Manhattan Associates Reports Record Fourth Quarter and
Full Year Revenue and Earnings

Record Q4 License Revenues Increase 18% to $19.0 Million

ATLANTA - February 7, 2007 - Leading supply chain solutions provider, Manha#asociates, Inc. (NASDAQ: MANH),
today reported fourth quarter GAAP diluted earnipgs share of $0.17 on record fourth quarter liceegenue of $19.0
million. On a non-GAAP basis, fourth quarter dilugnings per share were a record $0.31, a 29% incogas¢he fourth
quarter of 2005.

FOURTH QUARTER FINANCIAL HIGHLIGHTS:
Highlights of the 2006 fourth quarter performancecampared to the 2005 fourth quarter, are:

« Total revenue increased 14% to a fourth quartenrde$d5.9 million;
o License revenue increased 18% to a fourth quarterde®19.0 million;
o Services revenue increased 14% to a fourth quaderde49.9 million;
+  GAAP operating income was $8.4 million, down 8%, whicludes $2.9 million in legal settlement costs;
« Operating income, on a non-GAAP basis, increased t#3843.1 million;
«  GAAP diluted earnings per share decreased 15% to $thith includes the impact of legal settlement costs;
« Adjusted earnings per share increased 29% to $0.3%hpes;
« Cash and investments on hand at December 31, 2006 $ectd0% to $131.1 million over December 31, 2005.

"We are pleased to report record revenue and adjest@ings for the fourth quarter and full year od@0 said Pete
Sinisgalli, President and Chief Executive OfficeManhattan Associates. "With nine consecutive quaitéyear-over-year
double digit revenue growth, we continue to demotessalid market share and financial strength. We atiepesitioned to
continue this success in 2007," he continued.

FULL YEAR FINANCIAL HIGHLIGHTS:
Highlights for the full year 2006 results as compartethé full year 2005, are:

« Total revenue increased 17% to a full year reco@B¥2million;
o License revenue increased 16% to a full year rece66bdmillion;
o Services revenue increased 17% to a full year rekt®d.5 million;
«  GAAP operating income was $30.8 million, up 2% oghler license revenue;
« Operating income, on a non-GAAP basis, increased tb4845.3 million;
« GAAP diluted earnings per share increased 8% to $0.69
« Adjusted earnings per share increased 23% to $1.0shpes;
« Cash flow from operations increased 32% to $44.lian||
« The Company repurchased 773,301 shares of commdndiiaag the year totaling $16.0 million at an ager@rice
of $20.73. The Company has $42.9 million remaininghiare repurchase authority.

Other significant achievements during the quarteuhe]



+ Securing key new customers in the quarter includdides A.G.; Associated Food Stores; C.S. Brooks Worlpels,
Inc; Custom Building Products, Inc; Del Monte Fresbdice; Donaldson Company, Inc; Ergon SCM de MeSido
de CV; Fujitsu Asia Pte. Ltd.; GAZAL Apparel Pty Ltd&O Distribution; H.D. Smith Wholesale Drug Co.;3A
Entertainment, Inc; Paris S.A.; PJ Food Service; PUNbith America; Ronco; Sentry Logistics; Transtar Istdes,
Inc; Under Armour, Inc; and UWT Logistics;

- Expanding partnerships with many existing customersdiradpAlco Industries, Inc; Asics America Corp; Bulova
Corporation; C&J Clark America, Inc; Cabela's; DHLdistics Singapore Pte Ltd; Electronics for Imaging; |EXe;
Fitness Quest, Inc; Fiskars Brands; Innotrac Corjmorainterstate Distributor Co.; Mothercare UK LindiePacific
Sunwear of California, Inc; Performance Team Frefystems; Recreational Equipment, Inc; Sara LeedZatipn;
Springs Global US, Inc; Systems Material Handling; Watnaco, Inc.;

« Closing four large deals, each of which was $1 milbomore in recognized license revenue.

2007 GUIDANCE

Manhattan Associates provided the following diluéadnings per share guidance for the first quartest, Hialf and full year
2007. The GAAP diluted earnings per share includesntipact of stock options expense under SFAS 122(R)l
reconciliation of GAAP to non-GAAP diluted earningsr share is included in the supplemental attachmethsstoelease.

Fully Diluted EPS

Per Share range % Growth range

GAAP Earnings Per Share

Q1 2007 - diluted earnings per share 015 $0.19 BE% 138%
First half 2007 - diluted earnings per share $0.45 $0.49 32% 44%
Full year 2007 - diluted sarmings per share $1.00 $1.04 45% 51%
Adjusted Earnings Per Share

11 2007 - diluted earnings per share w020 5024 25% 0%
First half 2007 - diluted earnings per share $0.55 $0.59 g% 16%
Full vear 2007 - diluted earnings per share $1.20 $1.24 1% 15%

Manhattan Associates currently intends to publisieach quarterly earnings release, certain expectatvith respect to
future financial performance. The statements regarftiuge financial performance are based on currepéetations, which
include a modestly improving general economic andrimédion technology spending environment over thesmof the
current year. These statements are forward-lookistua results may differ materially, especially in therent uncertain
economic environment. These statements do not refleqidtential impact of mergers, acquisitions or otheiness
combinations that may be completed after the datei®fé¢lease.

Manhattan Associates will make its earnings releasgahblished expectations available on its Web site (waamh.com).
Beginning March 15, 2007, Manhattan Associatesatifierve a "Quiet Period" during which Manhattan Agges and its
representatives will not comment concerning previopahlished financial expectations. Prior to the sththe Quiet Period,
the public can continue to rely on the expectatfutsished in this 2007 Guidance section as still bdaghattan Associates
current expectation on matters covered, unless Mamhasisociates publishes a notice stating otherwise ptibéc should
not rely on previously published expectations duthrgyQuiet Period, and Manhattan Associates disclaimslaligation to
update any previously published financial expectetiduring the Quiet Period. The Quiet Period witeex until the date
when Manhattan Associates' next quarterly earningaselis published, currently scheduled for the lfioweek of April

2007.

GAAP VERSUS NON-GAAP PRESENTATION



The Company provides adjusted operating income, edjuset income and adjusted earnings per share iprégs release as
additional information regarding the Company's opegatesults. The measures are not in accordance avidn alternative
for, GAAP and may be different from non-GAAP opergtincome, non-GAAP net income and non-GAAP earnpagsshare
measures used by other companies. The Company belmtdhis presentation of adjusted operating incomestat net
income and adjusted earnings per share provides usfftrhation to investors regarding additional finad@nd business
trends relating to the Company's financial condiiod results of operations. This release should lkineeonjunction with
our Form 8-K earnings release filing for the quagteded December 31, 2006.

The non-GAAP adjusted operating income, adjustedmtenie and adjusted earnings per share exclude thetiofpac
acquisition-related costs and the amortization thethefrecapture of previously recognized sales xpemse, the cost of
settling two litigation matters, the severance and @tisoreceivable charge recorded in the same peniddtack option
expense under SFAS 123(R). Fourth quarter 2006tsgstdpared in accordance with U.S. GAAP are retehevith non-
GAAP results excluding the impact of these adjustmenfallAeconciliation of our GAAP financial measuresrton-GAAP
adjustments is included in the supplemental attachmehistoelease.

LEGAL SETTLEMENTS

In the quarter, the Company recorded settlement c6$2.9 million pre-tax ($2.5 million after-tax 80.09 per fully diluted
share) related to two litigation matters, one withrge German customer and one with a domestic cust@garding
implementation of warehouse management systems. In bg#tibn matters, a settlement was reached in Janu@if. Zbe
recorded charges represent our portion of the settieageeed to with our insurance carrier, which @uded in our GAAP
net earnings. These charges have been excluded froadjoisted operating income, adjusted net income djudtad
earnings per share consistent with our past earningstsegnd due to the unusual nature of the litigatio

About Manhattan Associates, I nc.

Manhattan Associates® is a leading supply chain swiatprovider. The company's supply chain planning, sugdin
execution, business intelligence and business proceafsrplaapabilities enable its more than 1200 customerkiwile to
enhance profitability, performance and competitiieaantage. For more information, please wisitw.manh.com

This press release may contain "forward-lookingesteents" relating to Manhattan Associates, Inc.9peztive investors are cautioned that any suchdatw
looking statements are not guarantees of futuréoperance and involve risks and uncertainties, drat actual results may differ materially from those
contemplated by such forward-looking statementomgnthe important factors that could cause acteslults to differ materially from those indicatedsmch
forward-looking statements are delays in produstadepment, undetected software errors, competiressures, technical difficulties, market accep&gnc
availability of technical personnel, changes intomser requirements, risks of international operaicand general economic conditions. Additional festtors
are set forth in Item 1A. of the Company's Annuggld®t on Form 10-K for the year ended Decembe2805. Manhattan Associates undertakes no obligation
to update or revise forward-looking statementseftect changed assumptions, the occurrence of igipated events or changes in future operating itesu

MANHATTAN ASSOCIATES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTSOF INCOME
(in thousands, except per share amounts)

Three Months Twelve Months
Ended Ended
December 31, December 31,
2006 2005 2006 2005

Revenue:
License $19,003 $16,141 $66,543 $57,119



Services 49,879 43,767 194,521 166,091

Hardware and other 6,988 6,513 27,804 23,194
Total Revenue 75,870 66,421 288,868 246,404
Costs and Expenses:

Cost of license 1,386 1,118 5,796 4,700
Cost of services 23519 20,736 93,427 76,641

Cost of hardware and other 6,187 5,734 24,515 19,914
Research and development 11,070 9,555 41,468 34,139
Sales and marketing 11,870 10,458 45,888 40,302
General and administrative 7,280 5,796 29,143 22,047
Depreciation and amortization 3,333 3,145 13,247 12,074
Unusual charges 2,856 829 4,629 6,310
Total costs and expenses 67501 57,371 258,113 216,127

Operating income 8,369 9,050 30,755 30,277
Other income, net 911 706 3,638 2,677
Income before income taxes 9,280 9,756 34,393 32,954
Income tax provision 4,466 4,021 15,062 14,319
Net income $4814 $5,735 $19,331 $18,635
Basic earnings per share $0.18 $021 $071 $0.65

Diluted earnings per share $0.17 $0.20 $0.69 $0.64

Weighted average number of shares:
Basic 27,290 27,560 27,183 28,690
Diluted 28,642 28,166 27,971 29,297

MANHATTAN ASSOCIATES, INC AND SUBSIDIARIES
CONSOLIDATED STATEMENTSOF INCOME
RECONCILIATION OF GAAP TO NON-GAAP MEASURES

(in thousands, except per shareamounts)

Three Months Ended



Revenue:

License

Services

Hardware and other

Total Revenue

Costs and Expenses:

Cost of license

Cost of services

December 31,

Cost of hardware and othei6,187

Research and developmeni1,070 (349)

Sales and marketing

General and administrative7,280 5

Depreciation and
amortization

2006 2006 2005 2005
GAAP Adjustments Non- GAAP Adjustment Non-
GAAP GAAP
$19,003 $19,003 $ $16,141
’ ! 16,141 !
49,879 49879 43,767 43,767
6,988 6,988 6,513 6,513
75,870 - 75,870 66,421 - 66,421
1,386 1,386 1,118 1,118
23,519 45 (@) 23564 20,736 20,736
6,187 5,734 5,734
(@) 10,721 9,555 9,555
11,870 (379) (@) 11,491 10,458 10,458
Eg 7,285 5,796 370 (c)6,166
3333 (1,217)  (b) 2116 3,145 (1,200) (b)1,945



Settlement charges 2,856 (2,856)

(€)

Acquisition-related charges- - - 829 (829) (d)-

Total costs and expenses 67,501 (4,751) 62,750 57,371 (1,659) 55,712
Operating income 8,369 4,751 13,120 9,050 1,659 10,709
Other income, net 911 911 706 706
Income before income taxe8,280 4,751 14,031 9,756 1,659 11,415
Income tax provision 4466 784 (f) 5,250 4,021 695 (f) 4,716
Net income $4,814 $ 3,967 $8,781 $5,735% 964 $ 6,699
Basic earnings per share $0.18 $032 $0.21 $0.24
Diluted earnings per share $ 0.17 $031 $0.20 $0.24
Weighted average number of

shares:

Basic 27,290 27,290 27,560 27,560
Diluted 28,642 28,642 28,166 28,166

(a) We adopted SFAS 123(R) on January 1, 2006 tsexghodified prospective method. SFAS 123(R) requiset® expense
stock options issued to employees. Previously we didetord compensation expense for employee stock oplibes2006
adjustments to cost of services, research and devetipame sales and marketing represent stock option ccaiam



expense recorded during the period. The 2006 adjustm@eneral and administrative expense includes $66@&ck option
compensation expense recorded during the three mortbd &®cember 31, 2006. Total stock option expewrsthé three
months ended December 31, 2006 was $1.2 million preBeoause stock option expense is determined in signifpart by
the trading price of our common stock and the votgtihereof, over which we have no direct controé timpact of such
expense is not subject to effective management byhuss, we have excluded the impact of this expense &djusted non-
GAAP results.

(b) Adjustments represent purchase amortization fsdor acquisitions. Such amortization is commonly exetifom
GAAP net income by companies in our industry andiveedfore exclude these amortization costs to provide mebevant
and meaningful comparisons of our operating resultisatbof our competitors.

(c) Adjustment includes recoveries of $514 and $37@he three months ended December 31, 2006 and 2GHBwously
expensed sales tax resulting primarily from the extjgn of the sales tax audit statutes in certain stBesause we have
recognized the full potential amount of the salestgense in prior periods, any recovery of that egparsulting from the
expiration of the statutes or the collection of taaf our customers would overstate the current pegddicome derived
from our core operations as the recovery is not atresahything occurring within our control duriniget current period.
Thus, we have excluded these recoveries from adjastedGAAP results.

(d) In conjunction with the Evant acquisition, waed$2.8 million into escrow for employee retentiomhbees to be paid upon
completion of up to 12 months of service with us. Bgr2006, we completed the Evant retention bonusrano@nd paid out
the final bonuses. The 2005 adjustment represents thentperiod expense associated with these retebtionses. We have
excluded these costs because they do not correldte expenses of our core operations.

(e) The amount for 2006 includes legal settlement2¢F fillion ($2.5 million after-tax or $.09 dilutdePS) resulting from
legal disputes over the implementation of our softwsVe do not believe that these are common costsaialt from normal
operating activities.

(f) Amount represents the impact of the above adjustsnen the income tax provision. The GAAP effectivertte for 2006
is higher than the adjusted non-GAAP rate primarilg tb stock compensation expense recorded on ineestick options
that is not deductible for tax purposes as well asrability to recognize a tax benefit from $2.0 moitl of the legal
settlements discussed above.



MANHATTAN ASSOCIATES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF INCOME

(in thousands, except per share amounts)

Twelve Months Ended
December 31,
2006 2006 2005 2005
. Non- . Non-
GAAP Adjustments GAAP GAAP Adjustment GAAP
Revenue:

; $ $ $ $
License 66,543 66543 57,119 57,119
Services 194,521 194,521 166,091 166,001
Hardware and other 57 g 27804 23,194 23,194

Total Revenue 283,868 ; 288,868 246,404 ) 246,404
Costs and Expenses:
Cost of license 5,796 5796 4,700 4,700
Cost of services 03427 (1564 @ 91863 76,641 76,641
Cost of hardware and othei4 515 24515 19914 19.914
Research and developmeﬂ& 468 (1,086) (a) 40382 34.139 34139
Sales and marketing 45888 (1,493) (a) 44395 40,302 40,302
(;enera-l a-nd adr(;unlstratlv%,143 (930) (©) 28213 22,047 1,228 (c)23.275
epreciation an
amortization 13247 (4888 (0) gag 15074 (4492) (7580
Severance, accounts
receivable, and settlement (2,856) () (3,876) i
charges 2,856 - 3,876 (e)
Asset impairment charge 270 (270) (f) _ ) )
Acquisition-related chargef 503 (1,503) (d) 2 434 (2,434) (d)-
Total costs and eXpensgs; 114 (14,570) 243543 216127 (9,574) 206 553
Operating income 30.755 14,570 45305 30.277 9,574 39.851



Other income, net

3,638 3638 2,677 2,677

Income before income taxes 34303 14,570 48963 32,954 9,574 42,528
Income tax provision 15,062 3637 (9) 18600 14319 2°%0 (g)16,819
Net income 1%1331 $ 10,933 3;%,264 :33,635 $ 7,074 2$5,709
Basic earnings per share 371 fll 565 (fgo
Diluted earnings per share 369 EOS 564 588
Weighted average number of
shares:

Basic 27,183 27,183 28,690 28,690

Diluted 27,971 27971 29,207 29,207

(a) We adopted SFAS 123(R) on January 1, 2006 tisexghodified prospective method. SFAS 123(R) requiset® expense
stock options issued to employees. Previously we didetord compensation expense for employee stock oplibes2006
adjustments to cost of services, research and developamehsales and marketing represent stock option coli@ns
expense recorded during the period. The 2006 adgritto general and administrative expense includé&sriflion of stock
option compensation expense recorded during the éwebnths ended December 31, 2006. Total stock optipense for the
twelve months ended December 31, 2006 was $6.6 miliefiax. Because stock option expense is determmsignificant
part by the trading price of our common stock andvtiiatility thereof, over which we have no direchtwl, the impact of
such expense is not subject to effective managenyam.brhus, we have excluded the impact of this expfom adjusted
non-GAAP results.

(b) Adjustments represent purchase amortization fsdor acquisitions. Such amortization is commonly exetifom
GAAP net income by companies in our industry andheedfore exclude these amortization costs to provide medevant
and meaningful comparisons of our operating resultisatoof our competitors.

(c) Adjustment includes recoveries of $1.6 million &id2 for the twelve months ended December 31, 2666805 of
previously expensed sales tax resulting primarily ftbmexpiration of the sales tax audit statutes itarestates. Because we
have recognized the full potential amount of thes#dx expense in prior periods, any recovery ofdkpénse resulting from
the expiration of the statutes or the collectioneaffrom our customers would overstate the curreribgeret income derived
from our core operations as the recovery is not atresahything occurring within our control duriniget current period.

Thus, we have excluded these recoveries from adjastedAAP results.

(d) In conjunction with the Evant acquisition, waed$2.8 million into escrow for employee retentiomhbees to be paid upon
completion of up to 12 months of service with us. Bgtihe quarter ended September 30, 2006, we copatiee¢ Evant
retention bonus program and paid out the final besuhe 2006 and 2005 adjustments represent the cperod expense
associated with these retention bonuses. We havedextthese costs because they do not correlate tagbases of our



core operations. The 2005 adjustment includes $./®omih expense related to an unsuccessful acquisitimmpt. We have
excluded these costs because they do not correldte expenses of our core operations.

(e) The amount for 2006 includes legal settlement2¢F fillion ($2.5 million after-tax or $.09 dilutdePS) resulting from
legal disputes over the implementation of our softw@he amounts for 2005 include the write-off oRa8#million receivable
from a German customer with whom we settled in 2008edkas severance and other costs of $1.1 millionltiegufrom the
consolidation of EMEA operations and the terminattbl7 employees. We do not believe that these arerem costs that
result from normal operating activities.

(f) During the quarter ended September 30, 200G&eeserded an impairment charge of $270 against@@2lion investment
in a technology company. We made our original inmesit in 2003. Because the value of the investméygyisnd our control
and does not relate to our core operations, we haladed the asset impairment from adjusted non-GAARIt®

(g) Amount represents the impact of the above aajeists on the income tax provision. The GAAP effectax rate for 2006
is higher than the adjusted non-GAAP rate primarilg tb stock compensation expense recorded on imeestick options
that is not deductible for tax purposes as well asrmhility to recognize a tax benefit from $2.0 noitl of the legal
settlements discussed above.

MANHATTAN ASSOCIATES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)

December December

31, 31,
2006 2005

ASSETS
Current Assets:
Cash and cash equivalents. $ 18449 $ 19,419
Short term investments 90,570 36,091
Accounts receivable, net of a $4,901 and $4,892
allowance
for doubtful accounts in 2006 and 2005, respeactivel 60,937 58,623
Deferred income taxes. 5,208 6,377
Refundable income taxes 11 449
Prepaid expenses and other current assets 11,928 11,268

Total current assets 187,103 132,227
Property and equipment, net 15,850 14,240
Long-term investments 22,038 38,165
Acquisition-related intangible assets, net. 14,344 19,213
Goodwill, net 70,361 54,607
Deferred income taxes. 481 11,995
Other assets 4,716 2,951

Total assets. $ 314893 $ 273,398




LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Accounts payable. 11,716 $ 7,904
Accrued compensation and benefits. 16,560 15,224
Accrued and other liabilities. 13,872 13,971
Deferred revenue 29,918 27,204
Income taxes payable 4,006 2,535
Current portion of capital lease obligations - 147
Total current liabilities 76,072 66,985
Other non-current liabilities 1,681 1,015
Shareholders' equity:
Preferred stock, no par value; 20,000,000 shares
authorized, no shares issued or outstanding in 200605 - -
Common stock, $.01 par value; 100,000,000 shares
authorized, 27,610,105 shares issued and outstaimding
ggggand 27,207,260 shares issued and outstanding in 276 279
Additional paid-in capital. 98,704 87,476
Retained earnings 136,321 116,990
Accumulated other comprehensive income. 1,839 863
Deferred compensation - (203)
Total shareholders' equity. 237,140 205,398
Total liabilities and shareholders' equity. $ 314893 $ 273,398
MANHATTAN ASSOCIATES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTSOF CASH FLOWS
(in thousands)
Twelve Months Ended
December 31,
2006 2005
Operating activities:
Net income. $ 19331 $ 18,635
Adjustments to reconcile net income
net cash provided by
operating activities:
Depreciation and amortization 13,247 12,074
Stock compensation 6,762 184
Asset impairment charge 270 -
Gain on disposal of equipment 22 76
Tax benefit of options 4,546 1,920

exercised



Excess tax benefits from stock

based compensation (2.519) )
Deferred income taxes (574) 1,368
IL(J)ereallzed foreign currency (317) 1,346
Changes in operating assets and
liabilities:
,rb]\é:tcounts receivable, (1,617) (8,692)
Other assets. (3/483) (4,383)
Prepaid retention
bonus 1,599 (1,599)
Accounts payable,
accrued and other 3,814 7,403
liabilities
Income taxes. 367 1,359
Deferred revenue 2,672 3,694
Net cash provided by operating
activities 44,120 33,385
Investing activities:
Purchase of property and equipment (9,641) (8,488)
Net (purchases) maturities of
investments. (38,133) 61,124
Payments in connection with various
acquisitions (126) (48,789)
Net cash (used in) provided by
investing activities. (47,900) 3847
Financing activities:
Payment of capital lease obligations. (247) (104)
Purchase of common stock (16,029) (61,011)
Excess tax benefits from stock based 2519 )
compensation ’
Proceeds from issuance of common
stock from options exercised. 16,156 6.672
Net cash provided by (used in)
financing activities 2,499 (54,443)
Foreign currency impact on cash 311 (799)
Net change in cash and cash equivalents (970) (18,010)
FC):(;e\rsi;ldand cash equivalents at beginning of 19.419 37.429
Cash and cash equivalents at end of pegiod 18449 $ 19,419

MANHATTAN ASSOCIATES, INC.
SUPPLEMENTAL INFORMATION



1.

GAAP and Adjusted Earnings per share by quarter are

asfollows:
2005 2006
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr  Year 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr  Year
GAAP Diluted EPS $ 016 % 010 $ 017 $ 020 $ 064 $ 008% 025% 019% 017#% 0.69
Adjustmentsto GAAP:
Stock option expense $ -3 - $ - $ - $ - $ 00%$ 00% 00% 002 8% 019
Purchase amortizaton $ 0.02$% 002 $ 0.02$%$ 003$ 009% 003% 00:% 00%$ 00 $ 0.11
Chaﬁgg:'s'“o” related ¢ _ g 001$ 002% 002% 005% 00$ 00$ -$ - $ 003
Restructuring charge  $ -$ 003% - $ (0.000$ 0.03% -$ - $ -$ - $ -
Write off of receivable
- - - - - - C
and settlement charges $ $ 009 3% $ $ 009 % $ $ $ 00¢ $ 0.09
Asset impairment charg - $ - $ - $ - $ - $ -$ -$ 009% - $ 001
Sales tax recoveries $ $ $ $ (0.01)$ (O 03)$ $ $ 3 $ (0.03
(0.01) (0.01) (0.01) ) ""7/0.01) (0.01) (0.01) (0.01) '
Adjusted Diluted EPS $ 018 % 025 $ 021 $ 024 $ 088 $ 016% 034$% 027% 031 $ 108
Revenues and operating income (loss) by reportable segment ar e asfollows
(in thousands):
2005 2006
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr  Year 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr  Year
Revenue: #$ -
Americas $ 46,776 $49,573 $49,175 $ 55,398 $ 200,922% 51,14. $ 65,69! $60,79' 64,687 242,320
EMEA 6,626 7,924 8,490 7,632 30,672 6,95. 6,85l 6,47 7,071 27,351
Asia Pacific 2,905 3,872 4,642 3,391 14,810 4,69 5,35I 5,03! 4,11¢ 19,197
$ 56,307 $61,369 $62,307 $ 66,421 $ 246,404%$ 62,78! $ 77,90 $72,31. $ 75,87( $ 288,868
GAAP Operating Income 4
(Loss):
Americas $ 9,107$10539 $ 6,085% 8,989 $34,720 $ 2,46 $10,09' $ 9,13 11,05¢ 32,747
\ .
EMEA (1,314) (4,655) 690 926  (4,353) 24! '(839)  (2,226) (2,817
Asia Pacific (126) 425 476 (865) (90) 40: 73! 14. (459) 825
$ 7667% 6,309 $ 7,251 $ 9,050 $30,277 $ 3,11.$10,83 $ 8,431 $ 8,36¢ $ 30,755
Adjustments (pre-tax): #
Americas
Stock option expense $ - $ - $ - $ - $ - $ 155% 181'$ 1,70$ 1,177 $ 6,254
Purchase amortization 924 1,207 1,161 1,200 4,492 1,21 1,21 1,21 1,217 4,868
Acquisition related . 524 1081 829 2434 72 60 17 - 1503

charges



Settlement charges - - - - - - - - 81( 810

Asset impairment charge - - - - - - - 271 - 270
Sales tax recoveries (327) (291) (240) (370) (1,228)(267) (465)  (324) (514) (1,570
$ 597% 1440 % 2,002$% 1659 $ 5698 $ 3,231$ 3,170 $ 3,03 $ 2,69 $12,135

EMEA:
Stock option expense $ -3 - $ - $ - $ - $ 1us 120 13 1t 389
Restructuring charge - 1,061 - - 1,061 - - - - -

Write off of receivable

- 2,815 - - 2,815 - - - 2,04¢ 2,046

and settlement charges

$ - $ 3876 % - $ - $3876% 111 1203 13'$ 2,061 $ 2,435
Total Adjustments $ 5979% 5316 $ 2,002% 1659 % 9574 $ 334i$ 3,30: $ 3,16/$ 4,751 $14,570
Adjusted non-GAAP Operating

. #$ -

Income (L 0ss):
Americas $ 9,704$11,979 $ 8,087 $10,648 $40,418 $ 5,69 $13,27. $12,16!$ 13,74« 44,882
EMEA (1,314) (779) 690 926 477) 36. 12i (708)  (165) (382
Asia Pacific (126) 425 476 (865) (90) 40: 73! 14. (459) 825

$ 8,264$11,625 $ 9,253$ 10,709 $39,851 $ 6,46:$ 14,14 $11,60- $ 13,12( $ 45,325

Capital expendituresareasfollows(in
" thousands):

2005 2006
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr  Year 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr  Year

Capital expenditures $ 2507% 2,141 $ 2,698% 1,142 $ 8,488 $ 2,19'$ 260. $ 2,73 $ 2,11 $ 9,641

Adoption of Statement of Financial Accounting Standards 123(R), " Share-
" Based Payment":

The Company adopted SFAS 123(R) on January 1, 200§ thee modified prospective transition method. SHRS(R) requires
the Company to expense stock options issued to emplofeesgiously, the Company did not record compensatigpense for
employee stock options. Actual stock option expeaserded for 2006, as well as proforma expense fob 280f the Company
had previously adopted the new statement on Janyu2805 is presented below. During the fourth quart@005, the Board of
Directors approved an Option Acceleration Agreemieait accelerated the vesting of unvested stock oplielasby the Company's
employees with an exercise price of $22.09 or higlstock option expense for the fourth quarter of2@ludes $37.2 million of
stock option expense ($26.9 million after tax) edaahe unamortized fair value of the options.

2005- Proforma 2006
1stQtr 2nd Qtr  3rd Qtr 4th Qtr  Year 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr  Year
tS;)‘(’)Ck option expense (Pre-¢ ¢ so4 6 5519 $ 5392 $42,769 $59374 $ 1671$ 104 $ 183 $ 1,19, $ 6643

Income tax benefit (11,631) (14,970) (1,373




(1,144) (1,112) (1,083) (499) (303) (370) (201)

Stock option expense, Nt ¢ 4550 4,407 $ 4300931138 $44,404 $ 1,17°$ 164' $ 1468 99 $ 5270

Diluted EPS impact $ 015%$ 015% 015$% 113$ 155% 00%$ 000$ 00% 00 $ 0.19

. Effectivetax rate

The GAAP effective tax rate for 2006 is higher thla@ adjusted non-GAAP rate primarily due to stock censgation expense
recorded on incentive stock options that is not diédlecfor tax purposes as well as our inability to igrtae a tax benefit from $2
million of the legal settlements discussed above. ifpact of the nondeductible stock options expensdegel settlement was
approximately 3.3% and 2.3%, respectively.

. Stock Repurchase Activity

During 2006, we repurchased 0.8 million shares of comstark totaling $16 million at an average price 0d.$3. During 2005,
we repurchased 2.8 million shares totaling $61iomilat an average cost of $21.58. We have $42l®milkemaining in share
repurchase authority.



