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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
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NASDAQ Stock Market LLC on June 30, 2007.
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PART I

Item 1. Business.

Overview

We are an information technology consulting firm serving Forbes Global 2000 (“Global 2000”) and other large
enterprise companies with a primary focus on the United States. We help our clients gain competitive advantage by
using Internet-based technologies to make their businesses more responsive to market opportunities and threats,
strengthen relationships with their customers, suppliers and partners, improve productivity and reduce information
technology costs. We design, build and deliver business-driven technology solutions using third party software
products developed by our partners. Our solutions include custom applications, portals and collaboration, eCommerce,
online customer management, enterprise content management, business intelligence, business integration, mobile
technology, technology platform implementations and service oriented architectures. Our solutions enable clients to
meet the changing demands of an increasingly global, Internet-driven and competitive marketplace.

Through our experience in developing and delivering business-driven technology solutions for a large number of
Global 2000 clients, we have acquired significant domain expertise that we believe differentiates our firm. We use
expert project teams that we believe deliver high-value, measurable results by working collaboratively with clients
and their partners through a user-centered, technology-based and business-driven solutions methodology. We believe
this approach enhances return-on-investment for our clients by significantly reducing the time and risk associated with
designing and implementing business-driven technology solutions.

We are expanding through a combination of organic growth and acquisitions. We believe that information technology
consulting is a fragmented industry and that there are a substantial number of privately held information technology
consulting firms in our target markets that, if acquired, can be strategically beneficial and accretive to earnings over
time. We have a track record of successfully identifying, executing and integrating acquisitions that add strategic
value to our business. Since April 2004, we have acquired and integrated 12 information technology consulting firms,
four of which were acquired in 2007. We believe that we can achieve significantly faster growth in revenues and
profitability through a combination of organic growth and acquisitions than we could through organic growth alone.

We believe we have built one of the leading independent information technology consulting firms in the United
States. We serve our customers from our network of 18 offices throughout North America. In addition, we have over
500 colleagues who are part of “national” business units, who travel extensively to serve clients throughout North
America and Europe. Our future growth plan includes expanding our business with a primary focus on the United
States, both through expansion of our national travel practices and through opening new offices, both organically and
through acquisitions. In 2007, 2006 and 2005, 99% of our revenues were derived from clients in the United States
while 1% of our revenues were derived from clients in Canada and Europe. Over 98% of our total assets were located
in the United States in 2007 with the remainder located in Canada, China, and India. During 2006, over 99% of our
total assets were located in the United States with the remainder located in Canada.

We place strong emphasis on building lasting relationships with clients. Over the past three years ending December
31, 2007, an average of 78% of revenues was derived from clients who continued to utilize our services from the prior
year, excluding from the calculation for any single period revenues from acquisitions completed in that year. We have
also built meaningful partnerships with software providers, most notably IBM, whose products we use to design and
implement solutions for our clients. These partnerships enable us to reduce our cost of sales and sales cycle times and
increase success rates through leveraging our partners' marketing efforts and endorsements.
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 Industry Background

A number of factors are shaping the information technology industry and, in particular, the market for our information
technology consulting services:

United States Economic Recovery. The years 2001 and 2002 saw a protracted downturn in information technology
spending as a result of an economic recession in the United States and the collapse of the Internet “bubble.” The
information technology consulting industry began to experience a recovery in the second half of 2003, which
continued through the first half of 2007.  As we enter 2008, it appears that the United States economy is beginning to
experience a slowdown in growth.  It is clear that the slowdown will have an effect on the information technology
consulting industry in general and on demand for our services in particular, but the amount of that impact is uncertain.
According to the most recent forecast from independent market research firm Forrester Research, total information
technology services spending in North America is expected to rise 5.2% in 2008.

1
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Need to Rationalize Complex, Heterogeneous Enterprise Technology Environments. Over the past 15 years, the
information systems of many Global 2000 and large enterprise companies have evolved from traditional
mainframe-based systems to include distributed computing environments. This evolution has been driven by the
benefits offered by distributed computing, including lower incremental technology costs, faster application
development and deployment, increased flexibility and improved access to business information. Organizations have
also widely installed enterprise resource planning (ERP), supply chain management (SCM), and customer relationship
management (CRM), applications in order to streamline internal processes and enable communication and
collaboration.

As a result of investment in these different technologies, organizations now have complex enterprise technology
environments with incompatible technologies and high costs of integration. These increases in complexity, cost and
risk, combined with the business and technology transformation caused by the commercialization of the Internet, have
created demand for information technology consultants with experience in enabling the integration of disparate
platforms and leveraging Internet-based technologies to support business and technology goals.

Increased Competitive Pressures. The marketplace continues to become increasingly global, Internet-driven and
competitive. To gain and maintain a competitive advantage in this environment, Global 2000 and large enterprise
companies seek real-time access to critical business applications and information that enables quality business
decisions based on the latest possible information, flexible business processes and systems that respond quickly to
market opportunities, improved quality and lower cost customer care through online customer self-service and
provisioning, reduced supply chain costs and improved logistics through processes and systems integrated online to
suppliers, partners and distributors and increased employee productivity through better information flow and
collaboration.

Enabling these business goals requires integrating, automating and extending business processes, technology
infrastructure and software applications end-to-end within an organization and with key partners, suppliers and
customers. This requires the ability not only to integrate the disparate information resource types, databases, legacy
mainframe applications, packaged application software, custom applications, trading partners, people and Web
services, but also to manage the business processes that govern the interactions between these resources so that
organizations can engage in “real-time business.” Real-time business refers to the use of current information in business
to execute critical business processes.

These factors are driving increased spending on software and related consulting services in the areas of application
integration, middleware and portals (AIMP), as these segments play critical roles in the integration between new and
existing systems and the extension of those systems to customers, suppliers and partners via the Internet. Companies
are expected to increase software spending on integration broker suites, enterprise portal services, application platform
suites and message-oriented middleware. As companies increase spending on software, their overall spending on
services will also increase, often by a multiplier of each dollar spent on software.

Quarterly Fluctuations. Our quarterly operating results are subject to seasonal fluctuations. The first and fourth
quarters are impacted by professional staff vacation and holidays, as well as the timing of buying decisions by clients.
Our results will also fluctuate, in part, based on whether we succeed in counterbalancing periodic declines in services
revenues when a project or engagement is completed or cancelled by entering into arrangements to provide additional
services to the same or other clients. Software sales are seasonal as well, with generally higher software demand
during the third and fourth quarter. These and other seasonal factors may contribute to fluctuations in our operating
results from quarter-to-quarter.
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Competitive Strengths

We believe our competitive strengths include:

§ Domain Expertise. We have acquired significant domain expertise in a core set of
business-driven technology solutions and software platforms. These solutions include custom
applications, portals and collaboration, eCommerce, customer relationship management,
enterprise content management, business intelligence, business integration, mobile technology
solutions, technology platform implementations and service oriented architectures and enterprise
service bus. The platforms in which we have significant domain expertise and on which these
solutions are built include IBM WebSphere, TIBCO BusinessWorks, Microsoft.NET,
Oracle-Seibel, BEA (acquired by Oracle), Cognos (acquired by IBM) and Documentum, among
others.
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§ Delivery Model and Methodology. We believe our significant domain expertise enables us to
provide high-value solutions through expert project teams that deliver measurable results by
working collaboratively with clients through a user-centered, technology-based and
business-driven solutions methodology. Our eNable Methodology, a unique and proven
execution process map we developed, allows for repeatable, high quality services delivery. The
eNable Methodology leverages the thought leadership of our senior strategists and practitioners
to support the client project team and focuses on transforming our clients' business processes to
provide enhanced customer value and operating efficiency, enabled by Web technology. As a
result, we believe we are able to offer our clients the dedicated attention that small firms usually
provide and the delivery and project management that larger firms usually offer.

§ Client Relationships. We have built a track record of quality solutions and client satisfaction
through the timely, efficient and successful completion of numerous projects for our clients. As a
result, we have established long-term relationships with many of our clients who continue to
engage us for additional projects and serve as references for us. Over the past three years ending
December 31, 2007, an average of 78% of revenues was derived from clients who continued to
utilize our services from the prior year, excluding from the calculation for any revenues from
acquisitions completed in that year.

§ Vendor Partnerships and Endorsements. We have built meaningful partnerships with software
providers, including IBM, whose products we use to design and implement solutions for our
clients. These partnerships enable us to reduce our cost of sales and sales cycle times and
increase win rates by leveraging our partners' marketing efforts and endorsements. We also serve
as a sales channel for our partners, helping them market and sell their software products. We are
a Premier IBM business partner, a TeamTIBCO partner, a Microsoft Gold Certified Partner, a
Certified Oracle Partner, and an EMC Documentum Select Services Team Partner.  Our partners
have recognized our partnership with several awards.  Most recently, the Company was honored
with IBM’s Information Management 2007 Most Distinguished Partner (North America) Award
and IBM’s Lotus 2008 Most Distinguished Partner (North America) Award.

§ Geographic Focus. We believe we have built one of the leading independent information
technology consulting firms in the United States. We serve our clients from our network of 18
offices throughout North America. In addition, we have over 500 colleagues who are part of
“national” business units, who travel extensively to serve clients primarily in the United States.
Our future growth plan includes expanding our business throughout the United States through
expansion of our national travel practices, both organically and through acquisition. We believe
our network provides a competitive platform from which to expand nationally.

§ Offshore Capability. We own a CMMI Level 4 certified global development center in Hangzhou,
China that was acquired in September 2007. This facility is staffed with Perficient colleagues
who provide offshore custom application development, quality assurance and testing services.
Additionally, we have a relationship with an offshore development facility in Bitola, Macedonia.
Through this facility we contract with a team of professionals with expertise in IBM, TIBCO and
Microsoft technologies and with specializations that include application development, adapter
and interface development, quality assurance and testing, monitoring and support, product
development, platform migration, and portal development. In addition to our offshore
capabilities, we employ a substantial number of foreign nationals in the United States on H1-B
visas.  Also in 2007, we acquired a recruiting facility in Chennai, India, to continue to grow our
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base of H1-B foreign national colleagues.

 Our Solutions

We help clients gain competitive advantage by using Internet-based technologies to make their businesses more
responsive to market opportunities and threats, strengthen relationships with customers, suppliers and partners,
improve productivity and reduce information technology costs. Our business-driven technology solutions enable these
benefits by developing, integrating, automating and extending business processes, technology infrastructure and
software applications end-to-end within an organization and with key partners, suppliers and customers. This provides
real-time access to critical business applications and information and a scalable, reliable, secure and cost-effective
technology infrastructure that enables clients to:

§ give managers and executives the information they need to make quality business decisions and
dynamically adapt their business processes and systems to respond to client demands, market
opportunities or business problems;

§ improve the quality and lower the cost of customer acquisition and care through Web-based
customer self-service and provisioning;

§ reduce supply chain costs and improve logistics by flexibly and quickly integrating processes
and systems and making relevant real-time information and applications available online to
suppliers, partners and distributors;

§ increase the effectiveness and value of legacy enterprise technology infrastructure investments
by enabling faster application development and deployment, increased flexibility and lower
management costs; and

3
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§ increase employee productivity through better information flow and collaboration capabilities
and by automating routine processes to enable focus on unique problems and opportunities.

Our business-driven technology solutions include the following:

§ Custom applications. We design, develop, implement and integrate custom application solutions
that deliver enterprise-specific functionality to meet the unique requirements and needs of our
clients. Perficient's substantial experience with platforms including J2EE, .Net and open-source -
plus our flexible delivery structure - enables enterprises of all types to leverage cutting-edge
technologies to meet business-driven needs.

§ Enterprise portals and collaboration. We design, develop, implement and integrate secure and
scalable enterprise portals for our clients and their customers, suppliers and partners that include
searchable data systems, collaborative systems for process improvement, transaction processing,
unified and extended reporting and content management and personalization.

§ eCommerce. We design, develop and implement secure and reliable ecommerce infrastructures
that dynamically integrate with back-end systems and complementary applications that provide
for transaction volume scalability and sophisticated content management.

§ Customer relationship management (CRM). We design, develop and implement advanced CRM
solutions that facilitate customer acquisition, service and support, sales, and marketing by
understanding our customers' needs through interviews, facilitated requirements gathering
sessions and call center analysis, developing an iterative, prototype driven solution and
integrating the solution to legacy processes and applications.

§ Enterprise content management (ECM). We design, develop and implement ECM solutions that
enable the management of all unstructured information regardless of file type or format. Our
ECM solutions can facilitate the creation of new content and/or provide easy access and retrieval
of existing digital assets from other enterprise tools such as enterprise resource planning (ERP),
customer relationship management or legacy applications. Perficient's ECM solutions include
Enterprise Imaging and Document Management, Web Content Management, Digital Asset
Management, Enterprise Records Management, Compliance and Control, Business Process
Management and Collaboration and Enterprise Search.

§ Business intelligence. We design, develop and implement business intelligence solutions that
allow companies to interpret and act upon accurate, timely and integrated information. By
classifying, aggregating and correlating data into meaningful business information, business
intelligence solutions help our clients make more informed business decisions. Our business
intelligence solutions allow our clients to transform data into knowledge for quick and effective
decision making and can include information strategy, data warehousing and business analytics
and reporting.

§ Business integration. We design, develop and implement business integration solutions that
allow our clients to integrate all of their business processes end-to-end and across the enterprise.
Truly innovative companies are extending those processes, and eliminating functional friction,
between the enterprise and core customers and partners. Our business integration solutions can
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extend and extract core applications, reduce infrastructure strains and cost, Web-enable legacy
applications, provide real-time insight into business metrics and introduce efficiencies for
customers, suppliers and partners.

§ Mobile technology solutions. We design, develop and implement mobile technology solutions
that deliver wireless capabilities to carriers, Mobile Virtual Network Operators (MVNO), Mobile
Virtual Network Enablers (MVNE), and the enterprise. Perficient's expertise with wireless
technologies such as SIP, MMS, WAP, and GPRS are coupled with our deep expertise in mobile
content delivery. Our secure and scalable solutions can include mobile content delivery systems;
wireless value-added services including SIP, IMS, SMS, MMS and Push-to-Talk; custom
developed applications to pervasive devices including Symbian, WML, J2ME, MIDP, Linux;
and customer care solutions including provisioning, mediation, rating and billing.

§ Technology platform implementations. We design, develop and implement technology platform
implementations that allow our clients to establish a robust, reliable Internet-based infrastructure
for integrated business applications which extend enterprise technology assets to employees,
customers, suppliers and partners. Our Platform Services include application server selection,
architecture planning, installation and configuration, clustering for availability, performance
assessment and issue remediation, security services and technology migrations.
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§ Service oriented architectures and enterprise service bus. We design, develop and implement
service oriented architecture and enterprise service bus solutions that allow our clients to quickly
adapt their business processes to respond to new market opportunities or competitive threats by
taking advantage of business strategies supported by flexible business applications and IT
infrastructures.

We conceive, build and implement these solutions through a comprehensive set of services including business
strategy, user-centered design, systems architecture, custom application development, technology integration, package
implementation and managed services.

 In addition to our business-driven technology solution services, we offer education and mentoring services to our
clients. We operate an IBM-certified advanced training facility in Chicago, Illinois, where we provide our clients both
customized and established curriculum of courses and other education services in areas including object-oriented
analysis and design immersion, J2EE, user experience, and an IBM Course Suite with over 20 distinct courses
covering the IBM WebSphere product suite. We also leverage our education practice and training facility to provide
continuing education and professional development opportunities for our colleagues.

Our Solutions Methodology

Our approach to solutions design and delivery is user-centered, technology-based and business-driven and is:

§ iterative and results oriented;

§ centered around a flexible and repeatable framework;

§ collaborative and customer-centered in that we work with not only our clients but with our
clients' customers in developing our solutions;

§ focused on delivering high value, measurable results; and

§ grounded by industry leading project management.

The eNable Methodology allows for repeatable, high quality services delivery through a unique and proven execution
process map. Our methodology is grounded in a thorough understanding of our clients' overall business strategy and
competitive environment. The eNable Methodology leverages the thought leadership of our senior strategists and
practitioners and focuses on transforming our clients' business processes, applications and technology infrastructure.
The eNable Methodology focuses on business value or return-on-investment, with specific objectives and benchmarks
established at the outset.

Our Strategy

Our goal is to be the premier technology management consulting firm primarily focused on the United States. To
achieve our goal, our strategy is: 

§ Grow Relationships with Existing and New Clients. We intend to continue to solidify and
expand enduring relationships with our existing clients and to develop long-term relationships
with new clients by providing them with solutions that generate a demonstrable, positive
return-on-investment. Our incentive plan rewards our project managers to work in conjunction
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with our sales people to expand the nature and scope of our engagements with existing clients.

§ Continue Making Disciplined Acquisitions. The information technology consulting market is a
fragmented industry and we believe there are a substantial number of smaller privately held
information technology consulting firms that can be acquired and be immediately accretive to
our financial results. We have a track record of successfully identifying, executing and
integrating acquisitions that add strategic value to our business. Our established culture and
infrastructure positions us to successfully integrate each acquired company, while continuing to
offer effective solutions to our clients. Since April 2004, we have acquired and integrated 12
information technology consulting firms, four of which were acquired in 2007. We continue to
actively look for attractive acquisitions that leverage our core expertise and look to expand our
capabilities and geographic presence.

§ Expand Geographic Base. We believe we have built one of the leading independent information
technology consulting firms in the United States. We serve our customers from our network of
18 offices throughout North America. In addition, we have over 500 colleagues who are part of
“national” business units, who travel extensively to serve clients primarily in the United States.
Our future growth plan includes expanding our business throughout the United States through
expansion of our national travel practices, both organically and through acquisition. We believe
our network provides a competitive platform from which to expand nationally.

5

Edgar Filing: PERFICIENT INC - Form 10-K

13



§ Enhance Brand Visibility. Our focus on a core set of business-driven technology solutions,
applications and software platforms and a targeted customer and geographic market has given us
significant market visibility. In addition, we believe we have achieved critical mass in size,
which has significantly enhanced our visibility among prospective clients, employees and
software vendors. As we continue to grow our business, we intend to highlight to customers and
prospective customers our thought leadership in business-driven technology solutions and
infrastructure software technology platforms.  

§ Invest in Our People and Culture. We have developed a culture built on teamwork, a passion for
technology and client service, and a focus on cost control and the bottom line. As a people-based
business, we continue to invest in the development of our professionals and to provide them with
entrepreneurial opportunities and career development and advancement. Our technology,
business consulting and project management ensure that client team best practices are being
developed across the company and our recognition program rewards teams for implementing
those practices. We believe this results in a team of motivated professionals with the ability to
deliver high-quality and high-value services for our clients.

§ Leverage Existing and Pursue New Strategic Alliances. We intend to continue to develop
alliances that complement our core competencies. Our alliance strategy is targeted at leading
business advisory companies and technology providers and allows us to take advantage of
compelling technologies in a mutually beneficial and cost-competitive manner. Many of these
relationships, and in particular IBM, result in our partners, or their clients, utilizing us as the
services firm of choice.

§ Use Offshore Services When Appropriate. Our solutions and services are primarily delivered at
the customer site and require a significant degree of customer participation, interaction and
specialized technology expertise, which we can use lower cost offshore technology professionals
to perform less specialized roles on our solution engagements, enabling us to fully leverage our
United States colleagues while offering our clients a highly competitive blended average rate.
We own a CMMI Level 4 certified global development center in Hangzhou, China that is staffed
with Perficient colleagues who provide offshore custom application development, quality
assurance and testing services and we maintain an arrangement with an offshore development
and delivery firm in Macedonia. In addition to our offshore capabilities, we employ a substantial
number of H1-B foreign nationals in the United States.  In 2007, we acquired a recruiting facility
in Chennai, India, to continue to grow our base of H1-B foreign national colleagues.

Sales and Marketing

As of December 31, 2007, we had a 49 person direct solutions-oriented sales force. Our sales team is experienced and
connected through a common services portfolio, sales process and performance management system. Our sales
process utilizes project pursuit teams that include those of our information technology professionals best suited to
address a particular prospective client's needs. We reward our sales force for developing and maintaining relationships
with our clients and seeking out follow-on engagements as well as leveraging those relationships to forge new ones in
different areas of the business and with our clients' business partners.  More than 90% of our sales are executed by our
direct sales force.

Our target client base includes companies in North America with annual revenues in excess of $500 million. We
believe this market segment can generate the repeat business that is a fundamental part of our growth plan. We pursue
only solutions opportunities where our domain expertise and delivery track record give us a competitive advantage.
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We also typically target engagements of up to $3 million in fees, which we believe to be below the target project
range of most large systems integrators and beyond the delivery capabilities of most local boutiques.

We have sales and marketing partnerships with software vendors including IBM Corporation, TIBCO Software, Inc.,
Microsoft Corporation, ECM Documentum, Oracle-Siebel, BEA, and webMethods, Inc. These companies are key
vendors of open standards based software commonly referred to as middleware application servers, enterprise
application integration platforms, business process management, business activity monitoring and business
intelligence applications and enterprise portal server software. Our direct sales force works in tandem with the sales
and marketing groups of our partners to identify potential new clients and projects. Our partnerships with these
companies enable us to reduce our cost of sales and sales cycle times and increase win rates by leveraging our
partners' marketing efforts and endorsements. In particular, the IBM softwa
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