 325,517 RSUs and shares of restricted stotkanding. Under the terms of the stock optimh r@stricted stock agreements,
grantees retiring at or after age 65 will vest@®® percent of their awards. The Company recogrileegxpense associated with stock
options, restricted stock, and RSUs granted to eyegls that have reached, or are close to reacigegs5s, in accordance with Issue
No. 19 of the FASB’s EITF Bulletin No. 00-2Bsues Related to the Accounting for Stock Compiensander APB Opinion No. 25 a
FASB Interpretation No. 44(EITF 00-23). EITF 00-23 Issue 19 requires thatwalue of equity instruments awarded to employédes
are eligible for retirement, and that contain temsch provide for immediate vesting upon retiretpée recognized in full upon grant.
Issue 19 of EITF 00-23 also requires that the vafumich equity instruments granted to employeesing retirement age be recognized
ratably over the period from the date of granti® date the grantee is eligible for retirement. bdrate recognition of expense (the non-
substantive vesting method) is required under I48uef EITF 00-23 even when the grantee has rerdain@lans to remain an
employee of the Company beyond the eligible retgenage. During the three months ended Septemh&086, the Company
recognized approximately $1.1 million of stock ca@ngation expense for awards made under the 1986d&anployees aged 65 or
older at the date of grant.

As of September 30, 2006, there was $24.3 millioilot@l unrecognized compensation cost relateddacksoptions scheduled to be
recognized over a weighted average period of 3a8syeand $10.1 million of total unrecognized congagion cost related to restricted
shares and RSUs scheduled to be recognized oveigated-average period of 2.1 years.

9. Stock Purchase Pla

The Company adopted the 2002 Employee Stock Pwdblas (ESPP), MSPP, and DSPP in November 200dgridmented these
plans beginning July 1, 2003. These plans providpleyees, management, and directors with an oppitytto acquire or increase
ownership interest in the Company through the paselof shares of the Company’s common stock, sutoj@ertain terms and
conditions. There are 500,000, 300,000, and 75s0@@es authorized for grants under the ESPP, MBB@BSPP, respectively.

The ESPP allows eligible full-time employees toghase shares of common stock at 95 percent oathérket value of a share of
common stock on the last day of each quarter. lidégmployees are provided the opportunity to aeg@ompany common stock once
each quarter. The maximum number of shares thaligible employee could purchase during any quastequal to two times an
amount determined as follows: 20 percent of sucpleyee’s compensation over the quarter, divide®®percent of the fair market
value of a share of common stock on the last dakebffering period.

The ESPP is a qualified plan under Section 428@fternal Revenue Code and, for financial repgrfiurposes, was amended
effective July 1, 2005 to comply with SFAS No. 128&h-compensatory requirements. Accordingly, tiere expense associated with
shares acquired under the ESPP for the three-npenibds ended September 30, 2006 and 2005.

As of September 30, 2006, participants have puethapproximately 406,000 shares under the ESPReighted-average price per
share of $44.73. Of these shares, approximate§0R3yere purchased during the three months endei8ber 30, 2006, at a
weighted-average price per share of $55.41.

The MSPP provides those senior executives withkdtotding requirements a mechanism to receive R8Wlsu of up to 30 percent of
their annual bonus. Beginning with the fiscal yeaded June 30, 2006, RSUs awarded in lieu of beremaed are granted at 95 per
of the closing price of a share of the Companymirmn stock on the date of the award, as reportetidilew York Stock Exchange.
For bonuses earned during the fiscal years endesa 30, 2003, 2004 and 2005, RSUs were granted pg¢i@®ent of the price of a share
of Company common stock on the date of grant.
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10.

11.

RSUs granted under the MSPP vest at the earligy thiree years from the grant date, 2) upon a ahahgontrol of the Company, 3)
upon a participant’s retirement at or after aged%l) upon a participant’s death or permanenthdisa Vested RSUs are settled in
shares of common stock. The Company recognizegate of the discount applied to RSUs granted utti=MSPP as stock
compensation expense ratably over the three-yestingeperiod.

As of September 30, 2006, the Company had grar@@®0 RSUs under the MSPP at a weighted-averaghasg price of $36.91, as
adjusted for the applicable discounts. Of thesgl 451RSUs were granted during the three monthsce8dptember 30, 2006.

Since July 1, 2003, 35,452 of the RSUs granted nuthdeMSPP have vested, and 14,691 have beentémféeaving 45,947 RSUs
outstanding under the MSPP as of September 30, ZG@6es underlying the forfeited RSUs are creditezk to the MSPP and become
available for future grants.

The DSPP allows directors to elect to receive R&iike market price of the Company’s common stackhe date of the award in lieu
of up to 50 percent of their annual retainer féssted RSUs are settled in shares of common sfsckf September 30, 2006, 3,806
RSUs had been granted under the DSPP at a weighigzege price per share of $46.54, and of the€ewede granted during the three
months ended September 30, 2006 at a weightedgevprice per share of $49.16. Since July 1, 2003,RSUs granted under the
DSPP have vested, leaving 2,899 outstanding asmegiber 30, 2006.

Income Taxe:

The Company utilizes the liability method of acctog for income taxes. Under this method, defeinedme taxes are recognized for
the tax consequences of temporary differences leetwee financial statement carrying amounts andatkéasis of existing assets and
liabilities. Enacted statutory tax rates are usechiculate the tax consequences of these tempdiféeyences. During the three months
ended September 30, 2005, the Company recorded$lligh of research and development credits inoadance with Internal Revenue
Code Section 174. The provisions of this sectiguirex effective December 31, 2005, and, as of #ie df this report, have not been
extended. As a result, the Company has not reflabie benefits of any research and developmentitsiedhe condensed consolidated
statement of operations for the three months eSagdember 30, 2006. The Company continues to aggregeditable costs and will
record the benefits in the period, if any, in whibk credit is extended.

Earnings Per Sha

SFAS No. 128Earnings Per Sharerequires dual presentation of basic and dilusrdiags per share on the face of the income
statement. Basic earnings per share exclude dilatial is computed by dividing net income by theght#d average number of comn
shares outstanding for the period. Diluted earnpaysshare reflect potential dilution that coul@dwcif securities or other contracts to
issue common stock were exercised or convertectimtumon stock. Diluted earnings per share inclhédricremental effect of stock
options, restricted shares and restricted stods walculated using the treasury stock method.chiaet below shows the calculation of
basic and diluted earnings per share for the thmeeth periods ended September 30, 2006 and 20§}iectvely (amounts in thousands
except per share data):

Three Months Ended
September 30,

2006 2005
Net income $18,80¢  $19,12¢
Weightec-average number of basic shares outstanding durangerioc 30,62¢ 30,07:
Dilutive effect of stock options, restricted sharasd restricted stock units after applicationhaf treasury
stock methot 64¢ 92¢
Weightec-average number of diluted shares outstanding ddinegerioc 31,27¢ 31,00:
Basic earnings per she $ 061 $ 0.64
Diluted earnings per sha $ 06C $ 0.62
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12. 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, network services, knowledgaagament and engineering services. Its customensramarily U.S. federal
agencies, however the Company also serves custamityes commercial and state and local sectors famih time to time, serves a
number of agencies of foreign governments. Intéwnat operations offer services to both commerarad government customers
primarily through the Company’systems integration line of business. The Compeaajuates the performance of its operating segs
based on income before income taxes. Summarizaddial information concerning the Company'’s redugaegments is shown in the
following table.

(amounts in thousands) Domestic International Total

Three Months Ended September 30, 2006

Revenue from external custom: $449,57( $ 18,05 $467,62:
Income before income tax 28,98’ 1,33¢ 30,32¢
Three Months Ended September 30, 2005

Revenue from external custom: $409,24: $ 13,86¢ $423,10¢
Income before income tax 28,74¢ 1,12¢ 29,87
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Item 2. Management’s Discussion and Analysis of Famcial Condition & Results of Operations
Forward Looking Statements

There are statements made herein which do not ssltiistorical facts and, therefore could be inttgat to be forward-looking statements as
that term is defined in the Private Securitiesdation Reform Act of 1995. Such statements areestiltp 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 Whiates and the United Kingdom,
including conditions that result from terroristiaittes or war; changes in interest rates; currefwgtuations; failure to achieve contract
awards in connection with recompetes for presesiness and/or competition for new business; the @md uncertainties associated with
client interest in and purchases of new productBaarservices; continued funding of U.S. Governnwrither public sector projects in the
event of a priority need for funds, such as honekecurity, the war on terrorism or rebuilding frggvernment contract procurement (such
as bid protest, small business set asides, loa®idf due to organizational conflicts of interest.pand termination risks; the results of
government investigations into allegations of ing@oactions related to the provision of servicesupport of U.S. military operations in Ir
individual business decisions of our clients; pagadshifts in technology; competitive factors swashpricing pressures and/or competition to
hire and retain employees (particularly those s#hurity clearances); market speculation regarntiagontinued independence of the
Company; material changes in laws or regulationiegble to our businesses, particularly in conioectvith (i) government contracts for
services, (ii) outsourcing of activities that hdneen performed by the government, and (iii) contipetifor task orders under Government
Wide Acquisition Contracts (GWACSs) and/or schedtdatracts with the General Services Administratimur, own ability to achieve the
objectives of near term or long range businesssplamnd other risks described in the Company’s $tiEsiand Exchange Commission filings.

Overview

The following discussion and analysis of the Conypafinancial condition and results of operatioaprovided to enhance the understanding
of, and should be read together with, the Compamy&udited condensed consolidated financial statesvand the notes to those statements
that appear elsewhere in this Quarterly ReportamFLO-Q.

The Company is a leading provider of informatiorsdi systems, integrated solutions and servicdeett) 1S. government. The Company
derived approximately 95% of its revenues durinthlibe three months ended September 30, 2006 dif #0m contracts with U.S.
government agencies. The Company also providegserto state and local governments and commergsabmers.

Results of Operations For the Three Months Ended $¢ember 30, 2006 and 2005

Revenue . The table below sets forth revenue by customer Wwigierelated percentages of total revenue forttinee months ended
September 30, 2006 (FY2007) and 2005 (FY2006) ectsmely:

First Quarter Change
(dollars in thousands) FY2007 FY2006 $ %
Department of Defense (Dol $ 334,10: 71.4% $ 307,20¢ 72.6% $ 26,89! 8.8%
Federal Civilian Agencie 107,84! 23.1 93,06( 22.C 14,78¢ 15.¢
Commercial 21,00¢ 4.5 16,50¢ 3.9 4,49¢ 27.2
State and Local Governmet 4,672 1.0 6,32¢ 1.5 (1,657 (26.2)
Total $467,62: 100.0% $423,100 100.0% $44,51° 10.5%

For the three months ended September 30, 2006r¢vtnue increased by 10.5% or $44.5 million, dhersame period a year ago. This
growth in revenue was driven primarily by the higtielume of work from Department of Defense (Dobyldederal Civilian Agency
customers. This work was primarily generated framuasitions completed during FY2006. Revenue fromstang operations decreased by
3.7% or $15.5 million due to the loss of certaircoenpete work, the downturn in certain Departmeritustice (DoJ) litigation efforts, and t
divestiture of certain tasks under the Company$age Ship Maintenance Improvement Program (SSMIP).

15



Table of Contents

Revenue generated from the date a business isradgbrough the first anniversary of that datedssidered acquired revenue. The
Company’s acquired revenue in the first quartdF62007 is as follows (in millions):

Information Systems Support, Inc. (IS $37.¢
Alphalnsight Corporation (Al 12.2
National Security Research, Inc. (NS 5.4
Others _4.€
Total $60.C

DoD revenue increased 8.8%, or $26.9 million, Far three months ended September 30, 2006, as cedngeathe same period a year ago. Of
this increase, $37.4 million was attributable te @ompany’s acquisitions while revenue from exgstiperations decreased by $10.5 million.
This decrease in revenue from existing operatioas @ue to the loss of certain recompete work aadlitrestiture of work within the SSMIP
contract. DoD revenue includes services providetiedJ.S. Army, its largest customer, where Compsatyices focus on supporting
readiness, tactical military intelligence, and commigations of the warfighter in Iraq and Afghanist®oD revenue also includes work with
the U.S. Navy and other DoD agencies for whom the@any provides various systems integration, emging, network, and knowledge
management services.

Revenue from Federal Civilian Agencies increase8%5 or $14.8 million, for the quarter ended Sefften80, 2006, driven primarily by
acquisitions. Approximately 16% of the Federal @i Agency revenue for the quarter was derivedhfidod, for whom the Company
provides litigation support services and maintartebt collection system. Revenue from DoJ was8kiflion and $22.7 million for the
three months ended September 30, 2006 and 20@&ctasely. This decrease in revenue earned fromrBgulted from the reduced level of
services provided to support both DoJ litigatiofoe$ involving the tobacco industry and the Depamit of Energy. Federal Civilian Agency
revenue also includes services provided to non-Dafibnal intelligence agencies.

Commercial revenue increased 27.2%, or $4.5 millituming the first quarter of FY2007 as compareth®same period a year ago.
Commercial revenue is derived from both internal@and domestic operations. The international dfmera accounted for 86% or $18.1
million of the total Commercial revenue, while tthemestic operations accounted for 14% or $2.9 enillThe entire growth in Commercial
revenue came from international operations withsmWnited Kingdom (UK). Growth in the UK was gertedhby two acquisitions completed
in FY2006. This increase was partly offset by a dtmsn in domestic Commercial revenue primarily frardecrease in the level of software
sales and services.

Revenue from State and Local Governments decrdns2f.2%, or $1.7 million, for the quarter endegt®eber 30, 2006, as compared to
the same period a year ago. This decrease wasugdtnie to a decrease in demand for informatiohrtelogy services that were provided
across a number of states. Revenue from State @ral Governments represented 1.0% and 1.5% of ehep@nys total revenue for the thr
months ended September 30, 2006 and 2005, resplgctiv
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Income from Operations. The following table sets forth the relative peregyg that certain items of expense and earningstbesyenue for
the quarters ended September 30, 2006 (FY20072@0%! (FY2006), respectively.

Dollar Amount Percentage of Revenue
First Quarter First Quarter Increase (Decrease)
(dollars in thousands) FY2007 FY2006 FY2007 FY2006 $ %
Revenue $467,62. $423,10¢ 100.(% 100.(% $ 44,517 10.5%
Costs of revenu
Direct costs 300,72° 270,87 64.2 64.C 29,85( 11.C
Indirect costs and selling expen: 119,85¢ 111,20t 25.7 26.2 8,64¢ 7.€
Depreciation and amortizatic 10,50¢ 7,53t 2.2 1.8 2,971 39.
Total costs of revent 431,08( 389,61¢ 92.2 92.1 41,47C 10.€
Income from operatior 36,53t 33,48¢ 7.8 7.6 3,04 9.1
Interest expense, n 6,20¢ 3,61¢ 1.3 0.€ 2,59¢ 71.¢
Income before income tax 30,32¢ 29,87¢ 6.5 7.C 451 1.t
Income taxe: 11,52 10,75: 2.5 2.5 771 7.2
Net income $ 18,80: $ 19,12¢ 4.0% 45% $ (3200 (1.7)%

Income from operations during the quarter endede®elper 30, 2006 was $36.5 million. This is an iaseeof $3.0 million over income from
operations of $33.5 million for the quarter endegt®mber 30, 2005. The Company’s operating margs W8% compared with 7.9% during
the same period a year ago. The decrease in apgratrgin was due primarily to higher depreciatol amortization expense associated
with recent acquisitions.

As a percentage of revenue, direct costs were 64r8%64.0% for the quarters ended September 3@, @00 2005, respectively. Direct costs
include direct labor and “other direct cosssich as equipment purchases, subcontractor castsearel expenses. Other direct costs, whicl
common in our industry, typically are incurred @sponse to specific client tasks, and vary fronopeio period.

The single largest component of direct costs, diedior, was $134.9 million and $123.4 million foe first quarters of FY2007 and FY2006,
respectively. This increase in direct labor washaitable to acquisition activity which added appnaately 1,500 new employees to the
Company. Other direct costs were $165.8 million &hd7.5 million during the first quarter of FY208rd FY2006, respectively. This
increase was primarily the result of increased mawf tasking across system integration and engirgeservices within the aforementioned
acquisitions.

Indirect costs and selling expenses include fringieefits, marketing and bid and proposal coststantllabor, and other discretionary
expenses. Many of these expenses are highly vargatad have grown in dollar volume generally in jprtipn to the growth in revenue. As a
percentage of revenue, indirect costs and selkipgrses were 25.7% and 26.3% for the three montihesdeSeptember 30, 2006 and 2005,
respectively. The decrease in percentage is ptiyrtae result of the Company’s success in integraiis acquired businesses. Indirect costs
and selling expenses included a reduction of $0lmfor the three months ended September 306208 ated to the Company'’s sale of
certain tasks within its SSMIP contract and itatedl line of business to an unrelated third pastg eesult of an organizational conflict of
interest.

Another component of indirect costs and sellingesges is stock compensation expense. Total stonpeauwsation expense was $4.4 million
and $7.0 million for the three months ended Sep&r8b, 2006 and 2005, respectively. For certaintgrnade to employees who were 65 or
older, the full value of the underlying grant igpersed immediately on the date of the grant, rattar amortized over a period of time
because the options are fully vested at the dageasit. The Company’s stock compensation expenghddirst quarter of each fiscal year is
expected to be higher than for the remaining quadae to grants occurring in the first quarteeitaployees at or above the age of 65. The
decline in stock compensation expense during tletfiree months of FY2007 as compared to the gamed a year ago was primarily the
result of certain key executives retiring who wever the age of 65 and also an overall decreafeeiamount of stock grants that were iss

Depreciation and amortization expense was $10.fomiand $7.5 million for the three months endegt®mber 30, 2006, and 2005,
respectively. This increase of $3.0 million, or8%, is primarily the result of increased intangibmortization of assets acquired in the three
recent acquisitions of ISS, Al, and NSR. Thesenigilale assets are being amortized on an accelebaigs.

Interest expense increased $2.6 million or 71.9%nduthe quarter ended September 30, 2006 as cechpathe same period a year ago. The
majority of the costs were related to the Compabgisowings under the 2004 Credit Facility. Ther@ase in interest expense during the
guarter was due to higher interest rates and tre@sed borrowings of the Company that were uséd acquisition activity in FY2006. The
Company is required to repay a minimum of $3.5iomllannually under the terms of the 2004 Creditlfgc
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The effective income tax rates for the quartersedriBeptember 30, 2006 and September 30, 2005 W€)#&And 36.0%, respectively. Dur
the quarter ended September 30, 2005, the Compaliged tax benefits associated with research emdldpment credits that were gener:
primarily from activities of the D&IG business. Tkection of the Internal Revenue Code which pravide the research and development
credit expired effective December 31, 2005, andfdbe date of this report has not been extendedh fesult, the Company has not recorded
any such benefits during its first quarter of FY200he Company continues to aggregate creditalss @nd will report the benefits if and
when the credit is extended.

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 needshG@ws from operations totaled $42.5 million &88.2 million for the three months
ended September 30, 2006 and 2005, respectively.

In 2004 the Company entered into a $550.0 millicedit facility (the 2004 Credit Facility), whichdiudes a $200.0 million revolving credit
facility (the Revolving Facility), and a $350.0 figh institutional term loan (the Term Loan). Thtial borrowings under the 2004 Credit
Facility were $422.6 million, of which $341.3 mdh was outstanding under the Term Loan at SepteB8the2006.

The Revolving Facility is a five-year, secured fiégithat permits continuously renewable borrowirgsip to $200.0 million, with annual
sublimits on amounts borrowed for acquisitions. Revolving Facility permits one, two, three and si@nth interest rate options. The
Company pays a fee on the unused portion of tkisitfa During the quarter ended September 30, 28@6 Company paid down borrowings
of $25.0 million under the Revolving Facility.

The Term Loan portion of the 2004 Credit Facildyai seven-year secured facility under which prizggayments are due in quarterly
installments of $0.9 million at the end of eacledisguarter through March 2011, and the balan&8256.5 million is due in full on May 2,
2011.

Interest rates for both Revolving Facility and Tdroan borrowings are based on LIBOR, or the higiighe prime rate or federal funds rate,
plus applicable margins. Margin and unused feesrate determined quarterly based on the Compagyésdge ratios. The Company is
expected to operate within certain limits on legeranet worth and fixed-charge coverage ratioautinout the term of the 2004 Credit
Facility. The total costs associated with secutihg2004 Credit Facility, including costs incuriacd2005 to amend the 2004 Credit Facility to
reduce the margins applicable to the LIBOR and erand federal funds rate factors, were approxim#&®@l7 million, and are being
amortized over the life of the 2004 Credit Facility

The Company also has amounts due under a leasenagmeclassified as a capital lease for reportimp@ses, amounts due under a mortgage
note payable, and maintains a line of credit facih the United Kingdom. The total amount of reedrprincipal due under the capital lease
agreement and mortgage note payable was $1.8 mdti®eptember 30, 2006. The total amount availatdier the line-of-credit facility in

the U.K., which is scheduled to expire in Decenit@6, is approximately $0.9 million. As of SeptemBe, 2006, the Company had no
borrowings under this facility.

Cash and cash equivalents were $40.6 million add/$aillion at September 30, 2006 and June 30, 2@¥pectively. The Company’s
operating cash flow increased to $42.5 milliontfoe first quarter of FY2007, as compared to $38lRam in the same period a year ago. The
strength in operating cash flows during both pesimflects strong collection activity from receilebbilled during the last quarter of each
fiscal year.

The Company used cash in investing activities 09 $2illion and $3.6 million for the three monthsded September 30, 2006 and 2005,
respectively. This cash was used primarily forghechases of office and computer related equipimesiipport of normal business
requirements.

Cash used in financing activities was $23.8 milliothe first quarter of FY2007, while cash prowdd®y financing activities was $3.5 million
for the first quarter of FY2006. This decrease pasarily attributable to a $25.0 million repaymexfitborrowings under the Company’s
Revolving Facility. The Company had no similar ngpants in the first quarter of FY2006.

Cash flows from financing activities continued &nlefit from proceeds received from the exercisst@tk options, and purchases of stock
under the Company’s Employee Stock Purchase Ptane®ds from these activities totaled $3.3 milkord $6.4 million during the first
quarters of FY2007 and FY2006, respectively. Tregseunts were offset by cash used to purchase &idaKill obligations under the
Employee Stock Purchase Plan. Cash used to asjaak was $1.3 million and $3.0 million during ttirst quarter of FY2007 and FY2006,
respectively.
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The Company believes that the combination of irtyrgenerated funds, available bank borrowings @sh and cash equivalents on hand,
will provide the required liquidity and capital mmsces necessary to fund on-going operations, cwstpcapital expenditures, and other
working capital requirements.

Off-Balance Sheet Arrangements and Contractual Oliiggti

The Company uses off-balance sheet arrangementauili to finance the lease of operating facilitiégth the exception of a building
acquired in connection with an acquisition compladaring the year ended June 30, 2004, the Compamgntly finances the use of all of its
office and warehouse facilities through operatieagsks.

Operating leases are also used to finance thefusaputers, servers, phone systems, and to a lestnt, other fixed assets, such as
furnishings, that are obtained in connection witlsibess acquisitions. The Company generally asstimdsase rights and obligations of
companies acquired in business combinations antihc@s financing equipment under operating leaséisthe end of the lease term
following the acquisition date. The Company gengrdbes not finance capital expenditures with ofilegdeases, but instead finances such
purchases with available cash balances.

Iltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

The interest rates on both the Term Loan and theIRieg 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 $0.7 million foetquarter ended September 30, 2006.

Approximately 3.9% and 3.3% of the Company’s togalenues in the first three months of FY2007 an@®06, respectively, 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 acd@hhis in all cases; thus, there is some riskt fivofits will be affected by foreign currency
exchange fluctuations. As of September 30, 20@6Cbmpany held pounds sterling in the United Kingdmuivalent to approximately $1
million. This allows the Company to better utilite cash resources on behalf of its foreign subsiel, thereby mitigating foreign currency
conversion risks.

Item 4. Controls and Procedures

As of the end of the 92 day period covered by tbort, the Company carried out an evaluation efetfiectiveness of the design and
operation of its disclosure controls and procedpresuant 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, preckssmmarized and reported within the time pergpaified in the SEC's rules and
forms. Disclosure controls and procedures includiout limitation, controls and procedures desjiensure that information required to
be disclosed by a company in the reports thalei for 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, asgtions about the likelihood of future events, sbendness of internal controls, and fraud.
Due to such inherent limitations, there can bessugance that any system of disclosure controlgpeswedures will be successful in
preventing all errors or fraud, or in making alltaréal information known in a timely manner to appriate levels of management.

Based upon that evaluation, the Company’s Chiethee Officer and Chief Financial Officer conclutithat the Company’s disclosure
controls and procedures are effective to ensutdrifmation required to be disclosed in the réptinat the Company files or submits under
the Exchange Act is accumulated and communicatéd toanagement, 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 September 30, 2006.
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PART Il
OTHER INFORMATION

Item 1. Legal Proceedings
Saleh, et al.v. Titan Corp., et al, Case No. 05 CV 1165 (D.D.C.)

Reference is made to Part |, Item 3, Legal Procegdin the Registrant’s Annual Report on Form 1fbithe year ended June 30, 2006, for
the most recently filed information concerning st filed in the United States District Court the Southern District of California against
CACI International Inc, CACI, INC-FEDERAL, CACI N.Yand former CACI employee, Stephen A. Stefanowaozong other defendants,
seeking a permanent injunction, declaratory retiempensatory and punitive damages, treble dansagkattorney’s fees arising out of
defendant’s alleged act against plaintiffs, whoew@etainees at Abu Ghraib prison and elsewhemaq |

Since the filing of Registrant’s report describédee, CACI filed a motion for summary judgmentfire trase on August 4, 2006. The
Plaintiffs and the Company have disagreed on theogery that Plaintiffs should receive for purposkepposing the Company’s summary
judgment motion. That discovery dispute is pendargesolution by the Cour

Ibrahim, et al. v. Titan Corp. et al., Case No. 1:04-CV-01248-JR (D.D.C. 2004)

Reference is made to Part 1, Item 3, Legal Proogsdin the Registrant’'s Annual Report on Form 1fbithe year ended June 30, 2006 for
the most recently filed information concerning thst filed in the United States District Court the District of Columbia against CACI
International Inc, CACI, INC-FEDERAL, CACI N.V. antitan Corporation, seeking compensatory and pusmiliamages for physical injury,
emotional distress, and/or wrongful death allegadiffered as a result of defendants’ wrongful against plaintiffs, who were detainees at
Abu Ghraib prison and elsewhere in Irag.

Since the filing of Registrant’s report describédee, the parties placed discovery in abeyanceipgitke resolution by the U.S. District
Court for the District of Columbia of the discovetigpute in the Saleh case.

The Company is vigorously defending the above-desdrlegal proceedings, and, based on its presentlikedge of the facts, the Company
believes the lawsuits are completely without merit.

Item 1A. Risk Factors
There were no material changes from the Risk Fagmeviously disclosed in our Form 10-K for the YEaded June 30, 2006.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

Set forth below are equity securities purchasethduhe quarter in order to satisfy the Companybgations under its Employee Stock
Purchase Plan (ESPP):

Total Number of Share Maximum Number of
Total Number Shares that May Yet Bt
Purchased As Part of
of Shares Average Price Publicly Announced Purchased Under the
Period Purchased Paid Per Shar¢ Programs Plans or Programs
July 2006 23,22¢ $ 55.41] 405,87! 94,12t
August 200¢ — — — —
September 200 — — — —
Total 23,22¢ $ 55.41] 405,87" 94,12°¢

Iltem 3. Defaults Upon Senior Securities

None.
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Item 4. Submission of Matters to a Vote of SecurityHolders

None.

Item 5. Other Information

None

Iltem 6. Exhibits

3.1

3.2

4.1

4.2

4.3
31.1
31.2
32.1
32.2

Certificate of Incorporation of the Registrant,amsended to date, is incorporated by referenceet®#yistrant’s Annual
Report on Form 1-K filed with the Securities and Exchange Commisg$arthe year ended June 30, 20

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

Rights Agreement dated as of July 11, 2003, betw%@I International Inc and American Stock Transdad Trust Company
as Rights Agent, is incorporated by reference ¢éoRibrm K filed July 11, 2003

Certificate of Designation, Preferences and RightSeries A Participating Cumulative Preferred 8otCACI International
Inc is incorporated by reference to the For-K filed July 11, 2003

Form of Right Certificate is incorporated by reface to the Form-K filed July 11, 2003
Section 302 Certificatic Dr. J.P. Londor

Section 302 Certificatic Mr. Stephen L. Waecht:

Section 906 Certificatic Dr. J.P. Londor

Section 906 Certificatic Mr. Stephen L. Waecht:
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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: November 9, 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: November 9, 2006 By: /s/ Stephen L. Waechter
Stephen L. Waechter
Executive Vice President
Chief Financial Officer and Treasurer
(Principal Financial Officer

22




Exhibit 31.1
Section 302 Certification

[, Dr. J.P. London certify that:
1. I have reviewed this Quarterly Report on Forrl6f 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: November 9, 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. | have reviewed this Quarterly Report on ForrQL6f CACI International Inc;

2. Based on my knowledge, this report does notaiominy 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 anaré 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 procsgorecaused such disclosure controls and procsdorge 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 repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the RegistradiSslosure controls and procedures and presentsi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any change in the Begnt'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 repogdj and

5. The Registrant’s other certifying officer ankave disclosed, based on our most recent evalyatidghe 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 cootrer 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 invedymanagement or other employees who have a sigmiifiole in the Registrast’
internal controls over financial reporting.

Date: November 9, 2006 /sl 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 Company) for thed¢e months ended September
30, 2006, as filed with the Securities and Exchadgmmission on the date hereof (the Report), thkergigned Chairman of the Board,
President and Chief Executive Officer of the Conypeertifies, to the best of his knowledge and begligsuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExajeAct of 1934; and

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

Date: November 9, 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 thedg¢e months ended
September 30, 2006, as filed with the SecuritissExchange Commission on the date hereof (the Reploe undersigned, Executive Vice
President and Chief Financial Officer and Treasaféhe Company certifies, to the best of his krenige and belief pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9€¢G&dbarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExajeAct 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: November 9, 2006 /sl Stephen L. Waechter
Stephen L. Waechtt
Executive Vice President, Chief Financial Officer
and Treasure
(Principal Financial Officer




