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PART 1
FINANCIAL INFORMATION

Iltem 1. Financial Statements

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

Three Months Ended

December 31
2003 2002

Revenue $263,35.  $204,51:
Costs and expens

Direct costs 163,46: 125,93(

Indirect costs and selling expen: 72,54¢ 58,85¢

Depreciation and amortizatic 4,16 2,92:

Total operating expens 240,17! 187,71:
Operating incomi 23,17¢ 16,80(
Interest incomt (72) (163)
Income before income tax 23,241 16,96:
Income taxe: 8,98: 6,362
Net income $ 14,26« $ 10,60
Basic earnings per she $ 04¢ $ 0.37
Diluted earnings per sha $ 04t $ 0.3€
Average shares outstandi 29,08! 28,697
Average shares and equivalent shares outstal 29,96¢ 29,49

See notes to condensed consolidated financiahséats (unaudited)
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CACI INTERNATIONAL INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(amounts in thousands, except per share data)

Six Months Ended
December 31,

2003 2002
Revenue $499,09¢  $392,48¢
Costs and expens
Direct costs 309,28 240,61:
Indirect costs and selling expen: 138,06 114,70:
Depreciation and amortizatic 8,00z 5,69(
Total operating expens: 455,35! 361,00
Operating incom 43,741 31,48¢
Interest incom: (419 (481)
Income before income tax 44,16( 31,967
Income taxe:! 16,93( 11,99
Net income $ 27,23(  $ 19,97¢
Basic earnings per she $ 0924 $ 0.7C
Diluted earnings per sha $ 091 $ 0.6¢
Average shares outstandi 28,97( 28,57
Average shares and equivalent shares outstal 29,84+ 29,39¢

See notes to condensed consolidated financiahstsiis (unaudited)
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CACI INTERNATIONAL INC AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except per share data)

December 31
June 30,
2003 2003
(unaudited)

ASSETS
Current assel

Cash and equivalen $ 3557 $ 73,73

Marketable securitie 5,75¢ 15,29

Accounts receivable, ne

Billed 226,98« 179,20:
Unbilled 19,43¢ 18,89!

Total accounts receivable, r 246,42 198,09:

Deferred income taxe 1,164 462

Prepaid expenses and ot 9,12: 10,32¢
Total current asse 298,04. 297,91(
Property and equipment, r 19,00( 18,63
Accounts receivable, long term, 1 8,71t 8,08:
Goodwill 201,51 182,31
Other asset 24,56 18,71t
Intangible assel 40,14% 36,39t
Total asset $ 591,98.  $562,05(
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities

Notes payabls $ 2101 $ 4,55¢

Accounts payabl 13,83: 20,73¢

Accrued compensation and bene 44,52t 44,46(

Other accrued expens 38,08t 32,56¢

Income taxes payab 1,172 12,99¢
Total current liabilities 99,71t 115,32!
Notes payable, lor-term 558 —
Deferred rent expens 4,582 4,46
Deferred income taxe 4,147 6,10¢
Other lon¢-term obligations 21,59 14,61¢
Shareholder equity

Common stocl- $.10 par value, 80,000 shares authorized, 36,886,509 shares issued, respecti 3,69: 3,651

Capital in excess of pi 215,13¢ 204,14«

Retained earning 261,70¢ 234,47:

Accumulated comprehensive incol 3,22¢ 38¢

Treasury stock, at cost (7,803 and 7,774 sharpgcésely) (22,369 (21,129
Total shareholde’ equity 461,39¢ 421,53!
Total liabilities & shareholde’ equity $ 591,98.  $562,05(

See notes to condensed consolidated financiahséais (unaudited)
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CACI INTERNATIONAL INC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (WNDITED)
(amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Reconciliation of net income to net cash (usegmyided by operating activitie

Depreciation and amortizatic
Benefit for deferred income tax

Changes in operating assets and liabilities, neffett of acquisition

Increase in accounts receivable,

Increase in prepaid expenses and other a
Decrease in accounts payable and accrued exp
Decrease in accrued compensation and bet
Increase in other loi-term obligations

Increase in deferred rent expe!

Decrease in income taxes paya

Net cash (used in) provided by operating activi
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure

Cash paid for purchase of busines

Purchase of marketable securit

Proceeds from sale of marketable secur

Other asset

Net cash used in investing activiti

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from employee stock purchase |

Proceeds from exercise of stock opti
Purchase of common stock for treas

Net cash provided by financing activiti
Effect of changes in currency rates on cash and/algmts

Net decrease in cash and equivalt
Cash and equivalents, beginning of pel

Cash and equivalents, end of per

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIC
Cash paid during the period for income taxes

Cash paid for interest during the per

See notes to condensed consolidated financiahstais (unaudited).

6

Six Months Ended
December 31,

2003 2002
$27,23C  $ 19,97¢
8,00: 5,69(
(2,66¢) (322)
(35,68) (10,260
(3,344 (2,959
(2,207) (931)
(2,956 (1,489
5,31¢ 3,73¢
217 121
(6,799 (1,059
(12,89)  12,49¢
(3,00) (3,879
(38,03)  (42,78)
(95) (16,780
10,14: 10,00¢
(1,23) 8
(32,22)  (53,42)

1,57¢ —
6,16¢ 3,17(
(2,029) (105)
5,70¢ 3,06¢
1,24¢ 84z
(38,160  (37,02)
73,73¢  131,04¢
$3557 $ 94,02¢
$25767 $ 13,37:
$ 184 $ 942
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CACI INTERNATIONAL INC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (WAUDITED)

(amounts in thousands)

Net income
Currency translation adjustme
Change in fair value of interest rate sv

Comprehensive incorr

See notes to condensed consolidated financiahsésiis (unaudited)

Three Months Ended
December 31,

Six Months Ended
December 31,

2003 2002 2003 2002
$14,26¢  $10,60: $27,23( $19,97¢
2,61¢ 73t 2,841 1,68¢
— 134 — 24¢
$16,88( $11,47C $30,07: $21,90¢
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CACI INTERNATIONAL INC AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (UNAUDITED)

A. Basis of Presentatic

The accompanying unaudited condensed consolidateddial statements have been prepared pursu#im twles and regulations of t
Securities and Exchange Commission. Certain inftionand note disclosures normally included inahaual financial statements,
prepared in accordance with generally acceptedusaticy principles, have been condensed or omittedyant to those rules and
regulations, although the Company believes thatltbelosures made are adequate to make the inflammatesented not misleading.

In the opinion of management, the accompanying ditedi condensed consolidated financial statemeffiisct all necessary adjustments
and reclassifications (all of which are of a normnaturring nature) that are necessary for fais@néation for the periods presented. It is
suggested that these unaudited condensed consdlifiilaancial statements be read in conjunction Withaudited condensed consolid;
financial statements and the notes thereto inclinléiite Company'’s latest annual report to the Sgesrand Exchange Commission on
Form 10-K for the year ended June 30, 2003.

Certain reclassifications have been made to the parioc's financial statements to conform to the curreasentation

B. Cash and Equivalents and Marketable Secui

The Company considers all investments with a migtofithree months or less to be cash equivaldits.Company classifies
investments with a maturity of more than three rherdut less than twelve months as short-term mableesecurities. To date,
marketable securities have been classified asablaifor-sale and have been carried at fair valiie any unrealized gains and losses
reported as a separate component of comprehemsiovme. The fair value of marketable securities getermined based on quoted
market prices for those instruments at the repgdite. The cost of securities sold is based ocifsp&entification. Premiums and
discounts are amortized over the period from adtiprsto maturity and are included in investmertdme, along with interest and
dividends. To date, there have been no realizethi@alized gains or losses. The Company’s casleguidalents and short-term
marketable securities at December 31, 2003, anel 3002003, consisted of the following (cost apprated fair value):

December 31, 2003 June 30, 2003
Short-term Short-term
Cash and Cash and
Equivalents Marketable Equivalents Marketable
Securities Securities
(amounts in thousands)
Certificate of Deposi $ — $ 5206 $ — $ 5,14¢
Money Market Fund 13,391 — 48,55! —
Stock — 50 — —
Municipal Securitie: — 50C — 10,14
Cash 22,17¢ — 25,18 —
Total $ 3557 $ 575¢ $ 73,73¢ $ 15,29:
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C  Accounts Receivabl

Total accounts receivable are net of allowancesdabtful accounts of approximately $3,455,000 $8390,000 at December 31, 2(

and June 30, 2003, respectively. Accounts recedvatd classified as follows;

December 31

June 30,
2003 2003
(amounts in thousands
Billed receivable!
Billed receivable: $ 191,09¢ $156,01:
Billable receivables at end of peri 35,88t¢ 23,19(
Total billed receivable 226,98 179,20:
Unbilled pending receipt of contractual documenitharizing billing 19,43¢ 18,89:
Unbilled retainages and fee withholdings expectelet billed beyond the next 12 mon 8,71t 8,08:
Total unbilled receivable 28,15¢ 26,974
Total accounts receivab $ 255,13t $206,17¢

D. Intangible Asset

The gross carrying amounts and accumulated amtatizaf the Company’s acquired intangible assetsfd&ecember 31, 2003 and June

30, 2003, were as follows:

December 31, 2003

June 30, 2003

Accumulated

Accumulated

Gross  Amortization Gross  Amortization
Carrying Carrying
Amount Amount
(amounts in thousands'
Customer contracts and related customer relatips: $46,18: $ 7,141 $39,97 $ 4,48
Covenants not to compe 787 20¢ 38C 121
Other 73€ 21C 717 71
Total $47,700 $ 7,56( $41,07( $ 4,67¢

Intangible assets are being amortized over penadging from 12 to 120 months. Amortization expefwseéhe six months ended
December 31, 2003 and fiscal year ended June 83, @8s approximately $2.9 million and $2.8 millisaspectively. Future

amortization expense related to intangible assetgpected to be as follows:

(amounts in thousands)

Six months ended June 30, 2(
Fiscal year ended June 30, 2(
Fiscal year ended June 30, 2(
Fiscal year ended June 30, 2(
Fiscal year ended June 30, 2(

Amount

$3,29¢
$6,33:
$6,14(
$5,88:
$5,21¢
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E.

Commitments and Contingenci

The Company is involved in various lawsuits, claieasd administrative proceedings arising in themadrcourse of busines
Management is of the opinion that any liabilitylass associated with such matters will not haveatenal adverse effect on the
Company’s operations and liquidity.

The Company has entered into a subcontract agreemitbra vendor to purchase a number of directidimaling units to be ordered
connection with the performance of one of the Camyfsacontracts over a four year period ending $cdi year 2006. The subject
subcontract provides for unit price decreasesastimber of units purchased under the subcontrar¢ases. Based on the present status
of contract performance, management believes tlga€Cbmpany will purchase a sufficient number ofsuover the subcontract term to
allow it to realize the lowest unit cost availalBased upon that expectation, unit costs incuwethte have been recognized in “Other
Direct Costs” at such lowest unit cost. Based @ennthmber of units ordered to date and assumingithather units are ordered under the
subcontract, the Company’s maximum unit price expogthe difference between the unit price thatldide applicable to the number of
units actually purchased as compared to the digqmige at which the Company has recognized thehases to date) is estimated to be
approximately $1,720,000, which has not been rembnd the Company'’s financial statements as of B 31, 2003.

The Company is currently under examination by ttegeSof Indiana. The examination is for the pefedinning June 30, 1991 and
ending June 30, 2000 and focuses on whether thep@oyestablished a taxable presence in Indianagltine examination period.
Management of the Company believes that it hagsiatblished a taxable presence and will conteshtide’s conclusion vigorously.
While the outcome of the examination is uncertdie,Company estimates the range of exposure tetveebn $0 and $1.5 million. The
Company does not believe the outcome will have geri@h adverse effect on its financial statements.

Stoclk-Based Compensatic

The Company currently accounts for employee st@adet compensation transactions using the intriradice method in accordance with
Accounting Principles Board (“APB”) Opinion No. 2A¢counting for Stock Issued to Employees, as amended by Financial Accounting
Standards Board Interpretation No. Adcounting for Certain Transactions Involving Stock Compensation. No compensation cost was
recognized in connection with these transactiorthérthree and six months ended December 31, 2002@02. If the Company’s
employee stock-based compensation transactionbdwmlaccounted for based on their fair value, tesméned under Statement of
Financial Accounting Standards (“SFAS”) No. 128counting for Stock-Based Compensation, the pro forma earnings would have been
as follows:

Three Months Ended Six Months Ended
December 31, December 31,

(amounts in thousands, except per share amount 2003 2002 2003 2002
Reported net incomr $14,26¢ $10,60! $27,23( $19,97¢
Stocl-based compensation costs that would have beerdirtiim the determination

reported net income, if the fair value method wagliad to all awards, (net of ta (1,512 (1,239 (2,974 (2,47
Pro forma net incom $12,75. $ 9,36z $24,25¢ $17,49¢
Basic earnings per share
Reported earnings per shi $ 04¢ $ 037 $ 092 $ 0.7¢C
Compensation costs (net of t¢ (0.0%) (0.09 (0.10 (0.09)
Pro forma earnings per she $ 044 $ 03z $ 08 $ 0.61
Diluted earnings per share:
Reported earnings per shi $ 048 $ 03€ $ 091 $ 0.6¢
Compensation costs (net of t¢ (0.05) (0.09 (0.10 (0.0§)
Pro forma earnings per sh $ 04z $ 03z $ 081 $ 0.6C

10
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The weighted average fair value of options graniietihg the six months ended December 31, 2003 aad &ere $11.76 and $20.33,
respectively. The fair value of each option grarigeestimated on the grant date using the Blacleleshoption pricing model. These pro
forma results may not be indicative of future restor the full fiscal year due to the potentiahgts vesting and other factors. The
following significant assumptions were made inrasting fair value:

Three and Six months ended December 31,

2003 2002
Risk-free interest rate 2.48%- 3.63% 3.05%- 4.08%
Expected life in year 5 5
Expected volatility 33.01%- 34.61% 47.04%- 65.09%

Expected dividend — —

G. Stock Purchase Pl:

The Company adopted the 2002 Employee Stock PurdPlas “ESPF’), Management Stock Purchase PI*MSPF’), and Directol
Stock Purchase Plan (“DSPP”) at its annual shadenoheeting on November 21, 2002 and implementesktplans beginning July 1,
2003 (the start of the Company’s fiscal year 200#gre are 500,000, 300,000, and 75,000 sharesr&et for grants under the ESPP,
MSPP and DSPP, respectively. The aforementionets gleovide employees, management, and directorsamitopportunity to acquire
increase an ownership interest in the Company girdlie purchase of shares of the Company’s commtook at a discounted rate
(except for the DSPP which offers no discount)jesttito certain terms and conditions.

The ESPP is implemented through one offering dueimch quarter of each fiscal year, beginning dffectuly 1, 2003. The ESPP allo
the Company’s full-time employees to purchase shafeommon stock at 85% of the fair market valfia share of common stock on
the first day or the last day of the offering périashichever is lower. The maximum number of sh#inas an eligible employee may
purchase during any offering period is equal to times an amount determined as follows: 20% of ®imployee’s compensation over
the offering period divided by 85% of the fair markalue of a share of common stock on the firgtafahe offering period. As the ES
is a qualified plan under Section 423 of the Int¢¢Revenue Code and the Company follows APB OpiiNon25, no compensation
expense has been recorded in connection with tiRPEBhe Company follows the disclosure provisidnSFAS No. 123 in accounting
for the ESPP. As of December 31, 2003, participhate purchased approximately 18,000 shares uhddt3PP.

The MSPP provides senior executives with stockihgldequirements a mechanism to acquire Restrigtedk Units “RSU¢") in lieu of
up to 30% of their annual bonus. The RSUs are asdchuthder the MSPP at 85% of the market price oObimpany’s common stock on
the date of the award and vest three years frorddke of the award, upon a change of control ofxbmpany or the participastdeath ¢
permanent disability. Vested RSUs will be settledhares of common stock. The Company accountd &P transactions in accorda
with APB Opinion No. 25. As of December 31, 200%re have been approximately 29,000 RSUs issueet tinel MSPP.

The DSPP provides an opportunity for Non-Employ@&ed®ors to acquire an equity interest in the Conmypdhe DSPP allows directors
to elect to receive RSUs, which vest three yeans fthe date of the award, upon a change of cootrtile Company, or the participant’s
death or permanent disability, at the market poiche Company’s common stock on the date of thardwn lieu of up to 50% of their
annual retainer fees. Vested RSUs will be settieshares of common stock. As of December 31 20@8ethave been no RSUs issued
under the DSPP.

11
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H.

Earnings Per Sha

SFAS No. 128Earnings Per Share requires dual presentation of basic and dilutediegs per share on the face of the income statel
Basic earnings per share excludes dilution andngpaited by dividing income by the weighted avenagmber of common shares
outstanding for the period. Diluted earnings parshreflects potential dilution that could occuséfcurities or other contracts to issue
common stock were exercised or converted into comsback. Diluted earnings per share includes theemental effect of stock options
calculated using the treasury stock method. Thet tfedow shows the calculation of basic and dilitadhings per share for the three and
six month periods ended December 31, 2003 and 266gectively:

Three Months Ended Six Months Ended
December 31, December 31,

2003 2002 2003 2002
(amounts in thousands, except per share amounts)
Net income $14,26¢ $10,601 $27,23(  $19,97¢
Weighted average number of shares outstandingglthiz perioc 29,08! 28,691 28,97( 28,57
Dilutive effect of stock options after applicatiohtreasury stock methc 887 79¢ 874 82¢
Weighted average number of shares outstandingglthia perioc 29,96¢ 29,49t 29,84 29,39¢
Basic earnings per she $ 04¢ $ 037 $ 094 $ 0.7C
Diluted earnings per sha $ 046 $ 03¢ $ 091 $ o0.6¢

Acquisitions

On October 16, 2003, the Company acquired all @fothtstanding stock of-CUBED Corporation“C-CUBED"). C-CUBED provides
specialized services in support of C4ISR (Comma&authtrol, Communications, Computers, Intelligenagr\8illance, and
Reconnaissance) initiatives to clients in the Depant of Defense, federal, civilian, and intelligercommunities. The total purchase
price was $35.3 million, of which $33.3 million hiasen paid. The balance of $2.0 million is payabléne form of contingent
consideration to the former shareholders dZGBED, regardless of their employment status with€ompany, based on the achievel
of level of effort goals on an existing contraat 8 months after the acquisition. The Companygtased this amount in escrow and
recorded it as an Other Asset in the Consolidatddrige Sheet, and will record additional goodwithe contingent consideration is
earned. Approximately $19.0 million of the purchasiee has been allocated to goodwill based priman the excess of the purchase
price over the $7.9 million estimated fair valuettod net assets acquired and the $6.4 million vassggned to identifiable intangible
assets. The Company is amortizing substantiallgwadh intangible assets over a period of two te jigars. C-CUBED contributed
revenue of $8.9 million for the period from Octoli€;, 2003 to December 31, 2003.

The following unaudited proforma combined conderstatements of operations set forth the consolidedsults of operations for tl
three and six months ended December 31, 2003 &l &0if the above described acquisition had oeduait the beginning of each
period presented. The unaudited proforma informadioes not purport to be indicative of the resthlgg actually would have occurred if
the combination had been in effect for the thres i month periods ended December 31, 2003 and.200

12
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K.

Three Months Ended Six Months Ended
December 31, December 31,
2003 2002 2003 2002
(amounts in thousands, except per share amount
Revenue $265,12° $216,22: $513,45. $416,76(
Net income 14,31 10,79¢ 27,791 20,39:
Diluted earnings per sha $ 04t $ 037 $ 09 $ 0.6¢

Business Segment Informati

The Company reports operating results and finamizitd in two segments: domestic operations andniational operations. Domes
operations provide information technology and comitations solutions through all four of the Companmyajor service offerings:
systems integration, managed network services, lauge management and engineering services. Iteroess are primarily U.S. federal
agencies, however, it does serve a number of ageonéiforeign governments and customers in the centiad and state and local sectors
and places employees in locations around the viokdipport of these clients. International operaioffer services to both commercial
and government customers primarily through the Gamyjs systems integration line of business. The Compaajuates the performar

of its operating segments based on income befomie taxes. Summarized financial information comicgy the Company’s reportable
segments is shown in the following tables.

International

Domestic Total
(amounts in thousands’
Quarter Ended December 31, 200
Revenue from external custom: $252,44. $ 10,90¢ $263,35:
Pre-tax income 22,347 90C 23,247
Quarter Ended December 31, 200
Revenue from external custom: $193,65: $ 10,85¢ 204,51:
Pre-tax income 15,70: 1,261 16,96:
Six Months Ended December 31, 20C
Revenue from external custom: $478,84¢ $ 20,24¢ $499,09¢
Pre-tax income 43,26 89¢ 44,16(
Six Months Ended December 31, 20C
Revenue from external custom: $371,31: $ 21,177 392,48¢
Pre-tax income 29,46: 2,50¢ 31,967

Subsequent Evel

On February 12, 2004, the Company announced istgetd a definitive purchase agreement to acqllicé the outstanding shares

CMS Information Services, Inc. (“CMS”). For the yemded December 31, 2003, CMS reported revenapprbximately $39 million.
The Company expects to pay between $25 million&8tmillion at the time of closing. The transactisrexpected to close at the end of
February 2004, upon successful completion of dligedice efforts.

13
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L. Recent Accounting Pronounceme

In November 2002, the Emerging Issues Task F“EITF") issued a final consensus on Issue N«-21, Accounting for Revenue
Arrangements with Multiple Deliverables (“Issue 00-21"). Issue 00-21 provides guidance ow And when to recognize revenues from
arrangements requiring delivery of more that orwlpct or service. It also addresses how arrangecmssideration should be measured
and allocated to the separate units of accountirmgniarrangement. To the extent that a delivelialpart of an arrangement that is within
the scope of other existing higher-level autharitatiterature, Issue 00-21 does not apply. Issu@Dis effective prospectively for
arrangements entered into in fiscal periods begmafter June 15, 2003. To date, the adoption ®FH$sue 00-21 has not had a material
effect on the Company’s results of operations amahtcial position.

14
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ltem 2. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations

Results of Operations For the Three Months Ended Dxember 31, 2003 and 200:

Revenue. The table below sets forth revenue by customer sagmith related percentages of total revenueHerthree months end
December 31, 2003 (FY2004) and 2002 (FY2003), icapy:

Second
Second Quarter Quarter Change
FY2004 FY2003 $ %

(amounts in thousands)

Department of Defens $171,95. 65.3%  $129,97¢ 63.5%  $41,97¢ 32.3%
Federal Civilian Agencie 75,11¢ 28.5% 57,39« 28.1% 17,72¢ 30.9%
Commercial 12,68! 4.8% 14,27( 7.0% (1,589 (11.1)%
State & Local Governmen 3,59¢ 1.4% 2,86¢ 1.4% 731 25.5%
Total $263,35. 100.0% $204,51: 100.0% $58,84( 28.8%

For the three months ended December 31, 2003 reatahue increased by 28.8%, or $58.8 million, dliersame period a year ago. Increased
revenue in the second quarter resulted from coetigrowth in the systems integration, engineerargises, and knowledge management
offerings of the Company’s domestic operationssTrowth is a result of the Company’s strategiafoon national security and the reshaping
of the way government agencies communicate, useliaadminate information, deliver services, anddcmh business.

Acquisitions made during the last twelve monthsehavcounted for $28.5 million of the growth in thearter. On October 16, 2003, the
Company acquired all of the outstanding stock @@BED Corporation (“C-CUBED”). In the second quarné FY2004, C-CUBED
contributed $8.9 million of additional revenue. ®ay 15, 2003, the Company acquired substantiallpfahe assets of Premier Technology
Group, Inc., (“PTG”) which contributed $16.4 milliaf FY2004 second quarter revenue. On Februar@83, the Company purchased all of
the outstanding capital stock of Applied Technol&pjutions of Northern Virginia, Inc., (“ATS”) whiiccontributed $1.7 million of FY2004
second quarter revenue. On October 16, 2002, thep@oy acquired all of the outstanding capital stofchcton Burnell, Inc. Acton Burnell
contributed $1.5 million in incremental revenue tloe second quarter of FY2004.

Department of Defense (“DoD”) revenue increase®%2.or $42.0 million, for the three months ended@&mweber 31, 2003 as compared to the
same period a year ago. DoD revenue growth wasapititdue to increased demand from customers ssicrategic and tactical organizations
in the military intelligence community, the U.S Ayle Communications-Electronics Command and itslligience and Security Command, the
U.S. Navy’s Chief of Naval Aviation, and the Na&lrface Warfare Command. The aforementioned adiguisicontributed $23.5 million of
this increased revenue in the current quarter régpoof which was derived from the customer basscdbed above.

Revenue from Federal Civilian Agencies increase@%0 or $17.7 million, for the three months endest@nber 31, 2003, as compared to the
same period a year ago. Approximately 37.1% of Fadgivilian Agency revenue was derived from thepBement of Justice (“DoJ"), for
whom the Company provides litigation support seesiand maintains an automated debt managemeninsyRévenue from DoJ was $27.9
million for the second quarter of FY2004, as conegéaio $21.6 million for the same period a year dgw C-CUBED, PTG, ATS and Acton
Burnell acquisitions contributed approximately $ilion of the total growth in Federal Civilian &gcy revenue for the quarter. The
remaining growth in Federal Civilian Agency reveraene primarily from higher volumes of work fromstomers in the national intelligence
community.

Commercial revenue is derived from both internatl@and domestic operations. The international ders.accounted for $10.9 million, or
86.0%, of the total Commercial revenue, while tbendstic operations accounted for $1.8 million, 410%. Total Commercial revenue
decreased by 11.1%, or $1.6 million, during theosdoquarter of FY2004, as compared to the samegbariear ago. This decrease was
primarily the result of winding down a contract lwe customer in bankruptcy that ended during treetgu

Revenue from State and Local Governments increlag@®.7 million, or 25.5%, to $3.6 million for tlygiarter ended December 31, 2003.
Revenue from State and Local Governments represapigroximately 1.4% of the total Company’s revefurgéhe three months ended
December 31, 2003 and 2002, respectively.
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ltem 2. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations (continued

Income from Operations . The following table sets forth the relative peregyet that certain items of expense and earningstbasyenue for
the quarters ended December 31, 2003 and 200 atasgly.

Percentage of
Dollar Amount Revenue Second Quarter
Second Quarter Second Quarter Change

FY2004 FY2002

FY2004  FY2003 $ %

(amounts in thousands)
Revenue $263,35. $204,51: 100.% 100.(% $58,84( 28.t%
Costs and expense

Direct costs 163,46: 125,93( 62.1 61.€ 37,53: 29.¢

Indirect costs & selling expens 72,54¢ 58,85¢ 27.t 28.¢ 13,68¢ 23.t

Depreciation & amortizatio 4,16¢ 2,92: 1.€ 14 1,24: 42.F
Total operating expens: 240,17 187,71. 91.c 91.¢ 52,46¢ 27.¢
Income from operatior 23,17¢  16,80( 8.8 8.2 6,37¢ 38.C
Interest incomt (72) (163 0.C (0.7 92 (56.9
Earnings before income tax 23,247 16,96: 8.8 8.3 6,282 37.C
Income taxe: 8,98: 6,362 34 3.1 2,621 41.z
Net Income $ 14,26+ $ 10,60 5.4% 52% $ 3,66 34.6%

Operating income increased 38.0%, or $6.4 millfonthe three months ended December 31, 2003 apam@u to the same period a year ago.
This increase in operating income was driven prilpay a favorable mix of business and by operadlaost efficiencies achieved primarily in
connection with acquired operations. The growtthefCompanys operations, including recently acquired operati@ontinued to be driven
increased demand for missiaritical support for intelligence community custamieand knowledge management, engineering andilogianc
systems integration support for the DepartmentefeDse and civilian agencies.

As a percentage of revenue, direct costs were 62r1d61.6% for the quarters ended December 31, 2082002, respectively. Direct costs
include direct labor and “other direct costs” sashequipment purchases, subcontractor costs arel éxgpenses. Other direct costs are
common in our industry; they are incurred in resgeoto specific client tasks, and vary from periogériod. The largest component of direct
costs, direct labor, was $77.7 million and $61.0iom for the second quarters of FY2004 and FY20@3pectively. The increase in direct la
was attributable to the internal growth in fedeyabernment business, both in DoD and Federal @ivihgencies, as well as from the FY2004
acquisition of C-CUBED and the FY2003 PTG, ATS @udon Burnell acquisitions, all of which are deber above. Other direct costs were
$85.8 million and $64.9 million in FY2004 and FYZ)0espectively. The increase in other direct casts primarily the result of increased
subcontractor and equipment costs within the sysiategration and engineering services lines ofrtass and the aforementioned acquisiti

Indirect costs and selling expenses include fringieefits, marketing and bid and proposal coststentllabor and other discretionary costs.
Most of these are highly variable and have growddltar volume generally in proportion to the Compa growth in revenue. As a percentage
of revenue, indirect costs and selling expenseg ®ér5% and 28.8% for the three months ended Dese&ilh 2003 and 2002, respectively.
This 1.3% decrease was primarily due to cost efficies achieved in connection with acquisitions.

Depreciation and amortization expense increaseplli®y million, or 42.5%, in FY2004 as compared ta®2B¥3. This increase was primarily ¢
to amortization of approximately $23.8 million oténgible assets acquired over the last twelve hsoftmortization of intangible assets
increased approximately $1.6 million during therieraas compared to a year ago.

Interest income decreased 56.4%, or $92,000, dtiimguarter ended December 31, 2003 as compatkd game period a year ago. This
decrease is due to the Company’s portfolio of @ashequivalents and marketable securities decigfsim $120.8 million at December 31,
2002 to $41.3 million at December 31, 2003. Thishcaas used primarily for the Company’s acquisitiotivities and working capital.

The effective income tax rates for the second thmeaths of FY2004 and FY2003 were 38.6% and 37r&%¥pectively.
16



Table of Contents

ltem 2. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations (continued

Results of Operations For the Six Months Ended Deagber 31, 2003 and 2002.

Revenue . The table below sets forth revenues by customdr reiated percentages of total revenues for thensimths ended December 31,
2003, (FY2004) and December 31, 2002 (FY2003),eetbely:

Year to Date
Year to Date Change
FY2004 FY2003 $'s %

(amounts in thousands'

Department of Defens $321,66: 64.5% $248,78: 63./% $ 72,87¢ 29.7%
Federal Civilian Agencie 144,74  29.(% 110,65( 28.2% 34,09t 30.8%
Commercial 24.67¢  4.S% 26,86( 6.8% (2,182 (8.1)%
State & Local Governmen 8,011 1.€% 6,19¢ 1.€% 1,81¢ 29.2%
Total $499,09¢ 100.(% $392,48¢ 100.(% $106,60° 27.2%

For the six months ended December 31, 2003 the @oy'ptotal revenue increased 27.2%, or $106.Ganjllover the same period a year ago.
Revenue growth was driven by increased demand federal government customers across all lines siness.

Acquisitions made during the last twelve monthsoaated for $55.5 million of the revenue growth floe year. The acquisition of C-CUBED
accounted for $8.9 million of the growth. The PT€gaisition accounted for $28.1 million of the growATS accounted for $3.6 million of the
growth and Acton Burnell accounted for $12.7 milliof the growth. Finally, the August 15, 2002 asifion of Condor (“Condor”) accounted
for approximately $2.2 million of the growth duritige year.

DoD revenue increased 29.3%, or $72.9 million tfier six months ended December 31, 2003 as compathd same period a year ago. The
aforementioned acquisitions accounted for over dfafiis growth, contributing $40.1 million in rewee. The Company also continued to
experience increased demand for mission-criticapsett for intelligence community customers anddogineering and logistics and systems
integration support for the DoD.

Revenue from Federal Civilian Agencies increase8%0 or $34.1 million, for the first six months Y2004 as compared to the first six
months of FY2003. Approximately 36.8% of Federalilzin Agency revenue for the year was derived fidod, for whom the Company
provides litigation support services and maintainsautomated debt collection system. Revenue fdnias $53.3 million for the six months
ended December 31, 2003 as compared to $44.0 mitiothe same period a year ago. The overall asgén Federal Civilian Agency revenue
was generated from the previously mentioned adiprisi, and increased demands from the Company&iegicustomers within the national
intelligence area.

Commercial revenue is derived from both internatl@and domestic operations. The international ders.accounted for $20.2 million, or
82.0%, of the total Commercial revenue while thendstic operations accounted for $4.4 million, 0098, of total revenue. Total Commercial
revenue decreased by 8.1%, or $2.2 million, dufiregfirst six months of FY2004 as compared to #haes period a year ago. International
operations were down approximately $900,000 froyear ago, although up in the quarter while domexgiierations were down approximately
$1.3 million as a result of winding down a contraith a customer in bankruptcy, that ended durirgduarter.

Revenue from state and local governments incre28&%6, or $1.8 million, in FY2004 as compared t®2B¥3. Revenue from state and local
governments represented 1.6% of the total Compary&nue for the six months ended December 31, 2862002, respectively.
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ltem 2. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations (continued

Income from Operations . The following table sets forth the relative peregyet that certain items of expense and earningstbasyenues for
the six months ended December 31, 2003 and Dece3ib@002, respectively.

Percentage of
Dollar Amount Revenue Year to Date
Year to Date Year to Date Change

FY2004 FY200:

FY2004  FY2003 $ %

(amounts in thousands)
Revenue $499,09¢ $392,48¢ 100.(% 100.(% $106,60" 27.2%
Costs and expense

Direct costs 309,28¢ 240,61: 61.€ 61.: 68,67¢ 28.t

Indirect costs & selling expens 138,06« 114,70: 27.7 29.2 23,36: 20.4

Depreciation & amortizatio 8,00z 5,69( 1.6 1kt 2,312 40.€
Total operating expens: 455,35¢ 361,00: 91.Z 92.C 94,35; 26.1
Income from operatior 43,741  31,48¢ 8.8 8.C 12,25¢ 38.¢
Interest (income) expense, 1 (419 (481) (0.1 (0. 62 (12.9
Earnings before income tax 44,16( 31,967 8.9 8.1 12,19: 38.1
Income taxe: 16,93 11,99 34 3.C 4,93¢ 41.2
Net Income $ 27,230 $ 19,97¢ 5.5% 51% $ 7,25¢ 36.2%

Operating income for the first six months of FY2@@ds $43.7 million, an increase of 38.9% over ojegancome of $31.5 million reported a
year earlier. The higher operating income was driwémarily by operational cost efficiencies, ceghergies associated with acquisitions, a
favorable mix of business.

As a percentage of revenue, direct costs were 6ar8%61.3% for the six months ended December 313 26d 2002, respectively. Direct
costs include direct labor and “other direct costs¢h as equipment purchases, subcontractor aubtsavel expenses. Other direct costs are
common in our industry because they are incurrgdsponse to specific client tasks and may vamnfperiod to period. The largest compor

of direct costs, direct labor, was $147.3 milliod&118.8 million for the six months ended Decenttier2003 and 2002, respectively. The
increase in direct labor was attributable to therimal growth in our federal government business) in DoD and Federal Civilian Agencies as
well as from the C-CUBED, PTG, ATS, Acton BurnalidaCondor acquisitions (the Company acquired theeBonent Solutions Division of
Condor Technology Solutions, Inc. in August 20@her direct costs were $162.0 million and $121ilion for the first six months of

FY2004 and FY2003, respectively. The increase lemtlirect costs occurred primarily due to incrdasgume of tasking across most lines of
business as well as the aforementioned acquisitions

Indirect costs and selling expenses include fringrefits, marketing and bid and proposal coststaéntllabor and other discretionary costs.
Most of these are highly variable and have growddltar volume generally in proportion to the grbvih revenue and increase in number of
employees. As a percentage of revenue, indirets el selling expenses were 27.7% during thedixstnonths of FY2004 as compared to
29.2% over the same period a year ago. This 1.5%edse was primarily due to cost efficiencies adddn connection with acquisitions.

Depreciation and amortization expense increasefii million, or 40.6%, in FY2004 as compared t®2B¥3. The increase was primarily due
to amortization of approximately $23.8 million otangible assets acquired over the last twelve hso#tmortization of intangible assets
increased $1.8 million for the six months endedddeloer 31, 2003 as compared to the prior year.

Interest income decreased 12.9%, or $62,000, éosithmonths ended December 31, 2003 as compatbd tmme period a year ago. This
decrease is due to the Company’s portfolio of eaghequivalents and marketable securities decigfsim $120.8 million at December 31,
2002 to $41.3 million at December 31, 2003. Thishcaas used primarily for the Company’s acquisitiotivities and to fund operations.

The effective income tax rate for the first six rfenof FY2004 and FY2003 were 38.3% and 37.5% easely.
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ltem 2. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations (continued

Liquidity and Capital Resources

Historically, the Company’s positive cash flow fraperations and available credit facilities havevpded adequate liquidity and working
capital to fully fund the Company’s operational deeSince March 2002, the proceeds from the Conipanffering of approximately 4.9
million shares of additional common stock have be@mincipal source of liquidity and capital to €uhusiness acquisitions. Cash and
equivalents and marketable securities were $41lBmand $89.0 million as of December 31, 2003 dnde 30, 2003, respectively. Working
capital was $198.3 million and $182.6 million adDafcember 31, 2003 and June 30, 2003, respecti@gigrating activities used cash of $12.9
million and provided cash of $12.5 million for thix months ended December 31, 2003 and 2002, rdsggc The Companys working capite
requirements increased significantly during the¢hmonths ended December 31, 2003 to supportdheugt of several new contracts and
compensate for delays in receiving funding from fedieral government clients. As a result, colledtiof receivables were slower than
anticipated. This caused the Company’s days salis¢amding to increase from 77 days a year ag6 we§s at December 31, 2003. The
Company expects its days sales outstanding to medmbetween 75 and 77 days at June 30, 2004raergpapproximately $25 million to
$30 million of additional cash flow from operatiorizash flow from operations also was affected leytiiming of vendor payments and tax
payments.

The Company used $32.2 million and $53.4 milliorcagh in investing activities during the first swonths of FY2004 and FY2003,
respectively. The cash used in both years was pitimia support of the Company’s on-going businasguisition activities.

The Company generated cash from financing actsvitie$5.7 million during the first six months of B804 as compared to $3.1 million over
the same period a year ago. In both years, suthwas generated primarily from proceeds from ther@se of stock options and employee
stock transactions, partially offset in 2003 by pluechase of stock to meet the requirements o€trapany’s stock plans as approved by the
stockholders at the FY2003 Annual Meeting.

In anticipation of continuing its strategy of busés acquisitions and in order to secure loweréstenrates, on February 4, 2002, the Company
executed a five year unsecured revolving line etlitr The agreement permits borrowings of up tos®tdlion with a sublimit of $75 million

per year on amounts borrowed for acquisitions. dy@icable interest rate is based on LIBOR plusaagin. In addition, the Company pays a
fee on the unused portion of the facility. The nirargte and unused portion fee are determined eattased on leverage, net worth and fixed
charge coverage ratios. In addition, the agreeimastovenants that obligate the Company to opeiithien certain limits on those same ratios.
The Company is currently in compliance with thoseenants. The Company also maintains a 500,000dzosterling, unsecured line of credit
in London, England, which expires in December 20®lof December 31, 2003 the Company had no bormgsvuinder either of these lines of
credit.

The Company believes that the combination of iréyrgenerated funds, available bank borrowingseagh and cash equivalents on hand
provide the required liquidity and capital resogréer the foreseeable future.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

As of December 31, 2003, the Company had investriamharketable securities valued at $5.8 millidpproximately $5.2 million o
investments is held in a certificate of deposit thatures in August 2005. However, the Companyreg®tiated a one-time breakage clause
that allows for redemption of principal plus acatueterest without any penalties. The remainingugées consisted of highly liquid
investments that had maturities of less than 3¢5 daDecember 31, 2003. These investments aredubjinterest rate risk and will decrease
in value if market interest rates increase. Hypiita#ly, a 10% increase or decrease in marketéstaates from the December 31, 2003 rates
would not cause a material change in the valubedd short-term investments. The Company doesxpetethe value of these investments to
be affected to any significant degree by the efééet sudden change in market interest rates. Bein interest rates over time will, however,
reduce our interest income. As of December 31, 20@3Company did not have significant holdingeduity investments. Therefore, the
Company did not have any material equity price.risk

Approximately 4.1% and 5.7% of the Company’s togalenues in the first six months of FY2004 and F¥20espectively, were derived from
our international operations, primarily in the WdtKingdom. The Company’s practice in its interoaél operations is to negotiate contracts in
the same currency in which the predominant expeasemcurred, thereby mitigating the exposureteifyn currency exchange fluctuations. It
is not possible to accomplish this in all casesstlthere is some risk that profits will be affechy foreign currency exchange fluctuations. As
of December 31, 2003, the Company had approxim&tsdy7 million in cash that is held in pounds sterin the United Kingdom. This allows
the Company to better utilize its cash resourceeadralf of its foreign subsidiaries, thereby mitigg foreign currency conversion risks.

Iltem 4. Controls and Procedures

As of the end of the 90 day period covered by port, the Company carried out an evaluation efdtiectiveness of the design and opers

of its disclosure controls and procedures purstBikchange Act Rule 13a-15 under the supervisimhveith the participation of the
Company’s management, including the Company’s hkefcutive Officer and Chief Financial Officer. Balsupon that evaluation, the
Company’s Chief Executive Officer and Chief Fina@fficer concluded that the Company’s disclostoetrols and procedures are effective.
Disclosure controls and procedures are controlspanckdures that are designed to ensure that iatismrequired to be disclosed in the
Companys reports filed or submitted under the Exchangeif\otcorded, processed, summarized and reporthchwie time periods specifit

in the Securities and Exchange Commission’s rutesfarms.

There have been no significant changes in ournatezontrols or in other factors that could sigrafitly affect internal controls subsequent to
the date the Company carried out this evaluation.
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PART Il
OTHER INFORMATION

Iltem 1. Legal Proceedings
Appeal of CACI International Inc, ASBCA No0.530:

Reference is made to Part I, Iltem 1, Legal Procesd in the Registra’s Annual Report on Form -K for the year ended June 30, 2003,
the most recently filed information concerning #ppeal filed on September 27, 2000, with the Ari@ed/ices Board of Contract Appeals
(“ASBCA") challenging the Defense Information Sysig Agency’s (“DISA”) denial of its claim for breaat contract damages. The
Registrant’s appeal seeks damages arising from BIB#ach of a license agreement pursuant to whielDepartment of Defense agreed to
conduct all electronic data interchanges (whichlwabroadly understood to mean e-commerce) exdlysiirough certified value-added
networks, such as the network maintained by Regist wholly-owned subsidiary, CACI, INC.-FEDERAIar the period from September 2,
1994 through April 22, 1998. By decision of March 2001, in the companion case of GAP Instrumemp@uation, ASBCA No0.51658 (200:
the ASBCA held that the Government’s failure to doct all electronic data interchanges exclusiveipigh certified value-added networks
constituted a breach of contract. As a result,amthe GAP Instrument decision is overturned oreahRegistrant will pursue collection of its
damages, which are substantial and which could hawaterial impact on the Company’s earnings.

Since the filing of Registrant’s report indicatduzbae, the trial of the matter has been completedaapost-hearing briefing schedule set. The
briefing will be completed by mid-April, with a diston likely before the end of calendar 2004.

Item 2. Changes in Securities and Use of Procee

None.

Iltem 3. Defaults Upon Senior Securitie:

None.

Iltem 4. Submission of Matters to a Vote of Security Holder:

At the Compan’s annual meeting on November 20, 2003, the stodkhelelected Dr, J.P. London, Michael J. BayereiP&t Derow, Richar

L. Leatherwood, Barbara A. McNamara, Arthur L. MgnBr. Warren R. Phillips, Charles P. Revoile, RichP. Sullivan, John M. Toups, and
Larry D. Welch to serve as directors of the Compiamythe next year and ratified the appointmenEpfst &Young LLP as independent
auditors.

Item 5. Other Information
Forward Looking Statements

There are statements made herein which may noessltiistorical facts and, therefore, could be jmeted to be forward looking statement:
that term is defined in the Private Securitiesdation Reform Act of 1995. Such statements areestithp factors that could cause actual results
to differ materially from anticipated results. Tiaetors that could cause actual results to diffatamally from those anticipated include, but are
not limited to, the following: regional and natiér&@onomic conditions in the United States and &thKingdom, (the UK economy is
experiencing a downturn that affects the RegistsaskK operations) including conditions that reduttm terrorist activities or war; changes in
interest rates; currency fluctuations; failure thiave contract awards in connection with recomgpfie present business and/or competitior
new business; the risks and uncertainties assdoidth client interest in and purchases of new potsl and/or services; continued funding of
U.S. Government or other public sector projectselddaon a change in spending patterns, or in thet @fe priority need for funds, such as
homeland security, the war on terrorism or rebagdiraq; government contract procurement (suchds b
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protest, small business set asides, etc.) andration risks; individual business decisions of dients; the financial condition of our clients;
paradigm shifts in technology; competitive facteush as pricing pressures and competition to Iniceratain employees; our ability to
complete and implement acquisitions appropriatectievement of our strategic plans; material chamgéaws or regulations applicable to our
businesses, particularly legislation affectingg@yvernment contracts for services, (ii) outsour@hgctivities that have been performed by the
government, (iii) competition for task orders un@mvernment Wide Acquisition Contracts (“GWACS”")d4or schedule contracts with the
General Services Administration; and (iv) expengihgtock options; our own ability to achieve thgextives of near term or long range
business plans; and other risks described in tepaay’s Securities and Exchange Commission filings.

Iltem 6. Exhibits and Reports on Form §K
Exhibits

10.1 Stock Purchase Agreement dated September 22, 200@én the Registrant, CACI Inc. — Federal, C-Cuberporation and the
Stockholders of -Cubed Corporatior

31.1 Section 302 Certification Dr. J.P. Lonc
31.2 Section 302 Certification Mr. Stephen L. Watec
32.1 Section 906 Certification Dr. J.P. Lonc
32.2 Section 906 Certification Mr. Stephen L. Watec

Reports

» The Registrant filed a Current Report on Foi-K on October 16, 2003, in which the Registrant amoed that it had completed
purchase of the outstanding stock -CUBED Corporation

» The Registrant filed a Current Report on Form 8fKOctober 22, 2003 in which the Registrant furadits financial results for the
first quarter of fiscal year 200

* The Registrant filed a Current Report on Fol-K/A on November 18, 2003 in which the Registramhfshed its financial results fi
the fourth quarter and full fiscal year 20!
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SIGNATURES

Pursuant to the requirements of the Securities &xg Act of 1934, the Registrant has duly causiedé¢iport to be signed on its behalf by the
undersigned hereunto duly authorized.

CACI International Inc
Registran

Date: February 13, 20( By: /sl

Dr. J. P. Londor

Chairman of the Board, President
Chief Executive Officer and Director
(Principal Executive Officer

Date: February 13, 20( By: /sl

Stephen L. Waechtt

Executive Vice President

Chief Financial Officer and Treasurer
(Principal Financial Officer

Date: February 13, 20( By: Isi

James D. Kuhi
Senior Vice President and Corporate Controller
(Principal Accounting Officer
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STOCK PURCHASE AGREEMENT

S TOCK P URCHASEA GREEMENT, dated as of September 22, 2003 (tAgr‘eement ), by and amond@ACI International Inc , a Delawar
corporation (“Parent "), CACI, INC. - FEDERAL , a Delaware corporation and wholly-owned subsjdadrParent (“Federal "), C-CUBED
Corporation , a Virginia corporation (C-CUBED "), and the stockholders of C-CUBED listed on SalledA attached hereto that are
signatories to this Agreement (each individually&ockholder ” and collectively, the ‘Stockholders ™).

WITNESSETH

WHEREAS, as of the date hereof, each Stockholdersaive number of issued and outstanding sharesnofnon stock, $0.10 (Ten
Cents) par value per share, of C-CUBELC(CUBED Common Sock ") set forth opposite such Stockholder’s name oneSale A,

WHEREAS, the Stockholders own 223,428 (Two Hundregnty Three Thousand Four Hundred and Twenty-gigfthe issued and
outstanding shares of C-CUBED Common Stock;

WHEREAS, the Stockholders, and the other owners avino C-CUBED Common Stock or will own C-CUBED Comm8tock at
Closing pursuant to the exercise of their optiomd &ho are listed on Schedule, Aut are not signatories to this Agreement, wiskell all of
their shares of C-CUBED Common Stock (thehéres”) and Federal wishes to purchase all (but nottleas all) of the Shares (the “
Transaction ”); and

WHEREAS, Parent, Federal, the Stockholders a@lUBED wish to make certain representations andamdigs and other agreement:
connection with the Transaction;

NOW, THEREFORE, in consideration of the mutual pises hereinafter set forth and other good and Bédueonsideration, the receipt
and adequacy of which are hereby acknowledgedydheées hereby agree as follows:

Article 1
D EFINITIONS

1.1 Certain Matters of Construction . A reference to an article, section, exhibit drestule shall mean an Article of, a Section in, or
Exhibit or Schedule to, this Agreement unless atiiger expressly stated. The titles and headingdrhare for reference purposes only and ¢
not in any manner limit the construction of thisrAgment, which shall be considered as a whole widrds “include,” “includes” and
“including” when used herein shall be deemed irhezase to be followed by the words “without limidet” All terms defined in this
Agreement shall have the defined meanings when insgaly certificate or other document made or @gbd pursuant hereto unless otherwise
defined therein. The definitions contained in thigeement are applicable to the singular as wethaglural forms of such terms and to the
masculine as well as to the feminine and neutedgesnof such terms. Any agreement, instrumentdaregulation defined or referred to
herein or in any agreement or instrument



is referred to herein means such agreement, instrtior law or regulation as from time to time amsshdnodified or supplemented, including
(in the case of agreements or instruments) by waiveonsent and (in the case of laws and reguigl}iby succession of comparable successor
laws or regulations and references to all attachsiereto and instruments incorporated thereifer@aces to a Person are also to its
permitted successors and assigns.

1.2 Cross References The following terms defined elsewhere in this égment in the Sections set forth below shall hhee¢spective
meanings therein defined:

Term Definition

AAA Section 9.
Acquisition Proposal Section 6.
Agreemen Preambl
Auditor Section 2.5.
Broker Section 2.2.
C-CUBED Balance Shei Section 3.
C-CUBED Common Stoc Recital:
C-CUBED Financial Statemen Section 3.
C-CUBED Insurance Contrac Section 3.1
C-CUBED Plans Section 3.11.
C-CUBED Proprietary Right Section 3.18.
C-CUBED Preambl
C-CUBED's Accountan Section 2.2.
C-CUBED's Counse Section 2.2.
Closing Balance She Section 2.5.
Closing Date Section 2.
Closing Section 2.
Direct Paymen Section 2.2.
Employee Lis! Section 3.12.
Encumbrance Section 3.15.
Escrow Agen Section 2.2.
ESOP Adjustments and Claims Escr Section 2.2.
ESOP Adjustments and Claims Escrow Agreer Section 2.2.
ESOP Adjustments and Claims Escrow Payr Section 2.2.
ESOP Ear-Out Escrow Section 2.2.
ESOP Ear-Out Escrow Agreemel Section 2.2.
ESOP Stockhold’s Representativ Section 2.4.
Estimated Closing Balance Shi Section 2.5.
Expense: Section 6.2.
Federal Preambl
Final Closing Balance She Section 2.5.
GAAP Section 2.5.
Governmental Entit Section 3.4.
Indemnification Clairr Section 6.3.
Indemnified Party Section 6.3.
Indemnifying Party Section 6.3.
Non-ESOP Adjustments and Claims Escr Section 2.2.



Non-ESOP Adjustments and Claims Escrow Agreer

Section 2.2.

Non-ESOP Adjustments and Claims Escrow Payr Section 2.2.
Non-ESOP Ear-Out Escrow Section 2.2.
Non-ESOP Ear-Out Escrow Agreemet Section 2.2.
Non-ESOP Stockholde’ Representativ Section 2.2.
Notice of Claim Section 6.3.
Objection Section 2.5.
Parent Balance She Section 4.
Parent Indemnified Parti¢ Section 6.
Parent Indemnifying Partie Section 6.
Parent Indemnity Deductib Section 6.3.
Parent Report Section 4.
Parent Preambl
Permits Section 3.
Purchase Pric Section 2.2.
Section 338(h)(10) Electic Section 6.7.
Shares Recital:
Stockholder Indemnified Parti Section 6.
Stockholder Indemnifying Partie Section 6.
Stockholder Indemnity Deductib Section 6.3.
Stockholder: Recital
Stockholder Representative Section 2.4.
Third Party Clairr Section 6.3.
Transactior Recital
Welfare Plar Section 3.11.

1.3 Certain Definitions . As used herein, the following terms shall haweftillowing meanings:

Affiliate : with respect to any Person, any Person whiclectlir or indirectly, controls, is controlled by, isrunder common control wit
such Person.

Affiliated Group : any affiliated group within the meaning of Codetion 1504(a).
Bednar : Edmund J. Bednar, President and Chief Executifie€d of C-CUBED.

C-CUBED Leases: each lease, sublease, license or other agreemdat which (CUBED uses, occupies or has the right to occupy
real property or interest therein.

C-CUBED Material Adverse Effect : any materially adverse change in or effect onldBED'’s financial condition, business, operations,
assets, properties, or results of operations.

COBRA : the provisions of Section 4980B of the Code aad B of Title | of ERISA
Code : the United States Internal Revenue Code of 188&mended from time to time.
Commercial Software : packaged commercial software programs generaditable to
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the public through retail dealers in computer safevor directly from the manufacturer which haverbkcensed to GUBED and whict
are used in C-CUBED'’s business but are in no wegraponent of or incorporated in or specificallyuigd to develop any of C-
CUBED'’s products and related trademarks and tecigyol

Contral : (including with correlative meaning, controlleg &nd under common control with) as used with resfmeany Person, the
possession, directly or indirectly, of the powedi@ct or cause the direction of the managemeahipaficies of such Person, whether
through the ownership of voting securities, by cacttor otherwise.

Environmental Claim: any actual notice alleging potential liability€luding, without limitation, potential liabilityofr investigatory costs,
cleanup costs, response or remediation costs,alaésources damages, property damages, persqurasnfines or penalties) arising «
of, based on or resulting from (a) the presenceglease of any Material of Environmental Concdrargy location, or (b) circumstances
forming the basis of any violation, or alleged witddbn, of any Environmental Law.

Environmental Laws : any and all Federal, state, local or foreignutés, regulations and ordinances relating to théeption of public
health, safety or the environment.

ERISA Affiliate : with respect to a party, any member (other tina party) of a controlled group of corporationsyup of trades or
businesses under common control or affiliated sergroup that includes that party (as defined toppses of Section 414(b), (c) and
of the Code).

ERISA : the Employee Retirement Income Security Act of4,%s amended.

Escrow Agreements : The ESOP Adjustments and Claims Escrow, the NB@IE Adjustments and Claims Escrow, the ESOP Eatn-Ou
Escrow and the Non-ESOP Earn-Out Escrow.

ESOP : the (-CUBED Corporation Employee Stock Ownership P

ESOP Percentage : the percentage of the Shares owned by the ES@iRI®ilder.

ESOP Sockholder: the C-CUBED Corporation Employee Stock Ownershipstr

Exchange Act : the Securities Exchange Act of 1934, as amer

Hogan : E. Jackson Hogan, Vice President of Business Dpugent of ((CUBED.

Knowledge of C-CUBED : shall mean the actual, current knowledge of Beddagan, Lugar, Mead, Teague and Moe.

Letter of Intent : the letter dated July 23, 2003 from Stephen Lebtier, Executive Vice President and Chief Findr@féicer of Parent,
to Bednar, expressing the companiegéntion to effect the stock purchase and rel&tmusactions, subject to execution of this Agreer
and other matters.



