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UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  
Washington, DC 20549  

  

FORM 10-Q/A 
 

  

  

For the quarterly period ended June 30, 2006 
 

OR 
 

  

For the transition period from              to              
 

Commission File Number 0-24343 
 

  

Answerthink, Inc. 
 

(Exact name of Registrant as specified in its charter)  
  

  

  

(305) 375-8005 
 

(Registrant’s telephone number, including area code)  
  

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 requirement for the past 90 days.    YES  ⌧    NO  �  

Indicate by check mark whether registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See 
definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):  

Large Accelerated Filer  �    Accelerated Filer  ⌧    Non-Accelerated Filer  � 
 

Indicate by check mark whether registrant is a shell company (as defined in Rule 12b-2 of the Exchange 
Act).    YES  �    NO  ⌧  

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date: 
 

⌧ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

� TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

FLORIDA  65-0750100
(State or other jurisdiction of

Incorporation or organization)  
(I.R.S. Employer

Identification Number)

1001 Brickell Bay Drive, Suite 3000 
Miami, Florida  33131

(Address of principal executive offices)  (Zip Code)
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As of July 28, 2006, there were 45,223,345 shares of common stock outstanding. 
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Answerthink, Inc.  

PURPOSE OF THE AMENDMENT 
 

As described in the Company’s Current Report on Form 8-K filed on November 1, 2006, on or about October 26, 2006, the 
Company learned of a misappropriation by its former UK disbursement agent which related to funds earmarked for payroll taxes due 
to the United Kingdom Inland Revenue. The disbursement agent had been utilized by the Company from early 2003 to January 2006 
to make payroll, payroll tax and vendor disbursements in the UK. The Company initiated a review of the matter, and has concluded 
that the loss resulting from the misappropriation was approximately $2.2 million, of which $0.3 million relates to 2006 as described 
below. The total loss is comprised of payroll taxes that were not disbursed to the United Kingdom Inland Revenue of approximately 
$1.8 million, interest owing on past due payroll tax amounts of approximately $0.1 million and the write-off of funds owed back to the 
Company from the agent of approximately $0.3 million. The Company’s Audit Committee also initiated a review of the matter. That 
review is now complete.  

The former disbursement agent admitted to the full extent of the misappropriation. A suit was commenced against the former 
disbursement agent in the UK on October 27, 2006. The Company and the former disbursement agent have agreed to settlement terms 
that, if satisfied, would include the full repayment of the misappropriation. In connection with the settlement, the agent made 

▲
an initial 

cash ▲payment to the Company in January 2007 of ▲$0.4 million and has agreed to make additional payments to the Company on or 
before August 31, 2007 that, when taken together with the 

▲
initial payment, approximate 

▲
$2.5 million (at current foreign currency 

exchange rates). If the payments are not received by this date, the Company can foreclose certain assets pledged by the agent. The 
agent has guaranteed to pay any amount by which the 

▲
initial payment, additional cash payments and the net proceeds from the sale of 

the pledged assets fall below approximately 
▲
$2.5 million (at current foreign currency exchange rates). This shortfall amount would be 

repaid in annual installments of not less than approximately $0.1 million per year (at current foreign currency exchange rates) 
beginning in 2007, together with interest thereon accruing from January 1, 2008. The Company cannot predict whether the former 
disbursement agent will satisfy the terms of the settlement agreement. Due to this uncertainty, any amounts recovered as a result of the 
Company’s claim have been and will be accounted for as income in the period collected.  

As a result, the Company is filing this amendment to its Form 10-Q for the quarter ended June 30, 2006 (the “Original 10-Q 
Filing”), to amend and restate financial statements and other financial information for the quarters and six months ended June 30, 2006 
and July 1, 2005. The restatement serves to record a charge for the funds misappropriated and accrue for the payroll tax liability and 
related interest still owing to the United Kingdom Inland Revenue.  

The Company has also determined that a control deficiency related to the UK payroll and disbursements process, which gave rise 
to this restatement, constituted a material weakness in its internal controls over financial reporting. Management has undertaken 
certain actions to address the control deficiency. These actions will be assessed in connection with management’s evaluation of the 
effectiveness of its internal controls over financial reporting as of December 29, 2006. See “Item 4 – Controls and Procedures.”  

For the convenience of the reader, this Form 10-Q/A sets forth the Original 10-Q Filing in its entirety. However, this Form 10-
Q/A only amends and restates certain information in Items 1, 2 and 4 of Part I and Item 6 of Part II of the Original 10-Q Filing, in each 
case, solely as a result of and to reflect the restatement, and no other information in the Original 10-Q Filing is amended hereby. 
Except for the amended information referred to above, this Form 10-Q/A continues to describe conditions as of the date of the Original 
10-Q Filing and the Company has not modified or updated other disclosures presented in the Original 10-Q Filing. This Form 10-Q/A 
does not reflect events occurring after the filing of the Original 10-Q Filing or modify or update disclosures (including, except as 
otherwise provided herein, the exhibits to the Original 10-Q Filing), affected by subsequent events. Accordingly, this Form 10-Q/A 
should be read in conjunction with the Company’s filings made with the SEC subsequent to the date of the Original 10-Q Filing. In 
addition, this Form 10-Q/A includes updated certifications from the Company’s Chief Executive Officer and Chief Financial Officer 
as Exhibits 31.1, 31.2 and 32.  

Effects of Restatement 
 

The following tables set forth the effects of the restatement relating to the aforementioned misappropriation on affected line items 
within financial statements previously reported in the Original 10-Q 

▲
Filing.  
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Consolidated Statements of Operations Impact  
The following table reconciles the Company’s previously reported results in the Original 10-Q Filing to the restated consolidated 

statements of operations for the quarters and six months ended June 30, 2006 and July 1, 2005
▲
. The loss from misappropriation had no 

effect on the income tax provision in the consolidated statements of operations.  

ANSWERTHINK, INC. 
 

Consolidated Statements of Operations  
(in thousands, except per share data)  

(unaudited)  
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   Quarter Ended June 30, 2006   Quarter Ended July 1, 2005  

   
As Previously

Reported   Adjustments  
As 

Restated   
As Previously

Reported   Adjustments  
As 

Restated  

Total revenues   $ 48,996  $ —    $ 48,996  $ 41,700  $ —   $41,700 
                         

Total cost of service   29,573  —    29,573  24,558   —    24,558 
Selling, general and administrative costs   17,072  —    17,072  16,118   —    16,118 
Restructuring costs   —    —    —   —    —    —   
Loss from misappropriation   —    23  23  —    278   278 

                         

Total costs and operating expenses   46,645  23  46,668  40,676   278   40,954 
    

 

   

 

   

 

   

 

   

 

   

 

Income (loss) from operations   2,351 (23) 2,328 1,024   (278)  746 
    

 

   

 

   

 

   

 

   

 

   

 

Other income (expense):        

Interest income   163 —   163 321   —    321 
Interest expense    (38)  —     (38)  (16)  —     (16)

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) before income taxes   2,476  (23) 2,453  1,329   (278)  1,051 
Income taxes   332  —    332  95   —    95 

                         

Net income (loss)   $ 2,144  $ (23) $ 2,121  $ 1,234  $ (278) $ 956 
    

 

   

 

   

 

   

 

   

 

   

 

Basic and diluted net income (loss) per common share:       

Net income (loss) per common share   $ 0.05  $ 0.00  $ 0.05  $ 0.03  $ (0.01) $ 0.02 

   Six Months Ended June 30, 2006   Six Months Ended July 1, 2005  

   
As Previously

Reported  Adjustments 
As 

Restated
As Previously

Reported  Adjustments  
As 

Restated  
Total revenues   $ 98,827  $ —    $ 98,827  $ 78,572  $ —    $78,572 

    
 

   
 

   
 

   
 

   
 

   
 

Total cost of service   60,972  —    60,972  48,760   —    48,760 
Selling, general and administrative costs   34,865  —    34,865  29,437   —    29,437 
Restructuring costs   6,313 —   6,313 1,134   —    1,134 
Loss from misappropriation    —     302   302   —     524   524 

    
 

   
 

   
 

   
 

   
 

   
 

Total costs and operating expenses   102,150  302  102,452  79,331   524   79,855 
                         

Income (loss) from operations   (3,323) (302) (3,625) (759)  (524)  (1,283)
    

 
   

 
   

 
   

 
   

 
   

 

Other income (expense):        

Interest income   353  —    353  584   —    584 
Interest expense   (143) —   (143) (40)  —    (40)

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) before income taxes   (3,113) (302) (3,415) (215)  (524)  (739)
Income taxes   697  —    697  (19)  —    (19)

                         

Net income (loss)   $ (3,810) $ (302) $ (4,112) $ (196) $ (524) $ (720)
    

 

   

 

   

 

   

 

   

 

   

 

Basic and diluted net income (loss) per common share:    
Net income (loss) per common share   $ (0.09) $ (0.00) $ (0.09) $ (0.00) $ (0.02) $ (0.02)

�
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Consolidated Balance Sheets Impact  
The following table reconciles the consolidated balance sheets previously reported in the Original 10-Q Filing to the restated 

amounts as of March 31, 2006 and December 30, 2005:  

ANSWERTHINK, INC. 
 

Consolidated Balance Sheets  
(in thousands, except share data)  

  

  
4  

   June 30, 2006 (unaudited)   December 30, 2005  

   
As Previously

Reported   Adjustments  As Restated   
As Previously

Reported   Adjustments  As Restated  

ASSETS     
Cash and cash equivalents   $ 11,529  $ (264) $ 11,265  $ 18,103  $ —    $ 18,103 
Other current assets    51,282   1   51,283   58,760   —    58,760 

    
 

   
 

   
 

   
 

   
 

   
 

Total current assets    62,811   (263)  62,548   76,863   —    76,863 
Total other assets   74,666   —    74,666  75,018   —   75,018 

    
 

   
 

   
 

   
 

   
 

   
 

Total assets    137,477   (263)  137,214   151,881   —    151,881 
    

 

   

 

   

 

   

 

   

 

   

 

LIABILITIES AND SHAREHOLDERS’ EQUITY   
Current liabilities:        

Accounts payable    5,632   —    5,632   6,319   —    6,319 
Accrued expenses and other liabilities    26,119   1,980   28,099   37,751   1,843  39,594 
Loan payable    —     —    —    3,657   —    3,657 

                         

Total current liabilities    31,751   1,980   33,731   47,727   1,843  49,570 
Accrued expenses and other liabilities, non-

current    5,275   —    5,275   3,272   —    3,272 
                         

Total liabilities    37,026   1,980   39,006   50,999   1,843  52,842 
    

 
   

 
   

 
   

 
   

 
   

 

Shareholders’ equity:        

Preferred stock, $.001 par value, 
1,250,000 shares authorized, none 
issued and outstanding    —     —     —     —     —     —   

Common stock, $.001 par value, 
authorized 125,000,000 shares; issued: 
51,923,378 shares at June 30, 2006; 
51,020,343 shares at December 30, 
2005    51   —    51   51   —    51 

Additional paid-in capital   278,269   —    278,269  282,749   —   282,749 
Unearned compensation    —     —     —     (8,003)  —     (8,003)
Treasury stock, at cost, 6,534,155 shares at 

June 30, 2006 and December 30, 2005    (22,119)  —    (22,119)  (22,119)  —    (22,119)
Accumulated deficit    (155,558)  (2,209)  (157,767)  (151,748)  (1,907) (153,655)
Accumulated other comprehensive income 

(loss)    (192)  (34)  (226)  (48)  64  16 
                         

Total shareholders’ equity    100,451   (2,243)  98,208   100,882   (1,843) 99,039 
    

 
   

 
   

 
   

 
   

 
   

 

Total liabilities and shareholders’ 
equity   $ 137,477  $ (263) $ 137,214  $ 151,881  $ —    $ 151,881 
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Consolidated Statements of Cash Flows Impact  
The restatement did not impact our net cash flows from investing or financing activities. However, net cash provided by 

operating activities and cash and cash equivalents were impacted. The following table shows the effect on our previously reported cash 
flow items in the Original 10-Q Filing for the six months ended June 30, 2006 and July 1, 2005:  

ANSWERTHINK, INC. 
 

Consolidated Statements of Cash Flows  
(in thousands)  

(unaudited)  
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   Six Months Ended June 30, 2006   Six Months Ended July 1, 2005  

   
As Previously

Reported   Adjustments  
As 

Restated   
As Previously

Reported   Adjustments  
As 

Restated  

Net loss   $ (3,810) $ (302) $ (4,112) $ (196) $ (524) $ (720)
Adjustments to reconcile net loss to net cash 

provided by operating activities:        

Write-off of leasehold improvements   715   —    715  —     —    —   
Depreciation and amortization   3,098   —    3,098  2,452   —    2,452 
Provision for doubtful accounts   330   —    330  50   —    50 
Non-cash compensation expense   2,221   —    2,221  1,285   —    1,285 

Changes in assets and liabilities, net of effects from 
acquisitions:     

Increase in accounts receivable and unbilled 
revenue   (1,822)  —    (1,822) (6,531)  —    (6,531)

Decrease (increase) in prepaid expenses and 
other assets   224   (1)  223  (140)  —    (140)

Increase (decrease) in accounts payable   (687)  —    (687) 1,764   —    1,764 
Increase (decrease) in accrued expenses and 

other liabilities  (1,368)  39   (1,329) (471)  524 53 
                         

Net cash used in operating activities   (1,099)  (264)  (1,363) (1,787)  —    (1,787)
    

 
   

 
   

 
   

 
   

 
   

 

                         

Net cash used in investing activities   (1,469)  —    (1,469) (6,731)  —    (6,731)
    

 
   

 
   

 
   

 
   

 
   

 

                         

Net cash used in financing activities   (4,006)  —    (4,006) (3,049)  —    (3,049)
    

 
   

 
   

 
   

 
   

 
   

 

Net decrease in cash and cash equivalents   (6,574)  (264)  (6,838) (11,567)  —    (11,567)
Cash and cash equivalents at beginning of period  18,103   —    18,103 38,890   —   38,890 

    
 

   
 

   
 

   
 

   
 

   
 

Cash and cash equivalents at end of period   $ 11,529  $ (264) $ 11,265  $ 27,323  $ —    $ 27,323 
    

 

   

 

   

 

   

 

   

 

   

 

�

�

�

��������������������
��

��

��

�������������������

�������������������

��

������������������



 ˆ1RQR62FM00WG=DYÄŠ
1RQR62FM00WG=DY

87475 TX 6ANSWERTHINK, INC.
FORM 10-Q/A 06/30/20

30-Jan-2007 03:05 EST
MRKD09-Feb-2007 07:00 EST HMSMIA

RR Donnelley ProFile CHMshinr0in 6*
ESS 0C

CHWFBU-MWS-CX05
9.5.15

Page 1 of 1

Answerthink, Inc.  
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PART I - FINANCIAL INFORMATION  
Item 1. Financial Statements  

Answerthink, Inc. 
 

CONSOLIDATED BALANCE SHEETS  
(in thousands, except share data)  

  

The accompanying notes are an integral part of the consolidated financial statements. 
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June 30, 
2006 

(Restated)   

December 30,
2005 

(Restated)  
   (unaudited)     

ASSETS    

Current assets:    
Cash and cash equivalents   $ 11,265  $ 18,103 
Marketable investments    4,950   9,902 
Restricted cash    —    3,657 
Accounts receivable and unbilled revenue, net of allowance of $1,787 and $1,766 at June 30, 

2006 and December 30, 2005    43,421   41,928 
Prepaid expenses and other current assets    2,912   3,273 

         

Total current assets    62,548   76,863 
Restricted cash    600   600 
Property and equipment, net    5,634   6,304 
Other assets    4,756   6,422 
Goodwill, net    63,676   61,692 

    
 

   
 

Total assets   $ 137,214  $ 151,881 
    

 

   

 

LIABILITIES AND SHAREHOLDERS’ EQUITY    

Current liabilities:    

Accounts payable   $ 5,632  $ 6,319 
Accrued expenses and other liabilities    28,099   39,594 
Loan payable    —    3,657 

         

Total current liabilities    33,731   49,570 
Accrued expenses and other liabilities, non-current    5,275   3,272 

         

Total liabilities    39,006   52,842 
    

 
   

 

Commitments and contingencies    —    —   

Shareholders’ equity:    

Preferred stock, $.001 par value, 1,250,000 authorized, none issued and outstanding    —    —   
Common stock, $.001 par value, authorized 125,000,000 shares; issued: 51,923,378 shares at 

June 30, 2006; 51,020,343 shares at December 30, 2005    51   51 
Additional paid-in capital    278,269   274,746 
Treasury stock, at cost, 6,534,155 shares at June 30, 2006 and December 30, 2005    (22,119)  (22,119)
Accumulated deficit    (157,767)  (153,655)
Accumulated other comprehensive income (loss)    (226)  16 

         

Total shareholders’ equity    98,208   99,039 
    

 
   

 

Total liabilities and shareholders’ equity   $ 137,214  $ 151,881 
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Answerthink, Inc.  
CONSOLIDATED STATEMENTS OF OPERATIONS  

(in thousands, except per share data)  
(unaudited)  

  

The accompanying notes are an integral part of the consolidated financial statements. 
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   Quarter Ended   Six Months Ended  

   

June 30,
2006 

(Restated)  

July 1, 
2005 

(Restated)  

June 30, 
2006 

(Restated)   

July 1, 
2005 

(Restated) 
Revenues:      

Revenues before reimbursements   $43,950  $37,440 $ 88,846  $70,618 
Reimbursements    5,046   4,260   9,981   7,954 

    
 

   
 

   
 

   
 

Total revenues    48,996   41,700  98,827   78,572 
Costs and expenses:      

Cost of service:     
Personnel costs before reimbursable expenses (includes $247 and $145, 

and $467 and $267 of stock compensation expense in the quarters and 
six months ended June 30, 2006 and July 1, 2005, respectively)    24,527   20,298  50,991   40,806 

Reimbursable expenses    5,046   4,260  9,981   7,954 
                 

Total cost of service    29,573   24,558   60,972   48,760 
Selling, general and administrative costs (includes $898 and $583, and $1,754 

and $1,018 of stock compensation expense in the quarters and six months 
ended June 30, 2006 and July 1, 2005, respectively)    17,072   16,118  34,865   29,437 

Restructuring costs    —    —    6,313   1,134 
Loss from misappropriation    23   278  302   524 

                 

Total costs and operating expenses    46,668   40,954  102,452   79,855 
    

 
   

 
   

 
   

 

Income (loss) from operations    2,328   746  (3,625)  (1,283)
Other income (expense):     

Interest income    163   321   353   584 
Interest expense    (38)  (16) (143)  (40)

    
 

   
 

   
 

   
 

Income (loss) before income taxes    2,453   1,051  (3,415)  (739)
Income taxes    332   95 697   (19)

    
 

   
 

   
 

   
 

Net income (loss)   $ 2,121  $ 956  $ (4,112) $ (720)
    

 

   

 

   

 

   

 

Basic net income (loss) per common share:      

Net income (loss) per common share   $ 0.05  $ 0.02  $ (0.09) $ (0.02)
Weighted average common shares outstanding    44,626   42,786  44,572   43,112 

Diluted net income (loss) per common share:      

Net income (loss) per common share   $ 0.05  $ 0.02  $ (0.09) $ (0.02)
Weighted average common and common equivalent shares outstanding    46,594   45,106 44,572   43,112 

��
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Answerthink, Inc.  
CONSOLIDATED STATEMENTS OF CASH FLOWS  

(in thousands)  
(unaudited)  

  

The accompanying notes are an integral part of the consolidated financial statements. 
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   Six Months Ended  

   

June 30,
2006 

(Restated)  

July 1, 
2005 

(Restated)  

Cash flows from operating activities:    

Net loss  $ (4,112) $ (720)
Adjustments to reconcile net loss to net cash used in operating activities:    

Write-off of leasehold improvements    715  —   
Depreciation and amortization    3,098  2,452 
Provision for doubtful accounts    330  50 
Non-cash compensation expense    2,221  1,285 

Changes in assets and liabilities, net of effects from acquisitions:    

Increase in accounts receivable and unbilled revenue   (1,822) (6,531)
Decrease (increase) in prepaid expenses and other assets    223   (140)
Increase (decrease) in accounts payable    (687) 1,764 
Increase (decrease) in accrued expenses and other liabilities    (1,329) 53 

    
 

   
 

Net cash used in operating activities   (1,363) (1,787)
Cash flows from investing activities:    

Purchases of property and equipment    (1,343) (767)
Decrease in restricted cash    3,657  2,400 
Purchases of marketable investments    —    (27,900)
Proceeds from calls, sales and maturities of marketable investments    5,000  20,000 
Cash used in acquisition of businesses, net of cash acquired    (8,783) (464)

         

Net cash used in investing activities    (1,469) (6,731)

Cash flows from financing activities:    

Repayments of borrowings    (1,101) —   
Repayment of loan payable    (3,657) —   
Proceeds from issuance of common stock   752 892 
Repurchases of common stock    —     (3,941)

    
 

   
 

Net cash used in financing activities    (4,006) (3,049)
         

Net decrease in cash and cash equivalents    (6,838)  (11,567)
Cash and cash equivalents at beginning of period    18,103  38,890 

    
 

   
 

Cash and cash equivalents at end of period   $11,265  $ 27,323 
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  

(unaudited)  
1. Restatement  

As described in the Company’s Current Report on Form 8-K filed on November 1, 2006, on or about October 26, 2006, the 
Company learned of a misappropriation by its former UK disbursement agent which related to funds earmarked for payroll taxes due 
to the United Kingdom Inland Revenue. The disbursement agent had been utilized by the Company from early 2003 to January 2006 
to make payroll, payroll tax and vendor disbursements in the UK. The Company initiated a review of the matter, and has concluded 
that the loss resulting from the misappropriation was approximately $2.2 million, of which $0.3 million relates to 2006 as described 
below. The total loss is comprised of payroll taxes that were not disbursed to the United Kingdom Inland Revenue of approximately 
$1.8 million, interest owing on past due payroll tax amounts of approximately $0.1 million, and the write-off of funds owed back to 
the Company from the agent of approximately $0.3 million. The Company’s Audit Committee also initiated a review of the matter. 
That review is now complete.  

The former disbursement agent admitted to the full extent of the misappropriation. A suit was commenced against the former 
disbursement agent in the UK on October 27, 2006. The Company and the former disbursement agent have agreed to settlement terms 
that, if satisfied, would include the full repayment of the misappropriation. In connection with the settlement, the agent made an initial 
▲
cash 

▲
payment to the Company in January 2007 of $0.4 million

▲
 and has agreed to make additional payments to the Company on or 

before August 31, 2007 that, when taken together with the 
▲
initial payment, approximate $2.5

▲
 million (at current foreign currency 

exchange rates). If the payments are not received by this date, the Company can foreclose certain assets pledged by the agent. The 
agent has guaranteed to pay any amount by which the 

▲
initial payment, additional cash payments and the net proceeds from the sale of 

the pledged assets fall below approximately $2.5
▲
 million (at current foreign currency exchange rates). This shortfall amount would be 

repaid in annual installments of not less than approximately $0.1 million per year (at current foreign currency exchange rates) 
beginning in 2007, together with interest thereon accruing from January 1, 2008. The Company cannot predict whether the former 
disbursement agent will satisfy the terms of the settlement agreement. Due to this uncertainty, any amounts recovered as a result of the 
Company’s claim have been and will be accounted for as income in the period collected.  

As a result, on February 15, 2007 we amended the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 
2006, to amend and restate financial statements and other financial information for the quarters ended June 30, 2006 and July 1, 2005. 
The restatement serves to record a charge for the funds misappropriated 

▲
and accrue for the payroll tax liability and related interest 

owed to the United Kingdom Inland Revenue.  

Effects of Restatement 
 

The following tables set forth the effects of the restatement relating to the aforementioned misappropriation on affected line items 
within financial statements previously reported in the Original 10-Q 

▲
Filing.  
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

1. Restatement (continued) 
 

Consolidated Statements of Operations Impact  

The following table reconciles the Company’s previously reported results in the Original 10-Q Filing to the restated consolidated 
statements of operations for the quarters and six months ended June 30, 2006 and July 1, 2005

▲
. The loss from misappropriation had no 

effect on the income tax provision in the consolidated statements of operations.  

ANSWERTHINK, INC. 
 

Consolidated Statements of Operations  
(in thousands, except per share data)  

(unaudited)  
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   Quarter Ended June 30, 2006   Quarter Ended July 1, 2005  

   
As Previously

Reported   Adjustments  
As 

Restated   
As Previously

Reported   Adjustments  
As 

Restated  

Total revenues   $ 48,996  $ —    $ 48,996  $ 41,700  $ —   $41,700 
                         

Total cost of service    29,573   —     29,573   24,558   —     24,558 
Selling, general and administrative costs   17,072  —    17,072  16,118   —    16,118 
Restructuring costs   —    —    —   —    —    —   
Loss from misappropriation   —    23  23  —    278   278 

    
 

   
 

   
 

   
 

   
 

   
 

Total costs and operating expenses   46,645 23 46,668 40,676   278   40,954 
    

 

   

 

   

 

   

 

   

 

   

 

Income (loss) from operations   2,351  (23) 2,328  1,024   (278)  746 
    

 

   

 

   

 

   

 

   

 

   

 

Other income (expense):        

Interest income   163  —    163  321   —    321 
Interest expense   (38) —    (38) (16)  —    (16)

                         

Income (loss) before income taxes   2,476  (23) 2,453  1,329   (278)  1,051 
Income taxes   332  —    332  95   —    95 

                         

Net income (loss)   $ 2,144  $ (23) $ 2,121  $ 1,234  $ (278) $ 956 
    

 

   

 

   

 

   

 

   

 

   

 

Basic and diluted net income (loss) per common share:       

Net income (loss) per common share   $ 0.05 $ 0.00 $ 0.05 $ 0.03  $ (0.01) $ 0.02 

   Six Months Ended June 30, 2006 Six Months Ended July 1, 2005  

   
As Previously

Reported   Adjustments  
As 

Restated   
As Previously

Reported   Adjustments  
As 

Restated  

Total revenues   $ 98,827 $ —   $ 98,827 $ 78,572  $ —   $78,572 
    

 
   

 
   

 
   

 
   

 
   

 

Total cost of service   60,972  —    60,972  48,760   —    48,760 
Selling, general and administrative costs   34,865  —    34,865  29,437   —    29,437 
Restructuring costs   6,313  —    6,313  1,134   —    1,134 
Loss from misappropriation   —    302  302  —    524   524 

                         

Total costs and operating expenses   102,150  302  102,452  79,331   524   79,855 
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) from operations   (3,323) (302) (3,625) (759)  (524)  (1,283)
    

 
   

 
   

 
   

 
   

 
   

 

Other income (expense):        

Interest income   353  —    353  584   —    584 
Interest expense   (143) —    (143) (40)  —    (40)

                         

Income (loss) before income taxes   (3,113) (302) (3,415) (215)  (524)  (739)
Income taxes   697  —    697  (19)  —    (19)

    
 

   
 

   
 

   
 

   
 

   
 

Net income (loss)   $ (3,810) $ (302) $ (4,112) $ (196) $ (524) $ (720)
    

 

   

 

   

 

   

 

   

 

   

 

Basic and diluted net income (loss) per common share:       

Net income (loss) per common share   $ (0.09) $ (0.00) $ (0.09) $ (0.00) $ (0.02) $ (0.02)
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

1. Restatement (continued) 
 

Consolidated Balance Sheets Impact  

The following table reconciles the consolidated balance sheets previously reported in the Original 10-Q Filing to the restated 
amounts as of March 31, 2006 and December 30, 2005:  

ANSWERTHINK, INC. 
 

Consolidated Balance Sheets  
(in thousands, except share data)  
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   June 30, 2006 (unaudited)   December 30, 2005  

   
As Previously

Reported   Adjustments  As Restated   
As Previously

Reported   Adjustments  As Restated  

ASSETS        

Cash and cash equivalents  $ 11,529  $ (264) $ 11,265 $ 18,103  $ —   $ 18,103 
Other current assets    51,282   1   51,283   58,760   —     58,760 

    
 

   
 

   
 

   
 

   
 

   
 

Total current assets    62,811   (263)  62,548   76,863   —    76,863 
Total other assets    74,666   —    74,666   75,018   —    75,018 

                         

Total assets    137,477   (263)  137,214   151,881   —    151,881 
    

 

   

 

   

 

   

 

   

 

   

 

LIABILITIES AND SHAREHOLDERS’ EQUITY   
Current liabilities:        

Accounts payable    5,632   —    5,632   6,319   —    6,319 
Accrued expenses and other liabilities    26,119   1,980   28,099   37,751   1,843  39,594 
Loan Payable    —     —    —    3,657   —    3,657 

                         

Total current liabilities    31,751   1,980   33,731   47,727   1,843   49,570 
Accrued expenses and other liabilities, non-

current    5,275   —    5,275   3,272   —    3,272 
    

 
   

 
   

 
   

 
   

 
   

 

Total liabilities   37,026   1,980   39,006  50,999   1,843 52,842 
    

 
   

 
   

 
   

 
   

 
   

 

       

Shareholders’ equity:        

Preferred stock, $.001 par value, 
1,250,000 shares authorized, none 
issued and outstanding    —     —    —    —    —    —   

Common stock, $.001 par value, 
authorized 125,000,000 shares; issued: 
51,923,378 shares at June 30, 2006; 
51,020,343 shares at December 30, 
2005    51   —    51   51   —    51 

Additional paid-in capital    278,269   —    278,269   282,749   —    282,749 
Unearned compensation    —     —    —    (8,003)  —    (8,003)
Treasury stock, at cost, 6,534,155 shares at 

June 30, 2006 and December 30, 2005   (22,119)  —    (22,119)  (22,119)  —   (22,119)
Accumulated deficit    (155,558)  (2,209)  (157,767)  (151,748)  (1,907)  (153,655)
Accumulated other comprehensive income 

(loss)    (192)  (34)  (226)  (48)  64  16 
    

 
   

 
   

 
   

 
   

 
   

 

Total shareholders’ equity   100,451   (2,243)  98,208  100,882   (1,843) 99,039 
    

 
   

 
   

 
   

 
   

 
   

 

Total liabilities and shareholders’ 
equity   $ 137,477  $ (263) $ 137,214  $ 151,881  $ —    $ 151,881 
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  
1. Restatement (continued)  

Consolidated Statements of Cash Flows Impact  

The restatement did not impact our net cash flows from investing or financing activities. However, net cash provided by 
operating activities and cash and cash equivalents were 

▲
impacted. The following table shows the effect on our previously reported cash 

flow items in the Original 10-Q Filing for the six months ended June 30, 2006 and July 1, 2005:  

ANSWERTHINK, INC. 
 

Consolidated Statements of Cash Flows  
(in thousands)  

(unaudited)  
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   Six Months Ended June 30, 2006   Six Months Ended July 1, 2005  

   
As Previously

Reported   Adjustments  
As 

Restated   
As Previously

Reported   Adjustments  
As 

Restated  

Net loss   $ (3,810) $ (302) $ (4,112) $ (196) $ (524) $ (720)
Adjustments to reconcile net income (loss) to 

net cash provided by operating activities:        

Write-off of leasehold improvements   715   —    715  —     —    —   
Depreciation and amortization   3,098   —    3,098  2,452   —    2,452 
Provision for doubtful accounts  330   —    330 50   —   50 
Non-cash compensation expense    2,221   —     2,221   1,285   —     1,285 

Changes in assets and liabilities, net of effects from 
acquisitions:        

Increase in accounts receivable and unbilled 
revenue   (1,822)  —    (1,822) (6,531)  —    (6,531)

Decrease (increase) in prepaid expenses and 
other assets  224   (1)  223 (140)  —   (140)

Increase (decrease) in accounts payable    (687)  —     (687)  1,764   —     1,764 
Increase (decrease) in accrued expenses and 

other liabilities   (1,368)  39   (1,329) (471)  524  53 
    

 
   

 
   

 
   

 
   

 
   

 

Net cash used in operating activities  (1,099)  (264)  (1,363) (1,787)  —   (1,787)
    

 
   

 
   

 
   

 
   

 
   

 

       
    

 
   

 
   

 
   

 
   

 
   

 

Net cash used in investing activities   (1,469)  —    (1,469) (6,731)  —    (6,731)
                         

    
    

 
   

 
   

 
   

 
   

 
   

 

Net cash used in financing activities   (4,006)  —    (4,006) (3,049)  —    (3,049)
                         

Net decrease in cash and cash equivalents  (6,574)  (264)  (6,838) (11,567)  —   (11,567)
Cash and cash equivalents at beginning of period    18,103   —     18,103   38,890   —     38,890 

    
 

   
 

   
 

   
 

   
 

   
 

Cash and cash equivalents at end of period   $ 11,529  $ (264) $ 11,265  $ 27,323  $ —    $ 27,323 
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

2. Basis of Presentation 
 

The consolidated financial statements of Answerthink, Inc. (“Answerthink” or the “Company”) include the accounts of the 
Company and all of its wholly owned subsidiaries. All material intercompany transactions and balances have been eliminated in 
consolidation.  

In the opinion of management, the accompanying consolidated financial statements reflect all normal and recurring adjustments 
which are necessary for a fair presentation of the Company’s financial position, results of operations, and cash flows as of the dates 
and for the periods presented. The consolidated financial statements have been prepared pursuant to the rules and regulations of the 
Securities and Exchange Commission regarding interim financial reporting. Accordingly, these statements do not include all the 
disclosures normally required by accounting principles generally accepted in the United States of America for annual financial 
statements and should be read in conjunction with the consolidated financial statements and notes thereto for the year ended 
December 30, 2005 included in the Form 10-K/A filed by the Company with the Securities and Exchange Commission. The 
consolidated results of operations for the quarter and six months ended June 30, 2006 are not necessarily indicative of the results to be 
expected for any future period or for the full fiscal year.  

3. Net Income (Loss) Per Common Share 
 

Basic net income (loss) per common share is computed by dividing net income (loss) by the weighted average number of 
common shares outstanding during the period. With regard to common stock subject to vesting requirements or restricted stock units 
issued to employees, the calculation includes only the vested portion of such stock. Accordingly, common shares outstanding for the 
basic net income (loss) per share computation is lower than actual shares issued.  

Net income (loss) per common share assuming dilution is computed by dividing net income (loss) by the weighted average 
number of common shares outstanding, increased by the assumed conversion of other potentially dilutive securities during the period. 
For the quarters ended June 30, 2006 and July 1, 2005 potentially dilutive securities included 1,711,979 and 2,143,439 of unvested 
restricted stock units issued to employees and 256,095 and 176,092 of common stock issuable upon the exercise of stock options 
following the treasury stock method.  

Approximately 1.5 million and 2.0 million stock options were excluded from the computations of diluted net income per 
common share for the quarters ended June 30, 2006 and July 1, 2005 as their stock price was higher than the Company’s average stock 
price.  

Potentially dilutive shares were excluded from the diluted loss per share calculation for the six months ended June 30, 2006 and 
July 1, 2005 because their effects would have been anti-dilutive to the loss incurred by the Company. Therefore, the amounts reported 
for basic and diluted net loss per share were the same for those periods. Potentially dilutive securities which were not included in the 
diluted loss per share calculation for the six months ended June 30, 2006 and July 1, 2005 include 1,708,596 and 2,162,515 shares 
respectively, of unvested common stock subject to vesting requirements and restricted stock units issued to employees and 291,751 
and 234,892 shares respectively, of common stock issuable upon the exercise of stock options following the treasury stock method.  

4. Comprehensive Income (Loss) 
 

The Company accounts for comprehensive income under SFAS No. 130, Reporting Comprehensive Income. 
Comprehensive income (loss) is summarized below (in thousands):  
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  Quarter Ended   Six Months Ended  

   
June 30, 2006

(Restated)   
July 1, 2005
(Restated)   

June 30, 2006
(Restated)   

July 1, 2005
(Restated)  

Net income (loss)  $ 2,121  $ 956  $ (4,112) $ (720)
Change in cumulative foreign currency translation adjustment    (209)  145   (290)  177 
Change in net unrealized gain (loss) on marketable investments   21  38  48   (25)

    
 

       
 

   
 

Comprehensive income (loss)   $ 1,933  $ 1,139  $ (4,354) $ (568)
    

 

       

 

   

 

�
�
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

5. Accounts Receivable and Unbilled Revenue, Net 
 

Accounts receivable and unbilled revenues, net consists of the following (in thousands):  
  

6. Loan Payable 
 

At December 30, 2005, the Company had a loan with a financial institution of $3.7 million, classified as loan payable in the 
accompanying balance sheet. The loan was secured by $3.7 million of cash, classified as current restricted cash in the accompanying 
balance sheet as of December 30, 2005. This bank loan carried interest on the balance, net of restricted cash, of 2% over National 
Westminster Bank’s base rate, which was 4.5% at December 30, 2005. During March 2006, the Company used the restricted cash 
amount to repay the loan.  

7. Restructuring Accrual 
 

The Company recorded restructuring costs of $10.9 million and $5.6 million in fiscal years 2002 and 2001, respectively, for 
reductions in associates and functional support personnel and for closure and consolidation of facilities and related exit costs. These 
actions were taken as a result of the decline in demand for technology services throughout 2001 and 2002. The Company took steps to 
reduce its costs to better align its overall cost structure and organization with anticipated demand for services.  

In 2004 and 2003, the Company recorded restructuring costs of $3.7 million and $4.9 million, respectively, to increase 
existing reserves to account for potentially higher estimated losses on the sublease of facilities as a result of lower than expected 
sublease rates and longer than expected time estimates to sublease excess facilities. The 2004 and 2003 restructuring costs consisted of 
additions of $1.8 million and $3.1 million to the 2002 restructuring accrual and $1.9 million and $1.8 million to the 2001 restructuring 
accrual, respectively. Also in 2004, the 2002 restructuring accrual was reduced by $370 thousand relating to the final settlement of a 
lease obligation which was recorded as income from discontinued operations in the consolidated statement of operations for the year 
ended December 31, 2004.  

During the first and fourth quarters of 2005, the Company recorded restructuring costs of $2.9 million which related to $1.1 
million for the consolidation of additional facilities and related exit costs not included in previously established reserves primarily as a 
result of the REL Consultancy Group acquisition on November 29, 2005 and $1.8 million for increases in previously established 
reserves in 2002 and 2001 for the closure and consolidation of facilities, of which $1.1 million is specifically related to the increase of 
previously established reserves in order to reflect the negotiated buyout of our New York City lease obligation. As a result of the 
buyout, the Company was fully released from $20 million of future lease obligations, assigned two subleases to the lessor, wrote-off 
$1.4 million receivable from the lessor, and paid $3.1 million in cash to the lessor. The remaining $700 thousand related to increases in 
the reserves to account for higher estimated losses on the sublease of facilities as a result of lower than expected sublease rates and 
longer than expected time estimates to sublease facilities based on current market conditions. The 2005 restructuring costs of $1.8 
million related to previously established reserves consisted of additions of $1.2 million and $600 thousand to the 2002 and 2001 
restructuring accruals, respectively.  

During the first quarter of 2006, the Company recorded restructuring costs of $6.3 million, which was comprised of $2.8 
million relating to the 2005 restructuring for the consolidation of additional facilities and related exit costs primarily as a result of the 
REL Consultancy Group acquisition and $3.5 million for increases in previously established reserves in 2002 and 2001 for the closure 
and consolidation of facilities to account for higher estimated losses on the sublease of facilities as a result of lower than expected 
sublease rates and longer than expected time estimates to sublease facilities based on current market conditions. Included in the $2.8 
million is a further reduction of occupied space in our technology focused facility in Philadelphia and related severance costs for a 
senior executive as the Company’s primary business model shifts to a proprietary best practice and intellectual capital and strategic 
advisory services firm.  
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June 30,

2006   
December 30,

2005  

Accounts receivable  $36,767  $ 35,870 
Unbilled revenue    8,441   7,824 
Allowance for doubtful accounts    (1,787)  (1,766)

    
 

   
 

  $43,421  $ 41,928 
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

7. Restructuring Accrual (continued) 
 

The following table sets forth the detail and activity in the restructuring expense accrual during the six months ended June 30, 
2006 (in thousands):  

2001 Restructuring Accrual 
 

  

2002 Restructuring Accrual 
 

  

2005 Restructuring Accrual 
 

  

8. Stock Based Compensation 
 

In December 2004, the Financial Accounting Standards Board issued SFAS No. 123R, Share-Based Payment (“SFAS 
No. 123R”). This Statement is a revision of SFAS No. 123, Accounting for Stock-Based Compensation (“SFAS No. 123”), and 
supersedes Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees (“APB No. 25”), and its related 
implementation guidance. On December 31, 2005, the Company adopted the provisions of SFAS No. 123R using the modified 
prospective method. SFAS No.123R focuses primarily on accounting for transactions in which an entity obtains employee services in 
share-based payment transactions. The Statement requires entities to recognize compensation expense for awards of equity instruments 
to employees based on the grant-date fair value of those awards (with limited exceptions). SFAS No. 123R also requires the benefits of 
tax deductions in excess of recognized compensation expense to be reported as a financing cash flow, rather than as an operating cash 
flow as prescribed under the prior accounting rules. This requirement reduces net operating cash flows and increases net financing cash 
flows in periods after adoption. Total cash flow remains unchanged from what would have been reported under prior accounting rules. 
Upon the adoption of SFAS No. 123R, the Company recognized an immaterial one-time gain based on SFAS No. 123R’s requirement 
to apply an estimated forfeiture rate to unvested restricted stock and restricted stock unit awards. Previously, the Company recorded 
forfeitures as incurred for such awards.  

Prior to the adoption of SFAS No. 123R, the Company followed the intrinsic value method in accordance with APB No. 25 to 
account for its employee stock plans. Accordingly, no compensation expense was recognized for the issuance of stock options or 
shares granted through the Employee Share Purchase Plan (the “ESPP”); however, compensation expense was recognized in 
connection with the issuance of restricted stock units and common stock subject to vesting requirements. The adoption of SFAS 
No. 123R primarily resulted in the Company estimating forfeitures for all unvested common stock subject to vesting requirements and 
restricted stock unit awards and the recognition of compensation expense for the unvested portion of previously granted stock options.  
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Accrual 
Balance at 

December 30,
2005   

Adjustments
to Accrual   Expenditures  

Accrual 
Balance at
June 30, 

2006 
Closure and consolidation of facilities and related exit 

costs   $ 2,617  $ 387  $ (778) $ 2,226
            

 

   

   

Accrual 
Balance at

December 30,
2005   

Adjustments
to Accrual  Expenditures 

Accrual 
Balance at
June 30, 

2006

Closure and consolidation of facilities and related exit 
costs   $ 1,151  $ 3,094  $ (223) $ 4,022

            

 

   

   

Accrual 
Balance at 

December 30,
2005   

Adjustments
to Accrual   

Asset Write-
Off   Expenditures  

Accrual 
Balance at
June 30, 

2006 
Severance and other employee costs   $ 372  $ 906  $ —    $ (702) $ 576
Closure and consolidation of facilities and 

related exit costs    694  1,926   (715)  (319)  1,586
                    

  $ 1,066  $ 2,832  $ (715) $ (1,021) $ 2,162
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

8. Stock Based Compensation (continued) 
 

The following table shows the effect of adopting SFAS No. 123R on selected reported items (“As Reported”) and what those 
items would have been under previous guidance under APB No. 25:  
  

Results for the quarter and six months ended July 1, 2005 have not been restated. Had compensation expense for employee stock 
options granted under the Company’s stock plans been determined based on fair value at the grant date consistent with SFAS No. 123, 
the Company’s net income (loss) and net income (loss) per share for the quarter and six months ended July 1, 2005 would have been 
adjusted to the pro forma amounts indicated below:  
  

Stock Plans 
 

Total share based compensation included in the net income (loss) for the quarter and six months ended June 30, 2006 was $1.1 
million and $2.2 million, respectively. The number of shares available for future issuance under the plans at June 30, 2006 is 
10,667,477 shares. The Company issues new shares as shares are required to be delivered under the plan.  

Stock Options 
 

The Company has granted stock options to employees and directors of the Company at exercise prices equal to the market value 
of the stock at the date of grant. The options generally vest ratably over four years, based on continued employment, with a maximum 
term of 10 years.  
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   Quarter Ended June 30, 2006   Six Months Ended June 30, 2006  

   

As 
Reported 
(Restated)   

Under 
APB No. 25 
(Restated)   

As Reported 
(Restated)   

Under 
APB No. 25 
(Restated)  

Income (loss) before income taxes   $ 2,453  $ 2,573  $ (3,415)  $ (3,133)
Net income (loss)   $ 2,121  $ 2,241  $ (4,112)  $ (3,830)

   

Quarter Ended
July 1, 2005 
(Restated)   

Six Months Ended
July 1, 2005 
(Restated)  

Net income (loss), as reported   $ 956  $ (720)
Add: Stock based employee compensation expense included in reported 

net income (loss), net of related tax effects   728  1,285 
Deduct: Total stock based employee pro forma compensation expense 

determined under fair value based method for all awards, net of related 
tax effects    (1,180)  (2,300)

    
 

   
 

Pro forma net income (loss)   $ 504  $ (1,735)

Basic net income (loss) per common share:    

As reported   $ 0.02  $ (0.02)
Pro forma   $ 0.01  $ (0.04)

Diluted net income (loss) per common share:    

As reported   $ 0.02  $ (0.02)
Pro forma   $ 0.01  $ (0.04)
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

8. Stock Based Compensation (continued) 
 

Stock option activity under the Company’s stock option plans is summarized as follows:  
  

Other information pertaining to option activity during the quarter was as follows (in thousands): 
 

  

No options were granted during the quarter and six months ended June 30, 2006. The Company recorded stock- based 
compensation totaling $120 thousand and $282 thousand during the quarter and six months ended June 30, 2006, respectively, related 
to the unvested portion of previously granted stock options. The Company granted 45,000 options during the quarter and six months 
ended July 1, 2005.  

SFAS No. 123R requires the use of a valuation model to calculate the fair value of stock option awards. The Company has 
elected to use the Black-Scholes option-pricing model, which incorporates various assumptions including volatility, expected life, and 
interest rates. The expected volatility is based on the historical volatility of the Company’s common stock over the most recent period 
commensurate with the estimated expected life of the Company’s stock options. The expected life of an award is based on historical 
experience and on the terms and conditions of the stock awards granted to employees. The following assumptions were used by the 
Company to determine the fair value of stock options granted during 2005 using the Black-Scholes options-pricing model:  
  

Restricted Stock Units 
 

Under the stock plans, participants may be granted restricted stock units, each of which represents a conditional right to receive a 
common share in the future. The restricted stock units granted under this plan generally vest over a four-year period, with 50% vesting 
on the second anniversary and 25% of the shares vesting on the third and fourth anniversaries of the grant date. Upon vesting, the 
restricted stock units will convert into an equivalent number of shares of common stock. The amount of expense relating to the 
restricted stock units is based on the closing market price of the Company’s common stock on the date of grant and is amortized on a 
straight-line basis over the four-year requisite service period. Restricted stock unit activity for the six months ended June 30, 2006 was 
as follows:  
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Option
Shares   

Weighted
Average 
Exercise

Price   

Weighted
Average 

Remaining
Contractual

Term   

Aggregate 
Intrinsic 

Value 
(in thousands)

Outstanding at December 31, 2005   2,445,321  $ 5.63    

Granted   —    —      

Exercised   (136,918)  3.59    
Canceled   (180,186)  5.66    

   
 

       

Outstanding at June 30, 2006   2,128,217  $ 5.75  5.82  $ —  
   

 

          

Exercisable at June 30, 2006   1,562,106  $ 5.94  5.20  $ —  
   

 

          

   Quarter Ended   Six Months Ended
   June 30, 2006  July 1, 2005  June 30, 2006  July 1, 2005

Weighted average grant-date fair value of stock options granted  $ —    $ 2.30  $ —    $ 2.30
Total fair value of stock options vested   $ 109  $ 206  $ 1,288  $ 1,490
Total intrinsic value of stock options exercised   $ 130  $ 46  $ 301  $ 90

Expected volatility   75%
Average expected option life   4 years
Risk-free rate   3.9%
Dividend yield   0%
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

8. Stock Based Compensation (continued) 
 

  

The Company recorded stock based compensation totaling $1,489 thousand and $1,325 thousand, respectively, related to 
restricted stock units during the six months ended June 30, 2006 and July 1, 2005. As of June 30, 2006, there was $6.2 million of total 
restricted stock unit compensation expense related to nonvested awards not yet recognized, which is expected to be recognized over a 
weighted average period of 1.19 years.  

As of July 1, 2005, the Company had 169,295 of stock options which were accounted for under variable plan accounting pursuant 
to FASB Interpretation No. 28, Accounting for Stock Appreciation Rights and Other Variable Stock Option or Award Plans. Variable 
plan accounting resulted in a reduction of stock compensation expense of approximately $80 thousand for the six months ended July 1, 
2005.  

Common Stock Subject to Vesting Requirements 
 

Shares of common stock subject to vesting requirements were issued in connection with an acquisition to the employees of such 
company. Employees of the acquired company vest in these shares over a period of four years. Compensation expense was based on 
the market value of the Company’s common stock at the time of grant and is recognized on a straight-line basis. Restricted stock 
activity for the six months ended June 30, 2006 was as follows:  
  

The Company recorded compensation expense totaling $338 thousand during the six months ended June 30, 2006 related to 
common stock subject to vesting requirements. As of June 30, 2006, there was $2.3 million of total stock based compensation related 
to common stock subject to vesting requirements not yet recognized, which is expected to be recognized over a weighted average 
period of 2.17 years.  
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   Six Months Ended June 30, 2006

   

Number of
Restricted Stock 

Units   

Weighted
Average 

Grant-Date Fair
Value 

Nonvested balance at December 31, 2005   2,828,633  $ 3.43
Granted   643,838   5.61
Vested   (32,100)  6.07
Forfeited   (765,497)  3.90

       

Nonvested balance at June 30, 2006   2,674,874  $ 3.78
   

 

   

   Six Months Ended June 30, 2006

   

Number of Shares of 
Common Stock 

Subject to Vesting 
Requirements   

Weighted
Average 

Grant-Date Fair
Value 

Nonvested balance at December 31, 2005   —    $ —  
Granted   676,695   3.99
Vested   —     —  
Forfeited   —     —  

       

Nonvested balance at June 30, 2006   676,695  $ 3.99
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

9. Shareholders’ Equity 
 

Employee Stock Purchase Plan  

Effective July 1, 1998, the Company adopted an Employee Stock Purchase Plan to provide substantially all employees who have 
completed three months of service as of the beginning of an offering period an opportunity to purchase shares of its common stock 
through payroll deductions. Purchases on any one grant are limited to 10% of eligible compensation. Participant account balances are 
used to purchase shares of stock at the lesser of 85% of the fair market value of shares on the first trading day of the six-month 
offering period or on the last trading day of such offering period. The aggregate fair market value, determined as of the first trading 
date of the offering period, as to shares purchased by an employee may not exceed $25,000 annually. During the fourth quarter of 
fiscal 2005, the Board of Directors approved a change to the common stock purchase discount and approved the elimination of the 
related look back period. As a result, effective beginning in fiscal 2006, shares of our common stock may be purchased by employees 
at six month intervals at 95% of the fair market value on the last trading day of each six month period. The plan, as amended, is 
considered non-compensatory, and as such, no stock based compensation was recorded in connection with the plan during the six 
months ended June 30, 2006. The Employee Stock Purchase Plan expires on July 1, 2008. A total of 4,275,000 shares of common 
stock are available for purchase under the plan with a limit of 400,000 shares of common stock to be issued per offering period.  

Treasury Stock 
 

On July 30, 2002, the Company announced that its Board of Directors approved the repurchase of up to $5.0 million of 
Answerthink’s common stock. In 2003, 2004 and 2005, the Board of Directors approved the repurchase of an additional 

▲
$25.0 million 

of the Company’s common stock, thereby increasing the total program size to 
▲
$30.0 million. Under the repurchase plans, the Company 

may buy back shares of its outstanding stock from time to time either on the open market or through privately negotiated transactions, 
subject to market conditions and trading restrictions. During the quarter ended June 30, 2006, the Company made no repurchase of its 
common stock. As of June 30, 2006, the Company had repurchased 6,534,155 shares of its common stock at an average price of $3.39 
per share.  

10. Litigation 
 

The Company is involved in legal proceedings, claims, and litigation arising in the ordinary course of business not specifically 
discussed herein. In the opinion of management, the final disposition of such matters will not have a material adverse effect on the 
financial position, cash flows or results of operations of the Company.  
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Answerthink, Inc.  
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)  

(unaudited)  

11. Geographic and Service Group Information 
 

Revenues are attributed to geographic areas as follows (in thousands):  

Long-lived assets are attributed to geographic areas as follows (in thousands): 
 

As of June 30, 2006 and December 30, 2005, foreign assets included $22 million and $31 million of goodwill and intangible 
assets related to REL, a UK based company, respectively.  

The Company’s revenue is derived from the following service groups (in thousands): 
 

12. Recent Accounting Pronouncements 
 

In July 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. 48, Accounting for Uncertainty 
in Income Taxes—an interpretation of FASB Statement No. 109 (FIN 48), which clarifies the accounting for uncertainty in tax 
positions. This Interpretation requires that the Company recognize in its financial statements, the impact of a tax position, if that 
position is more likely than not of being sustained on audit, based on the technical merits of the position. The provisions of FIN 48 are 
effective as of the beginning of the Company’s 2007 fiscal year, with the cumulative effect of the change in accounting principle 
recorded as an adjustment to opening retained earnings. The Company is currently evaluating the impact of adopting FIN 48 on its 
financial statements.  

13. Reclassifications 
 

Certain prior year amounts in the consolidated financial statements have been reclassified to conform to current year 
presentation.  
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   Quarter Ended   Six Months Ended

   
June 30, 

2006   
July 1, 
2005   

June 30,
2006   

July 1, 
2005 

Total Revenues         

Domestic   $42,424  $38,400  $86,523  $73,244
Foreign   6,572   3,300   12,304  5,328

                

Total   $48,996  $41,700  $98,827  $78,572
                

   
June 30, 

2006   
December 30,

2005

Long-Lived Assets     

Domestic   $51,695  $ 43,112
Foreign    22,371  31,306

        

Total   $74,066  $ 74,418
        

   Quarter Ended   Six Months Ended

   
June 30, 

2006   
July 1, 
2005   

June 30,
2006   

July 1, 
2005 

The Hackett Group         

Benchmarking   $ 5,127  $ 5,366  $ 9,750  $ 9,999
Membership Advisory Programs   3,194   1,948   5,430  3,623
Transformation Advisory    17,245   10,449   35,599   19,528

Best Practices Solutions         

Business Applications    12,780   14,398   26,904  27,631
Business Intelligence    10,650   9,539   21,144  17,791

                

Total Revenues   $48,996  $41,700  $98,827  $78,572
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations  
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS  

This report and the information incorporated by reference in it include “forward-looking statements” within the meaning of 
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. We intend the forward-looking 
statements to be covered by the safe harbor provisions for forward-looking statements in these sections. All statements regarding our 
expected financial position and operating results, our business strategy, our financing plans and forecasted demographic and economic 
trends relating to our business and industry are forward-looking statements. These statements can sometimes be identified by our use 
of forward-looking words such as “may,” “will,” “anticipate,” “estimate,” “expect,” or “intend” and similar expressions. These 
statements involve known and unknown risks, uncertainties and other factors that may cause our actual results, performance or 
achievements to be materially different from the results, performance or achievements expressed or implied by the forward-looking 
statements. We cannot promise you that our expectations in such forward-looking statements will turn out to be correct. Factors that 
impact such forward-looking statements include, among others, our ability to effectively integrate acquisitions into our operations, our 
ability to attract additional and retain existing business, the timing of projects and the potential for contract cancellation by our 
customers, changes in expectations regarding our industry, our ability to attract and retain skilled employees, possible changes in 
collections of accounts receivable, risks of competition, price and margin trends, foreign currency fluctuations and changes in general 
economic conditions and interest rates. An additional description of our risk factors is set forth in our Annual Report on Form 10-K for 
the year ended December 30, 2005. We undertake no obligation to update or revise publicly any forward-looking statements, whether 
as a result of new information, future events or otherwise, except as required by law.  

OVERVIEW 
 

Answerthink, Inc. is a leading business and technology consulting firm that enables companies to achieve world-class 
business performance. By leveraging the comprehensive database of The Hackett Group, the world’s leading repository of enterprise 
business process performance metrics and best practice intellectual capital, our business and technology solutions help clients improve 
performance and maximize returns on technology investments.  

The Hackett Group, a strategic advisory firm and an Answerthink company, is a world leader in best practice research, 
benchmarking, business transformation and working capital management services that empirically define and enable world-class 
enterprise performance. Only The Hackett Group empirically defines world-class performance in sales, general and administrative 
(SG&A) and supply chain activities with analysis gained through 3,500 benchmark studies over 14 years at 2,000 of the world’s 
leading companies.  

Answerthink’s combined capabilities include business advisory programs, benchmarking, business transformation, working 
capital management, business applications, and business intelligence, with corresponding offshore support. Answerthink was formed 
on April 23, 1997.  

RESTATEMENT 
 

As described in the Company’s Current Report on Form 8-K filed on November 1, 2006, on or about October 26, 2006, the 
Company learned of a misappropriation by its former UK disbursement agent which related to funds earmarked for payroll taxes due 
to the United Kingdom Inland Revenue. The disbursement agent had been utilized by the Company from early 2003 to January 2006 
to make payroll, payroll tax and vendor disbursements in the UK. The Company initiated a review of the matter, and has concluded 
that the loss resulting from the misappropriation was approximately $2.2 million, of which $0.3 million relates to 2006 as described 
below. The total loss is comprised of payroll taxes that were not disbursed to the United Kingdom Inland Revenue of approximately 
$1.8 million, interest owing on past due payroll tax amounts of approximately $0.1 million and the write-off of funds owed back to the 
Company from the agent of approximately $0.3 million.  

As a result, the Company is filing this amendment to its Form 10-Q for the quarter ended June 30, 2006 (the “Original 10-Q 
Filing”), to amend and restate financial statements and other financial information for the quarters and six months ended June 30, 2006 
and July 1, 2005. The restatement serves to record a charge for the funds misappropriated and accrue for the payroll tax liability and 
related interest still owing to the United Kingdom Inland Revenue.  
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Results of Operations  
The following table sets forth, for the periods indicated, our results of operations and the percentage relationship to 

revenues of such results, as restated. See Note 1 to the consolidated financial statements for a description and reconciliation of restated 
amounts.  
  

Revenues. Revenues for the quarter ended June 30, 2006 increased by $7.3 million or 17% to $49.0 million from $41.7 
million in the quarter ended July 1, 2005. Revenues for the six months ended June 30, 2006 increased $20.3 million or 26% to $98.8 
million from $78.6 million in the six months ended July 1, 2005. The increase in revenues for the quarter and six months ended 
June 30, 2006 was primarily attributable to revenue of approximately $6.3 million and $12.5 million, respectively, relating to REL 
Consultancy Group Limited (“REL”) which was acquired on November 29, 2005, increased revenue from our membership advisory 
program sales and related transformation advisory services and increased revenue from our Hyperion implementation practice. 
Reimbursements as a percentage of revenues during the quarters and six months ended June 30, 2006 and July 1, 2005 were 
comparable at 10%. During the quarter and six months ended June 30, 2006, no customer accounted for revenues equal to or greater 
than 5% of total revenues. During the quarter and six months ended July 1, 2005, one customer and two customers, respectively, had 
revenues equal to or greater than 5% of total revenues, accounting for 5% and 11% of revenues, respectively. Our contracts can be 
cancelled for convenience by the customer upon 30 days’ notice. During the quarter ended March 31, 2006, a significant customer 
filed for bankruptcy protection. In order to mitigate our credit risk, we entered into agreements with a third party on April 19, 2006 and 
on June 29, 2006 to sell our pre-bankruptcy accounts receivable from this customer for 65% and 75% of the total outstanding balances, 
respectively. The remaining amounts due under the terms of these agreements were collected in full subsequent to June 30, 2006. The 
cancellation or significant reduction in the use of services from key customers could have a material adverse effect on our results of 
operations. As is customary with most of our significant relationships, we may be able to continue with new and follow-on projects as 
these initiatives progress into subsequent phases. However, there is no assurance that we will be able to renew these contracts. The 
cancellation or significant reduction in the use of services from these key customers could have a material adverse effect on our results 
of operations.  

Cost of Service. Cost of service primarily consists of salaries, benefits and incentive compensation for consultants and 
reimbursable expenses associated with projects. Cost of service was $29.6 million in the quarter ended June 30, 2006 an increase of  
  

23  

   Quarter Ended   Six Months Ended  

   
June 30, 2006 

(Restated)   
July 1, 2005 
(Restated)   

June 30, 2006 
(Restated)   

July 1, 2005 
(Restated)  

Revenues:            

Revenues before reimbursements  $43,950  89.7% $37,440  89.8% $ 88,846 89.9%  $70,618 89.9%
Reimbursements    5,046  10.3%  4,260  10.2%  9,981  10.1%   7,954  10.1%

       
 

      
 

   
 

  
 

   
 

  
 

Total revenues   48,996  100.0%  41,700  100.0%  98,827  100.0%   78,572  100.0%

Costs and expenses:            

Cost of service:            

Personnel costs before reimbursable 
expenses    24,527  50.1%  20,298  48.7%  50,991  51.6%   40,806  51.9%

Reimbursable expenses   5,046  10.3%  4,260  10.2%  9,981  10.1%   7,954  10.1%
       

 
      

 
   

 
  

 
   

 
  

 

Total cost of service   29,573  60.4%  24,558  58.9%  60,972  61.7%   48,760  62.0%

Selling, general and administrative costs  17,072  34.8%  16,118  38.6%  34,865 35.3%   29,437 37.5%
Restructuring costs    —    —     —    —     6,313  6.4%   1,134  1.4%
Loss from misappropriation   23  0.0%  278  0.7%  302  0.3%   524  0.7%

       
 

      
 

   
 

  
 

   
 

  
 

Total costs and operating expenses   46,668  95.2%  40,954  98.2%  102,452  103.7%   79,855  101.6%
                             

Income (loss) from operations   2,328  4.8%  746  1.8%  (3,625) (3.7)%  (1,283) (1.6)%
Other income (expense):            

Interest income, net   125  0.2%  305  0.7%  210  0.3%   544  0.7%
                             

Income (loss) before income taxes    2,453  5.0%  1,051  2.5%  (3,415) (3.4)%  (739) (0.9)%
Income taxes   332  0.7%  95  0.2%  697  0.7%   (19) (0.0)%

       
 

      
 

   
 

  
 

   
 

  
 

Net income (loss)   $ 2,121  4.3% $ 956  2.3% $ (4,112) (4.1)% $ (720) (0.9)%
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$5.0 million or 20% compared to the quarter ended July 1, 2005. Cost of service was $61.0 million in the six months ended June 30, 
2006, an increase of $12.2 million or 25% compared to the six months ended July 1, 2005. This increase was primarily attributable to 
the increase in total billable headcount as a result of the REL acquisition in November 2005. Consultant average headcount for the six 
months ended June 30, 2006 was 656 compared to consultant average headcount of 573 for the six months ended July 1, 2005.  

Cost of service as a percentage of revenues was 60% for the quarter ended June 30, 2006, an increase from 59% in the 
quarter ended July 1, 2005, primarily as the result of a decrease in The Hackett Group annualized revenue per professional. The 
Hackett Group annualized revenue per professional was $387 thousand for the quarter ended June 30, 2006, as compared to $403 
thousand in the quarter ended July 1, 2005. The decrease in The Hackett Group revenue per professional was primarily attributable to 
lower than expected revenue in our Transformation Advisory practice. Cost of service as a percentage of revenue for the six months 
ended June 30, 2006 and July 1, 2005 was comparable at 62%.  

Selling, General and Administrative. Selling, general and administrative expenses increased 6% to $17.1 million in the 
quarter ended June 30, 2006 from $16.1 million in the quarter ended July 1, 2005. Selling, general and administrative expenses 
increased 18% to $34.9 million in the six months ended June 30, 2006 from $29.4 million in the six months ended July 1, 2005. The 
overall increase in selling, general and administrative expenses was primarily attributable to the acquisition of REL in November 2005 
and increased revenue from the comparable quarter in 2005. Selling, general and administrative expenses as a percentage of revenues 
were 35% and 39% and 35% and 37%, respectively, during the quarters and six months ended June 30, 2006 and July 1, 2005. The 
overall decreases are primarily attributable to benefits achieved from the company’s restructuring efforts to rationalize real estate 
investments and benefits achieved from the integration of REL’s back office functions.  

Restructuring Costs. We did not record any restructuring costs for the quarters ended June 30, 2006 and July 1, 2005. 
However, we recorded restructuring costs of $6.3 million in the quarter ended March 31, 2006 which was comprised of $2.8 million 
relating to the 2005 restructuring for the consolidation of additional facilities and related exit costs primarily as a result of the REL 
Consultancy Group acquisition and $3.5 million for increases in previously established reserves in 2002 and 2001 for the closure and 
consolidation of facilities to account for higher estimated losses on the sublease of facilities as a result of lower than expected sublease 
rates and longer than expected time to sublease facilities based on current market conditions. Included in the $2.8 million is a further 
reduction of occupied space in our technology focused facility in Philadelphia and related severance costs for a senior executive as the 
Company’s primary business model shifts to a proprietary best practice intellectual capital and strategic advisory services firm. 
Additionally, we recorded restructuring costs of $1.1 million in the quarter ended April 1, 2005 to increase previously established 
reserves in order to reflect the negotiated buyout of our New York City lease obligation.  

Loss From Misappropriation. The loss from misappropriation of $23 thousand and $278 thousand for the quarters ended 
June 30, 2006 and July 1, 2005 and $302 thousand and $524 thousand for the six months ended June 30, 2006 and July 1, 2005, 
respectively, relates to funds earmarked for payroll taxes due to the United Kingdom Inland Revenue that were misappropriated by our 
former UK disbursement agent. As described in the Form 8-K filed on November 1, 2006, on or about October 26, 2006, the Company 
learned of a misappropriation by our former UK disbursement agent which relates to funds earmarked for payroll taxes due to the 
United Kingdom Inland Revenue. The disbursement agent had been utilized from early 2003 to January 2006 to make payroll, payroll 
tax and vendor disbursements in our United Kingdom operations. As a result, the Company is filing this amendment to its Form 10-Q 
for the quarter ended June 30, 2006 (the “Original 10-Q Filing”), to amend and restate financial statements and other financial 
information for the quarters and six months ended June 30, 2006 and July 1, 2005. The restatement serves to record a charge for the 
funds misappropriated and accrue for the payroll tax liability and related interest still owing to the United Kingdom Inland Revenue. 
See Note 1 to the consolidated financial statements for a description and reconciliation of restated amounts.  

Income Taxes. We recorded income taxes of $697 thousand for the six months ended June 30, 2006, which represented an 
effective tax rate of 20.4% of 

▲
loss before income taxes. These taxes are primarily attributable to federal and state taxes related to 

REL’s U.S. entity, which could not be offset against our federal net operating loss carryforward. For the six months ended July 1, 
2005, we recorded an income tax benefit of $19 thousand, which represented an effective tax rate of 2.6% of 

▲
loss before income taxes 

for certain state and foreign taxes.
▲
 The liability method of accounting for deferred income taxes requires that a change in the valuation 

allowance for deferred tax assets be included in income tax expense or benefit for the current period.  
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Liquidity and Capital Resources  
We have funded our operations primarily with cash flow generated from operations and the proceeds from our initial public 

offering. At June 30, 2006, we had $11.3 million in cash and cash equivalents compared to $18.1 million at December 30, 2005. At 
June 30, 2006 and December 30, 2005, we had $600 thousand on deposit with a financial institution as collateral for letters of credit 
and have classified these deposits as restricted cash on the accompanying consolidated balance sheets. In addition, we had $3.7 million 
at December 30, 2005 on deposit with a financial institution as collateral for an Employee Benefit Trust loan acquired as part of The 
REL Consultancy Group and have classified this deposit as restricted cash on the accompanying consolidated balance sheet as of 
December 30, 2005. This cash was used to repay the loan during March 2006. We also had marketable investments of $5.0 million and 
$9.9 million at June 30, 2006 and December 30, 2005, respectively.  

Net cash used in operating activities was $1.4 million for the six months ended June 30, 2006 compared to $1.8 million for 
the comparable period of 2005. During the six months ended June 30, 2006, net cash used in operating activities was primarily 
attributable to our net loss of $4.1 million adjusted for $6.4 million of non-cash expenses, an increase of $1.8 million in accounts 
receivable and unbilled revenues, and decreases of $687 thousand in accounts payable and $1.3 million in accrued expenses and other 
liabilities. These effects were partially offset by decreases of $223 thousand in prepaid expenses and other current assets. Non-cash 
expenses included depreciation and amortization, provision for doubtful accounts, non-cash compensation expense and the write-off of 
leasehold improvements. During the six months ended July 1, 2005, net cash used in operating activities was primarily attributable to 
increases of $6.5 million in accounts receivable and unbilled revenue and $140 thousand in prepaid expenses and other assets. These 
effects were partially offset by our net loss of $720 thousand adjusted for $3.8 million of non-cash expenses and increases in accounts 
payable of $1.8 million and $53 thousand in accrued expenses and other liabilities.  

Net cash used in investing activities was $1.5 million for the six months ended June 30, 2006 compared to cash used in 
investing activities of $6.7 million during the comparative six months of 2005. Cash used in investing activities in the six months 
ended June 30, 2006 was primarily attributable to $1.3 million used for the purchase of property and equipment and $8.8 million used 
for the acquisition of businesses, partially offset by maturities of marketable investments of $5.0 million and a decrease in restricted 
cash of $3.7 million. The uses of cash for investing activities in the comparable period in 2005 were primarily attributable to the 
purchases of $27.9 million of marketable investments, $464 thousand used for the acquisition of a business and $767 thousand for 
purchases of property and equipment, partially offset by $20.0 million of proceeds from calls, sales and maturities of marketable 
investments and a $2.4 million decrease in restricted cash.  

Net cash used in financing activities was $4.0 million for the six months ended June 30, 2006 compared to $3.0 million for 
the comparable period of 2005. During the six months ended June 30, 2006, cash used in financing activities was primarily for the 
repayment of the Employee Benefit Trust loan of $3.7 million and the repayment of bank overdrafts of $1.1 million, partially offset by 
$752 thousand from proceeds from the sale of stock as a result of exercises of stock options as well as the sale of stock through our 
employee stock purchase plan. During the six months ended July 1, 2005, cash used in financing activities was primarily for the 
repurchase of $3.9 million of our common stock, partially offset by proceeds of $892 thousand from the sale of stock as a result of 
exercises of stock options and the sale of stock through our employee stock purchase plan.  

On July 30, 2002, we announced that our Board of Directors approved the repurchase of up to $5.0 million of our common 
stock. In 2003, 2004 and 2005, our Board of Directors approved the repurchase of an additional $25.0 million of our common stock, 
thereby increasing the total program size to 

▲
$30.0 million. Under the repurchase plan, we may buy back shares of our outstanding 

stock from time to time either on the open market or through privately negotiated transactions, subject to market conditions and trading 
restrictions. As of June 30, 2006, we had repurchased 6,534,155 shares of our common stock at an average price of $3.39 per share.  

We currently believe that available funds and cash flows generated by operations, if any, will be sufficient to fund our 
working capital and capital expenditure requirements for at least the next 12 months. We may decide to raise additional funds in order 
to fund expansion, to develop new or enhanced products and services, to respond to competitive pressures or to acquire 
complementary businesses or technologies. There is no assurance, however, that additional financing will be available when needed or 
desired.  
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Recent Accounting Pronouncements  
In July 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. 48, Accounting for 

Uncertainty in Income Taxes-an interpretation of FASB Statement No. 109 (FIN 48), which clarifies the accounting for uncertainty in 
tax positions. This Interpretation requires that we recognize in our financial statements, the impact of a tax position, if that position is 
more likely than not of being sustained on audit, based on the technical merits of the position. The provisions of FIN 48 are effective 
as of the beginning of our 2007 fiscal year, with the cumulative effect of the change in accounting principle recorded as an adjustment 
to opening retained earnings. We are currently evaluating the impact of adopting FIN 48 on our financial statements.  

Item 3. Quantitative and Qualitative Disclosures About Market Risk 
 

At June 30, 2006, our exposure to market risk related primarily to changes in interest rates on our investment portfolio. Our 
marketable investments consist primarily of short-term fixed interest rate securities. We invest only with high credit quality issuers and 
we do not use derivative financial instruments in our investment portfolio. We do not believe that a significant increase or decrease in 
interest rates would have a material impact on the fair value of our investment portfolio.  

Exchange Rate Sensitivity 
 

We face exposure to adverse movements in foreign currency exchange rates, as a portion of our revenues, expenses, assets 
and liabilities are denominated in currencies other than the U.S. Dollar, primarily the British pound and the euro. These exposures may 
change over time as business practices evolve. Currently, we do not hold any derivatives contracts that hedge our foreign currency 
risk, but we may adopt such strategies in the future.  

Item 4. Controls and Procedures 
 

Evaluation of Disclosure Controls and Procedures  

As described in the Company’s Current Report on Form 8-K filed on November 1, 2006, on or about October 26, 2006, the 
Company learned of a misappropriation by its former UK disbursement agent which related to funds earmarked for payroll taxes due 
to the United Kingdom Inland Revenue. The disbursement agent had been utilized by the Company from early 2003 to January 2006 
to make payroll, payroll tax and vendor disbursements in the UK. The Company initiated a review of the matter, and has concluded 
that the loss resulting from the misappropriation was approximately $2.2 million. The total loss is comprised of payroll taxes that were 
not disbursed to the United Kingdom Inland Revenue of approximately $1.8 million, interest owing on past due payroll tax amounts of 
approximately $0.1 million, and the write-off of funds owed back to the Company from the agent of approximately $0.3 million.  

Based on these findings, the Company concluded that it was necessary to amend and restate its financial statements and 
other financial information for the years 2005, 2004 and 2003, and the quarterly periods ended March 31, 2006 and June 30, 2006.  

The Company determined that the failure to maintain effective controls over cash disbursements and payroll transactions for 
its UK operations was a material weakness in its internal control over financial reporting.  

As more fully described in our Annual Report on Form 10-K/A for the fiscal year ended December 30, 2005 containing the 
restated financial information, the Company concluded that it did not maintain effective controls over cash disbursement and payroll 
transactions for its UK operations, and as such did not maintain effective “disclosure controls and procedures” as defined under 
Exchange Act Rule 13a-15(f) or 15d-15(f). Solely as a result of this material weakness in its internal control over financial reporting, 
we also concluded that our disclosure controls and procedures were not effective for the period covered by this report.  

The Company opened its European financial shared service center in London, England in December 2005, and ceased its 
agency relationship with the UK disbursements agent in January 2006. Vendor disbursements are now processed in-house by our 
European financial shared service center, and payroll and related tax disbursements have been migrated to ADP UK, a unit of the 
largest global payroll processing organization. In addition, all tax filings in the Company’s European operations are now subject to 
review by the Company’s European Chief Financial Officer.  
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On November 29, 2005, our Hackett Group Limited (UK) subsidiary acquired REL Consultancy Group Limited (UK) or 
REL. Our management has not yet completed an evaluation of the effectiveness of internal control over financial reporting based on 
the framework in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission for the acquired subsidiary as it was not considered material to the results of our operations, financial position and cash 
flows from the date of acquisition through December 30, 2005. We intend to disclose all material changes to internal control over 
financial reporting resulting from the acquisition, if any, within the time period for our first annual assessment of the internal control 
over financial reporting.  

Limitations on the Effectiveness of Controls 
 

Our management, including our CEO and CFO, does not expect that our Disclosure Controls and internal controls will 
prevent all error and all fraud. A control system, no matter how well conceived and operated, can provide only reasonable, not 
absolute, assurance that the objectives of the control system are met. Further, the design of a control system must reflect the fact that 
there are resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent limitations 
in all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, 
within the Company have been detected. These inherent limitations include the realities that judgments in decision-making can be 
faulty, and that breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented by the individual 
acts of some persons, by collusion of two or more people, or by management override of the control.  

Changes in Internal Controls 
 

With the exception of the implementation of internal controls relating to REL, and the controls implemented as a result of 
the misappropriation described herein, there were no changes in our internal controls over financial reporting that occurred during the 
period covered by this Quarterly Report on Form 10-Q/A that have materially affected, or are reasonably likely to materially affect, 
our internal control over financial reporting. The Company’s disclosure controls and procedures have been updated to ensure that the 
financial information of REL has been properly recorded.  
  

27  



 ˆ1RQR62FM2WR40TYfŠ
1RQR62FM2WR40TY

87475 TX 28ANSWERTHINK, INC.
FORM 10-Q/A 06/30/20

30-Jan-2007 16:03 EST
MRKD09-Feb-2007 07:00 EST HMSMIA

RR Donnelley ProFile CHMbrand0at 6*
ESS 0C

ATLFBUDSK128669
9.5.15

Page 1 of 1

PART II - OTHER INFORMATION  
Item 1. Legal Proceedings  

We are involved in legal proceedings, claims, and litigation arising in the ordinary course of business not specifically 
discussed herein. In the opinion of management, the final disposition of such matters will not have a material adverse effect on our 
financial position cash flows or results of operations.  

Item 4. Submission of Matters to a Vote of Security Holders 
 

At our Annual Meeting of Stockholders held on May 10, 2006, the following proposals were voted on by the Company’s 
security holders:  
  

 

(i) The election of two Directors (David N. Dungan and Richard Hamlin) to serve until the year 2009 and the election of 
one Director (John R. Harris) to serve until the year 2008. The security holders elected all nominated Directors with 
votes cast as follows: Mr. Dungan: 38,438,363 shares for and 2,456,806 shares withheld; Mr. Hamlin: 37,522,332 
shares for and 3,372,837 shares withheld; and Mr. Harris: 37,810,420 shares for and 3,084,749 shares withheld. 
There were no abstentions or broker non-votes applicable to the election of Directors. In addition to the Directors 
listed above that were elected at the meeting, the terms of the following Directors continued after the meeting: Ted 
A. Fernandez, Edwin A. Huston and Alan T.G. Wix. Allan R. Frank, our former President whose term expired at the 
Annual Meeting, chose not to seek re-election to our Board of Directors. 

  

 

(ii) To approve an amendment to the Company’s 1998 Stock Option and Incentive Plan to raise the sublimit for 
restricted stock and restricted stock units issuances thereunder by 1,500,000 shares. The security holders voted to 
approve the proposal with the votes cast as follows: 22,081,712 shares for, 4,451,833 against and 1,709,719 
abstentions. 

  

Item 6. Exhibits 
 

See Index to Exhibits on page 30, which is incorporated herein by reference.  

The Exhibits listed in the accompanying Index to Exhibits are filed as part of this report. 
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(iii) To re-approve the performance goals under the Company’s 1998 Stock Option and Incentive Plan for purposes of 

Section 162(m) of the Internal Revenue Code. The security holders voted to approve the proposal with the votes cast 
as follows: 25,105,697 shares for, 1,672,578 against and 1,464,989 abstentions. 
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SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its 
behalf by the undersigned thereunto duly authorized.  
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  Answerthink, Inc.

Date: ▲February 15, 2007   /s/ Grant M. Fitzwilliam
  Grant M. Fitzwilliam

  

    Executive Vice President, Finance and Chief
       Financial Officer
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INDEX TO EXHIBITS  
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Exhibit No.   Exhibit Description 
3.1+   Second Amended and Restated Articles of Incorporation of the Registrant, as amended

3.2+   Amended and Restated Bylaws of the Registrant, as amended

31.1   Certification by CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2   Certification by CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32   Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

+   Incorporated herein by reference to the Company’s Form 10-K for the year ended December 29, 2000
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Exhibit 31.1  

CERTIFICATION 
 

I, Ted A. Fernandez, certify that: 
 

  

1. I have reviewed this quarterly report on Form 10-Q/A of Answerthink, Inc.; 
  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 

  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 

  

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

  

 

a) Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

  

 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles; 

  

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and 

  

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 

the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and 

  

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors: 

  

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 
report financial information; and 

  

 b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting. 

  
Date: February 15, 2007  /s/ Ted A. Fernandez 

  Ted A. Fernandez
  Chairman of the Board and Chief Executive Officer

  Answerthink, Inc.

�
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Exhibit 31.2  

CERTIFICATION 
 

I, Grant M. Fitzwilliam, certify that: 
 

  

1. I have reviewed this quarterly report on Form 10-Q/A of Answerthink, Inc.; 
  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 

  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 

  

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

  

 

a) Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

  

 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles; 

  

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and 

  

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during 

the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and 

  

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors: 

  

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 
report financial information; and 

  

 b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting. 

  

  

Date: February 15, 2007  /s/ Grant M. Fitzwilliam
  Grant M. Fitzwilliam

  

Executive Vice President, Finance and Chief Financial 
Officer

  Answerthink, Inc.
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Exhibit 32  

ANSWERTHINK, INC 
 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Quarterly Report of Answerthink, Inc. (the “Company”) on Form 10-Q/A for the period ending June 30, 2006 
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), we, Ted A. Fernandez, Chairman of the 
Board and Chief Executive Officer, and Grant M. Fitzwilliam, Executive Vice President and Chief Financial Officer, of the Company, 
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that:  
  

 (1) The Report fully complies with the requirements of section 13 (a) of the Securities Exchange Act of 1934; and 
  

 (2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of 
operations of the Company. 

  

  

A signed original of this statement required by Section 906 has been provided to Answerthink, Inc. and will be retained by 
Answerthink, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.  

/s/ Ted A. Fernandez
Ted A. Fernandez
Chairman of the Board and 
Chief Executive Officer
February 15, 2007

/s/ Grant M. Fitzwilliam 
Grant M. Fitzwilliam
Executive Vice President, 
Finance and Chief Financial Officer
February 15, 2007
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