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Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, $0.10 par value NYSE
Securities registered pursuant to Section 12(g) of the Act:

None

(Title of each class)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x. No ~

Indicate by checkmark whether registrant is an accelerated filer (as defined in Rule 12b-2 of the Act.) Yes x. No ~
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes . No x.

Indicate the number of shares outstanding of each of the Registrant s classes of Common Stock, as of February 6, 2006: CACI International Inc
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EXPLANATORY NOTE

This Amendment No. 1 to our Quarterly Report on Form 10-Q for the quarter ended December 31, 2005, is being filed to report the results of the
Stockholders vote of the election of directors. The results, which were reported at our annual Stockholders meeting on November 17, 2005, are
included in Part II, Item 4 of this amended Form 10-Q. We are also amending this report to include Part II, Item 1A, Risk Factors, to revise the
heading in Part II, Item 2, and to revise Part II, [tem 6. We are not amending any other items of this report.

Table of Contents 4



Edgar Filing: CACI INTERNATIONAL INC /DE/ - Form 10-Q/A

Table of Conten

Item 1. Financial Statements

Revenue

Costs and expenses:

Direct costs

Indirect costs and selling expenses
Depreciation and amortization

Total costs and expenses

Income from operations
Interest expense, net

Income before income taxes

Income taxes
Net income
Basic earnings per share

Diluted earnings per share

Weighted-average basic shares outstanding

Weighted-average diluted shares outstanding

PART 1

FINANCIAL INFORMATION

CACI INTERNATIONAL INC

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

(amounts in thousands, except per share data)

See notes to the Unaudited Condensed Consolidated Financial Statements

Table of Contents

Three Months Ended
December 31,

2005

$ 419,530

270,740
101,621
7,942

380,303

39,227
3,777

35,450
13,180

$ 22,270

$ 074

$ 072

30,130

30,985

2004
(as restated

for FAS 123R)
$ 389,685

241,006
106,304
7,699

355,009

34,676
3,820

30,856
11,725

$ 19,131

$ 0.65

$ 0.63

29,660

30,574
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue

Costs and expenses:

Direct costs

Indirect costs and selling expenses
Depreciation and amortization

Total costs and expenses

Income from operations
Interest expense, net

Income before income taxes

Income taxes

Net income

Basic earnings per share

Diluted earnings per share
Weighted-average basic shares outstanding

Weighted-average diluted shares outstanding

Table of Contents

CACI INTERNATIONAL INC

(UNAUDITED)

(amounts in thousands, except per share data)

Six Months Ended
December 31,

2005

$ 842,636

541,617
212,827
15,477

769,921

72,715
7,390

65,325
23,932

$ 41,393

$ 1.38

$ 1.34

30,102

30,999

2004
(as restated

for FAS 123R)
$ 778,338

481,455
212,934
15,997

710,386

67,952
7,293

60,659
23,188

$ 37,471

$ 1.27

$ 1.23

29,415

30,353
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CONSOLIDATED BALANCE SHEETS

(amounts in thousands, except per share data)

ASSETS

Current assets:

Cash and cash equivalents
Accounts receivable, net:
Billed

Unbilled

Total accounts receivable, net

Deferred income taxes
Prepaid expenses and other current assets

Total current assets

Goodwill

Intangible assets, net

Property and equipment, net

Supplemental retirement savings plan assets
Accounts receivable, long-term, net
Deferred income taxes

Other long-term assets

Total assets

LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:

Notes payable

Accounts payable

Income taxes payable

Accrued compensation and benefits

Other accrued expenses

Total current liabilities

Notes payable, long-term
Supplemental retirement savings plan obligations
Other long-term obligations

Total liabilities

Table of Contents

CACI INTERNATIONAL INC

(UNAUDITED)

December 31,
2005

$ 137,158

311,105
26,075

337,180

7,132
12,910

494,380

580,101
77,687
25,985
29,558
10,182

3,322
15,233

$ 1,236,448

$ 3,541
37,797

82,787
58,003

182,128

341,089
29,772
10,136

563,125

June 30, 2005
(as restated

for FAS 123R)

$ 132,965

311,046
27,009

338,055

6,504
15,406

492,930

555,347
81,259
24,261
24,805
10,529

2,479
15,029

$ 1,206,639

$ 3,641
36,900

8,909

91,663
67,631

208,744

342,861
25,059
8,941

585,605
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Shareholders equity:
Common stock $.10 par value, 80,000 shares authorized, 37,961 and 37,807 shares issued and outstanding,

respectively $ 3,796 $ 3,781
Additional paid-in-capital 291,273 279,496
Retained earnings 399,255 357,862
Accumulated other comprehensive income 1,825 2,721
Treasury stock, at cost (7,813 shares) (22,826) (22,826)
Total shareholders equity 673,323 621,034
Total liabilities and shareholders equity $ 1,236,448 $ 1,206,639

See notes to the Unaudited Condensed Consolidated Financial Statements
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CACIINTERNATIONAL INC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

(amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Reconciliation of net income to net cash provided by operating activities:
Depreciation and amortization

Amortization of deferred financing costs

Stock-based compensation expense

Deferred income tax expense (benefit)

Changes in operating assets and liabilities, net of effect of business acquisitions:
Accounts receivable, net

Prepaid expenses and other current assets

Accounts payable and other accrued expenses

Accrued compensation and benefits

Income taxes payable

Supplemental retirement savings plan obligations and other long-term liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures

Cash paid for business acquisitions, net of cash acquired
Proceeds from sale of marketable securities

Other long term assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments made under credit facilities
Proceeds from employee stock purchase plans
Proceeds from exercise of stock options

Repurchases of common stock
Other

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

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

Table of Contents

Six Months Ended
December 31,

2005

$ 41,393

15,477
710
9,683
379

5,231
(1,153)
(9,204)

(10,131)
(9,564)
4278

47,099
(6,569)
(36,879)
(2,119)
(45,567)
(1,872)
4,506
3,860
(4,651)
1,245
3,088

427)

4,193
132,965

2004
(as restated

for FAS 123R)
$ 37,471

15,997

672

6,010
(749)

(5,731
491)
(14,714)
(4,701)
(16,964)
4,341

21,141

(4,055)

(7,349)
515
289

(10,600)

(43,950)
3,568
13,949

(3,704)
9,464

(20,673)

915

9,217
63,029
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Cash and cash equivalents, end of period

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

Cash paid during the period for interest

See notes to the Unaudited Condensed Consolidated Financial Statements.
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$ 137,158

$ 33,310

$

8,044

$

$

$

53,812

31,393

7,219

10
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CACIINTERNATIONAL INC
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)

(amounts in thousands)

Three Months Ended Six Months Ended
December 31, December 31,
2005 2004 2005 2004
(as restated (as restated
for FAS 123R) for FAS 123R)
Net income $22,270 $ 19,131 $41,393 $ 37,471
Change in foreign currency translation adjustment, net (1,169) 2,315 (1,719) 2,225
Change in fair value of interest rate swap agreement 179 823

Comprehensive income $21,280 $ 21,446  $40,497 $ 39,696

See notes to unaudited Condensed Consolidated Financial Statements
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CACI INTERNATIONAL INC
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

(amounts in thousands except share and per share data)

A.  Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission. Certain information and note disclosures normally included in the annual financial statements, prepared
in accordance with U.S. generally accepted accounting principles ( GAAP ), have been condensed or omitted pursuant to those rules and
regulations, although the Company believes that the disclosures made are adequate to make the information presented not misleading.

In the opinion of management, the accompanying unaudited condensed consolidated financial statements reflect all necessary adjustments and
reclassifications (all of which are of a normal, recurring nature) that are necessary for fair presentation for the periods presented. It is suggested
that these unaudited consolidated financial statements be read in conjunction with the audited consolidated financial statements and the notes
thereto included in the Company s latest annual report to the Securities and Exchange Commission on Form 10-K/A for the year ended June 30,
2005. The results of operations for the three and six months ended December 31, 2005 are not necessarily indicative of the results to be expected
for any subsequent interim period or for the full fiscal year.

Certain reclassifications have been made to the prior period s financial statements to conform to the current presentation.

B.  Adoption and Retrospective Application of FAS 123R
Effective July 1, 2005, the Company adopted Statement of Financial Accounting Standards (SFAS) No. 123R, Share Based Payment (FAS

123R), using the modified retrospective application transition method. Prior to July 1, 2005, the Company had accounted for stock-based
compensation using the intrinsic method, under Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees (APB
No 25), as amended by Financial Accounting Standards Board (FASB) Interpretation No. 44, Accounting for Certain Transactions Involving
Stock Compensation. The Company also followed the disclosure provisions of SFAS No. 123, Accounting for Stock Based Compensation (FAS
123), for periods prior to July 1, 2005.

Under the modified retrospective application method, the Company will restate its consolidated statements of operations, comprehensive

income, and cash flows for each of the years in the three-year period ended June 30, 2005, and its consolidated balance sheets as of June 30,

2005 and 2004. Restatements of selected footnote disclosures in the consolidated financial statements included with the Company s annual report
on Form 10-K/A will also be made. The Company plans to file these consolidated financial statements, as restated, to reflect the retrospective
application of FAS 123R, by February 28, 2006.

Under the modified retrospective application transition method, the Company has calculated the cumulative impact of stock-based compensation
expense as though it had adopted the provisions of FAS 123 effective July 1, 1995. The impact of stock-based compensation expense on
earnings, comprehensive income, deferred income taxes, additional paid-in-capital, and cash flows for all equity grants made since this date have
been calculated. The consolidated statements of operations, comprehensive income, and cash flows for the three and six months ended
December 31, 2004 have been restated to reflect the retrospective application of the new standard, and the impact on net earnings and cash flows
as previously reported is as follows:

Three Months Ended

December 31, 2004

As Previously Effect of As Restated
Reported Retrospective
Application of

Table of Contents 12
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Consolidated Statement of Operations:
Indirect costs and selling expenses

Income from operations
Income before income taxes
Income taxes

Net income

Earnings per share:
Basic

Diluted

Consolidated Statement of Cash Flows:
Cash flows provided by operations

Cash flows used in financing activities

Consolidated Statement of Comprehensive Income:

Comprehensive income

Table of Contents

$ 104,072

36,908
33,088
12,573

$ 20,515

$  0.69

$ 067

$ 9,548

$ (14,374)

$ 22,830

$

FAS 123R

2,232
(2,232)
(2,232)

(848)

(1,384)

(0.04)

(0.04)

(8,662)

8,662

(1,384)

$

106,304

34,676
30,856
11,725

19,131

0.65

0.63

886

(5,712)

21,446

13
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Consolidated Statement of Operations:
Indirect costs and selling expenses

Income from operations

Income before income taxes
Income taxes

Net income

Earnings per share:
Basic

Diluted

Consolidated Statement of Cash Flows:
Cash flows provided by operations

Cash flows used in financing activities

Consolidated Statement of Comprehensive Income:
Comprehensive income

10

Table of Contents

As Previously
Reported

$ 208,389
72,497

65,204
24,927

$ 40,277

$ 1.37

$ 133

$ 30,604

$ (30,137)

$ 42,502

Six Months Ended

December 31, 2004

Effect of
Retrospective
Application of
FAS 123R
$ 4,545
(4,545)
(4,545)
(1,739)
$ (2,806)
$ (0.10)
$ (0.10)
$ (9,464)
$ 9,464
$ (2,806)

As Restated
$ 212,934
67,952
60,659
23,188
$ 37,471
$ 1.27
$ 1.23
$ 21,141
$ (20,673)
$ 39,696
14
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The Company has also restated the consolidated balance sheet as of June 30, 2005 for the retrospective application of FAS 123R. The
cumulative effect on deferred tax assets, additional paid-in-capital, and retained earnings as of June 30, 2005, as previously reported, is as
follows:

Balances as of June 30, 2005

Effect of
Retrospective
Application of
As Previously
Reported FAS 123R As restated
Deferred tax assets, long term $ $ 2,479 $ 2,479
Deferred tax liabilities, long term $ 6,367 $ (6,367) $
Additional paid-in-capital $ 245,053 $ 34,443 $ 279,496
Retained earnings $ 383,459 $ (25,597) $ 357,862

C.  Cash and Cash Equivalents
Cash and cash equivalents at December 31, 2005 and June 30, 2005, consisted of the following (cost approximates fair value):

December 31, June 30,
2005 2005
Money market funds $ 137,158 $ 120,426
Cash 12,539
Total cash and cash equivalents $ 137,158 $ 132,965

D.  Accounts Receivable
Total accounts receivable are net of allowance for doubtful accounts of approximately $4,259 and $4,168 at December 31, 2005 and June 30,
2005, respectively. Accounts receivable consisted of the following:

December 31, June 30,
2005 2005

Billed receivables:

Billed receivables $ 258877 $ 265,781
Billable receivables at end of period 52,228 45,265
Total billed receivables 311,105 311,046
Unbilled receivables:

Unbilled pending receipt of contractual documents authorizing billing 26,075 27,009
Unbilled retainages and fee withholdings expected to be billed beyond the next 12 months 10,182 10,529
Total unbilled receivables 36,257 37,538

Table of Contents
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Total accounts receivable, net $ 347,362

11

Table of Contents

$

348,584
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E. Intangible Assets
Intangible assets related to customer contracts and programs acquired are as follows:

December 31, June 30,
2005 2005
Customer contracts and related customer relationships $ 117,462 $ 111,862
Covenants not to compete 787 787
Other 742 742
Intangible assets, at cost 118,991 113,391
Less accumulated amortization 41,304 32,132
Total intangible assets, net $ 77,687 $ 81,259

Intangible assets are being amortized on an accelerated basis over periods ranging from 6 to 120 months. The weighted-average period of
amortization for the intangible assets as of December 31, 2005 is 7.5 years, and the weighted-average remaining period of amortization is 5.4
years. Amortization expense was $9,106 and $4,719 for the three and six months ended December 31, 2005, respectively, and $4,850 and $9,790
for the three and six months ended December 31, 2004, respectively. During the three months ended December 31, 2005, the Company recorded
$5,600 of customer contract and related customer relationships value in connection with its acquisition of National Security Research, Inc (NSR)
(note N). This amount will be adjusted based on final evaluations of the fair values of the net assets acquired with the purchases of NSR and
Tech Computer Office Limited (TCO).

The accumulated amortization balances of $40,008 and $31,075, as of December 31, 2005 and June 30, 2005, respectively, pertain to the
customer contract and related customer relationships value. Expected amortization expense of customer contract and related customer
relationships value for the remainder of the fiscal year ending June 30, 2006, and for each of the fiscal years thereafter through June 30, 2010, is
as follows:

Amount
Year ended June 30, 2006 $ 9,831
Year ended June 30, 2007 17,888
Year ended June 30, 2008 15,102
Year ended June 30, 2009 13,367
Year ended June 30, 2010 11,736
$ 67,924
F.  Accrued Compensation and Benefits
Accrued compensation and benefits consisted of the following:
December 31, June 30,
2005 2005
Accrued salaries and withholdings $ 45,521 $ 51,648
Accrued leave 28,439 30,990
Accrued fringe benefits 8,827 9,025

Table of Contents 17
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Total accrued compensation and benefits $ 82,787

12
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$

91,663
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G.  Other Accrued Expenses
Other accrued expenses consisted of the following:

December 31, June 30,
2005 2005
Contract loss reserves $ 6,384 $ 13,384
Vendor obligations 29,260 32,051
Accrued sales and property taxes 5,576 3,982
Accrued interest 1,216 1,155
Deferred revenue 11,840 12,031
Other 3,727 5,028
Total other accrued expenses $ 58,003 $ 67,631
H. Notes Payable and Credit Facilities
The details of notes payable are as follows:
December 31, June 30,
2005 2005
Bank credit facilities term loan $ 343,875 $ 345,625
Mortgage note payable 755 777
Covenant not-to-compete note payable 100
Total long term debt 344,630 346,502
Less current portion (3,541) (3,641)
Long term debt, net of current portion $ 341,089 $ 342,861

Effective May 3, 2004, concurrent with the acquisition of the Defense and Intelligence Group (D&IG) of American Management Systems, Inc.,
the Company entered into a $550,000 credit facility (the 2004 Credit Facility), consisting of a $200,000 revolving credit facility (the Revolving
Facility) and a $350,000 institutional term loan (the Term Loan). The 2004 Credit Facility also provides for stand-by letters of credit aggregating
up to $25,000 that reduce the funds available under the Revolving Facility when issued.

The Revolving Facility is a five-year, secured facility that permits continuously renewable borrowings of up to $200,000, with an expiration date
of May 2, 2009, and annual sub-limits on amounts borrowed for acquisitions. The Revolving Facility permits one, two, three and six month
interest rate options. The Company pays a fee on the unused portion of the Revolving Facility, based on its leverage ratio, as defined. The
Company received no advances from borrowings under the Revolving Facility during the six months ended December 31, 2005.

The Term Loan is a seven-year secured facility under which principal payments are due in quarterly installments of $875 at the end of each
fiscal quarter through March 2011, and the balance at December 31, 2005, was $343,875, of which of $325,500 is due in full on May 2, 2011.

Borrowings under both the Revolving Facility and the Term Loan bear interest at rates based on LIBOR or the higher of the prime rate or federal
funds rate plus 0.5 percent, as elected by the Company, plus applicable margins based on the leverage ratio as determined quarterly. To date, the
Company has elected to apply LIBOR to outstanding borrowings. As of December 31, 2005, the effective interest rate, excluding the effect of
the amortization of debt financing costs, for the outstanding borrowings under the 2004 Credit Facility was 5.49 percent. Interest expense under
the 2004 Credit Facility for the three and six months ended December 31, 2005 was $4,728 and $9,160, respectively.

Table of Contents 19
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The 2004 Credit Facility contains financial covenants that stipulate a minimum amount of net worth, a minimum fixed-charge coverage ratio,
and a maximum leverage ratio. Substantially all of the Company s assets serve as collateral under the 2004 Credit Facility. As of December 31,
2005, the Company was in compliance with the financial covenants of the 2004 Credit Facility.

The Company capitalized $8,234 of debt issuance costs in May 2004 associated with the origination of the 2004 Credit Facility. The Company
capitalized an additional $450 of financing costs to amend the 2004 Credit Facility in May 2005 by re-pricing downward the margins that are
applied to the interest rate options on the term loan. Other key terms of the 2004 Credit Facility were not changed. All debt financing costs are
being amortized from the date incurred to the expiration date of the Term Loan. The unamortized balance of $6,397 at December 31, 2005, is
included in other current and long-term assets.
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Long-term debt as of December 31, 2005, also includes $714 due under a mortgage note payable agreement. The Company assumed obligations
of the mortgage as part of its acquisition of MTL Systems, Inc. in January 2004. Outstanding balances under the mortgage note payable bear
interest at 5.88 percent and are secured by interest in real property located in Dayton, Ohio.

As a condition of its 2004 Credit facility, in May 2005, the Company entered into two forward interest rate swap agreements under which it will
exchange floating-rate interest payments for fixed-rate interest payments. The agreements cover a combined notional amount of debt totaling
$98,000, provide for swap payments over a two-year period beginning in March 2006, and are settled on a quarterly basis. The weighted-average
fixed interest rate provided by the agreements is 4.22 percent.

The Company accounts for its interest rate swap agreements under the provisions of SFAS No. 133, Accounting for Derivative Instruments and
Hedging Activities, and has determined that the two swap agreements qualify as effective hedges. Accordingly, the fair value of the interest rate
swap agreements at December 31, 2005 of $1,021 has been reported in other accrued expenses, with an offset, net of an income tax effect of
$388, included in accumulated other comprehensive income in the accompanying consolidated balance sheet as of December 31, 2005. The
change in fair value of $288, net of income tax effect of $110, is reported as other comprehensive income in the accompanying consolidated
statement of comprehensive income for the three-months ended December 31, 2005. This amount will be reclassified into interest expense as
yield adjustments in the periods during which the related floating-rate interest is incurred.

L Commitments and Contingencies
General Legal Matters

The Company is involved in various lawsuits, claims, and administrative proceedings arising in the normal course of business. Management is of
the opinion that any liability or loss associated with such matters, either individually or in the aggregate, will not have a material adverse effect
on the Company s operations and liquidity.

Iraq Investigations

On April 26, 2004, the Company received information indicating that one of its employees was identified in a report authored by U.S. Army
Major General Antonio M. Taguba as being connected to allegations of abuse of Iraqi detainees at the Abu Ghraib prison facility. To date,
despite the Taguba Report and the subsequently-issued Fay Report addressing alleged inappropriate conduct at Abu Ghraib, no present or former
employee of the Company has been officially charged with any offense in connection with the Abu Ghraib allegations. The Company does not
believe the outcome of this matter will have a material adverse effect on its financial position.

Subcontract Purchase Commitment

The Company has entered into a subcontract agreement with a vendor to purchase a number of directional finding units to be ordered in
connection with the performance of one of the Company s contracts. The subject subcontract provides for unit price decreases as the number of
units purchased under the subcontract increases. Management believes that the Company will purchase a sufficient number of units over the
subcontract term to allow it to realize the lowest unit cost available, and based upon this expectation, has recognized unit costs incurred to date at
the lowest unit cost provided under the subcontract. Based on the number of units ordered to date and assuming that no other units are ordered
under the subcontract, the Company s maximum unit price exposure (the difference between the unit price that would be applicable to the
number of units actually purchased as compared to the discount price at which the Company has recognized the purchases to date) is estimated
to be $2,994. This amount has not been recorded in the Company s consolidated financial statements as of December 31, 2005.

State Tax Contingency

In November 2005, the Company settled with the State of Indiana its outstanding matter involving a claim by Indiana for state income taxes. The
settlement had no material effect on the consolidated financial statements.

D&IG Acquisition Arbitration

As part of its agreement to acquire the D&IG, the Company agreed to pay additional consideration of up to $10,000 in cash if the net worth of
the D&IG upon the closing of the transaction exceeded an amount as stipulated in the purchase agreement. Conversely, the Company could
receive up to $10,000 if the net worth of the D&IG is below a specified level.
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The Company and the seller submitted a matter regarding purchase consideration to an arbitrator, and the arbitrator ruled in favor of the
Company by decision on November 16, 2005. No additional consideration is due from CACI to the seller.

J. Stock Based Compensation
Adoption and Effects of New Standard

Effective July 1, 2005, the Company adopted the provisions of FAS 123R using the modified retrospective transition method and has restated
the consolidated statements of operations, cash flows, and comprehensive income for the three and six months ended December 31, 2004. The
effects of this restatement are included in note B.

The adoption of FAS 123R had a significant non-cash impact on earnings as well as classification of cash flows for the three and six months
ended December 31, 2005 and 2004. Net income for the three months ended December 31, 2005 and 2004 was reduced $1,018 and $1,384,
respectively, net of the effect of income taxes, as a result of recognizing compensation for the amortization of the value of stock options. Net
income for the six months ended December 31, 2005 and 2004, again net of the effect of income taxes, was reduced by $4,718 and $2,806,
respectively, due to the application of FAS 123R. The greater effect of applying FAS 123R reported for the six months ended December 31,
2005 results from the expense recognition of 100 percent of the value of stock options granted to employees at or near age 65 during the three
months ended September 30, 2005. A summary of the components of stock-based compensation expense recognized during the three and six
months ended December 31, 2005 and 2004, together with the income tax benefits realized, is as follows:

Three Months Ended Six Months Ended
December 31, December 31,
2005 2004 2005 2004
(as restated (as restated
for FAS 123R) for FAS 123R)
Stock-based compensation included in indirect cost and selling
expense:
Non- Qualified stock option expense $1,620 $ 2,232 $7.401 $ 4,545
Restricted stock units 1,050 441 2,282 1,465
Total stock-based compensation expense $2,670 $ 2,673 $9.683 $ 6,010
Income tax benefit recognized for stock-based compensation expense $ 847 $ 1,027 $ 3,547 $ 2,320

Prior to the adoption of FAS 123R, the Company followed the provisions of APB No. 25 in recognizing stock-based compensation expense, and
thereunder recognized only the costs of restricted stock units (RSUs) in its consolidated financial statements. The stock-based compensation
expense included in net income for the three and six months ended December 31, 2004, as previously reported, was $441 and $1,465,
respectively. Under FAS 123R, the Company recognizes stock-based compensation expense based on the fair value of both RSUs and stock
options. Stock-based compensation expense is recognized on a straight-line basis ratably over the respective vesting periods, and is adjusted as
required for options subject to graded vesting schedules.

The Company also considers the effect of expected forfeitures of equity grants in recording stock-based compensation expense under FAS 123R.
Under the new standard, the Company estimates an expected forfeiture rate for grants of equity instruments, and adjusts stock-based
compensation expense for its effect. This effect is adjusted to reflect actual forfeitures as equity instruments vest. Previously under APB No. 25,
the Company recognized the actual effect of forfeitures as they occurred.

The new accounting standard also requires that certain income tax benefits realized upon the exercise of stock options, or the vesting of
restricted stock units, be reported as financing cash flows. Previously, the tax benefits resulting from the excess of the income tax deduction over
the expense recognized for financial reporting purposes were reported as operating cash flows. The effect of this change is a decrease in
operating cash flows, and an increase in financing cash flows.
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Equity Grants and Valuation

The Company issues non-qualified stock options and RSUs on an annual basis to its directors and key employees under the 1996 Stock Incentive
Plan (The 1996 Plan). RSUs are also issued under the Management Stock Purchase Plan (MSPP), and the Director Stock Purchase Plan (DSPP)
(note K).

The number of shares authorized by shareholders for grants under the 1996 Plan was 7,450,000 as of December 31, 2005. The aggregate number
of grants that may be made under the 1996 Plan may exceed this approved amount as forfeited options and RSUs, and vested options that expire,
become available for future grants. Cumulative grants of 7,530,861 non-qualified stock options and RSUs have been awarded, and 1,347,135 of
these awards have been forfeited, as of December 31, 2005.

Under the 1996 Plan, non-qualified stock options granted prior t