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PARTI
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained in this annual report that are not purely historical statements discuss future

expectations, contain projections of results of operations or financial condition, or state other forward-looking

information. Those statements are subject to known and unknown risks, uncertainties, and other factors that could

cause the actual results to differ materially from those contemplated by the statements. The “forward-looking”

information is based on various factors and was derived using numerous assumptions. In some cases, you can identify

these so-called forward-looking statements by words like “may,” “will,” “should,” “expects,” “plans,” “anticipates,” “believes,
“estimates,” “predicts,” “potential,” or “continue” or the negative of those words and other comparable words. You should be
aware that those statements only reflect our predictions. Actual events or results may differ substantially. Important

factors that could cause our actual results to be materially different from the forward-looking statements are disclosed

under the heading “Risk Factors” in this annual report.

99 ¢

99 ¢

Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot
guarantee future results, levels of activity, performance, or achievements. We are under no duty to update any of the
forward-looking statements after the date of this annual report to conform such statements to actual results.

All forward-looking statements, express or implied, included in this report and the documents we incorporate by
reference and that are attributable to Perficient, Inc. are expressly qualified in their entirety by this cautionary
statement. This cautionary statement should also be considered in connection with any subsequent written or oral
forward-looking statements that Perficient, Inc. or any persons acting on our behalf may issue.

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. Our solutions include business integration, portals and collaboration, custom applications, technology
platform implementations, customer relationship management, enterprise performance management, enterprise
content management, and business intelligence, among others. Our solutions enable our clients to operate a real-time
enterprise that dynamically adapts business processes and the systems that support them 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 our clients, we have
acquired domain expertise that differentiates our firm. We use project teams that 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
reducing the time and risk associated with designing and implementing technology solutions.

We serve our clients from locations in 20 markets throughout North America by leveraging a sales team that is
experienced and connected through a common service portfolio, sales process, and performance management system.
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Our sales process utilizes project pursuit teams that include those of our information technology colleagues best suited

to address a particular prospective client’s needs. Our primary 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 primarily pursue solutions opportunities where our domain expertise and

delivery track record give us a competitive advantage. We also typically target engagements of up to $5 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 boutique consulting firms.

During 2011, we continued to implement a strategy focused on: expanding our relationships with existing and new
clients; continuing to make disciplined acquisitions by acquiring Exervio Consulting, Inc. (“Exervio”) in April 2011
and JCB Partners, LLC (“JCB”) in July 2011; expanding our technical skill and geographic base by expanding our
business both organically and through acquisitions, with a primary focus on the United States; expanding our brand
visibility among prospective clients, employees, and software vendors; leveraging our offshore capabilities in Canada,
Europe, China, and India; and leveraging our existing and pursuing new strategic alliances by targeting leading
business advisory companies and technology providers.
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Our Solutions

We help clients gain competitive advantage by using technology to make their businesses more responsive to market
opportunities; 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

* 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:

* Business integration and service oriented architectures (SOA). We design, develop, and implement
business integration and SOA 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, core customers, and partners. Our business
integration solutions can 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.

» Enterprise portals and collaboration. We design, develop, implement, and integrate secure and scalable
enterprise portals and collaboration solutions 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, content management, social media/networking tools, and
personalization.

» 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. Our
substantial experience with platforms including J2EE, .Net, and Open-source enables enterprises of all
types to leverage cutting-edge technologies to meet business-driven needs.

* Technology platform implementations. We design, develop, and implement technology platform
implementations that allow our clients to establish a robust, reliable Internet-based infrastructure for



Edgar Filing: PERFICIENT INC - Form 10-K

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.

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

* Enterprise performance management (EPM). We design, develop, and implement EPM 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.

* 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. Our 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.
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* Business intelligence. We design, develop, and implement business intelligence solutions that allow
companies to interpret and act upon accurate, timely, and integrated information. Business intelligence
solutions help our clients make more informed business decisions by classifying, aggregating, and
correlating data into meaningful business information. 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.

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 technology solution services, we offer education and mentoring services to our clients. We conduct
IBM- and Oracle-certified training, where we provide our clients both a customized and established curriculum of
courses and other education services.

Competitive Strengths
We believe our competitive strengths include:

* Domain Expertise. We have acquired significant domain expertise in a core set of technology solutions
and software platforms. These solutions include business integration, portals and collaboration, custom
applications, technology platform implementations, customer relationship management, enterprise
performance management, enterprise content management, and business intelligence, among others.
The platforms in which we have significant domain expertise and on which these solutions are built
include IBM, Oracle and Microsoft, among others.

* Industry Expertise. We serve many of the world’s largest and most respected companies with deep
business process experience across a variety of industries. These industries include healthcare, financial
services and banking, telecommunications, automotive, and energy, among others.

* 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 methodology includes a proven execution process map we developed, which allows
for repeatable, high quality services delivery. The 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. For the years ending December 31, 2011, 2010 and 2009, 81%,
84% and 92%, respectively, of services revenues were derived from clients who continued to utilize our
services from the prior year, excluding any revenues from acquisitions completed in that year.
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* Vendor Relationship and Endorsements. We have built meaningful relationships with software
providers, whose products we use to design and implement solutions for our clients. These relationships
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 an IBM Premier Business Partner, an Oracle
Platinum Partner, a Microsoft Gold Certified Partner and National Systems Integrator, a TeamTIBCO
Partner, and an EMC Consulting Preferred Partner. Our vendors have recognized our relationships with
several awards. In 2011 we were named IBM’s Lotus North America Distinguished Partner, making us
a three-time winner of this award. We also received the IBM Information Management Solution
Excellence Award and the IBM Information Management Business Analytics Solution Provider
Achievement Award.

* Offshore Capability. We serve our clients from locations in 20 markets throughout North America and,
in addition, we operate global development centers in Hangzhou, China and Chennai, India. These
facilities are staffed with colleagues who have specializations that include application development,
adapter and interface development, quality assurance and testing, monitoring and support, product
development, platform migration, and portal development with expertise in IBM, Oracle and Microsoft
technologies. In addition to our offshore capabilities, we employ a number of foreign nationals in the
United States on H1-B visas. The facility in Chennai, India is also a recruiting and development facility
used to continue to grow our base of H1-B foreign national colleagues. As of December 31, 2011, we
had 204 colleagues at the Hangzhou, China facility and 205 colleagues with H1-B visas. We intend to
continue to leverage our existing offshore capabilities to support our growth and provide our clients
flexible options for project delivery.
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Competition

The market for the services we provide is competitive and has low barriers to entry. We believe that our competitors
fall into several categories, including:

* small local consulting firms that operate in no more than one or two geographic regions;
* boutique consulting firms, such as Prolifics and Avanade;

* national consulting firms, such as Accenture, Deloitte Consulting and Sapient;

* in-house professional services organizations of software companies; and

» offshore providers, such as Infosys Technologies Limited and Wipro Limited.

We believe that the principal competitive factors affecting our market include domain expertise, track record and
customer references, quality of proposed solutions, service quality and performance, efficiency, reliability, scalability
and features of the software platforms upon which the solutions are based, and the ability to implement solutions
quickly and respond on a timely basis to customer needs. In addition, because of the relatively low barriers to entry
into this market, we expect to face additional competition from new entrants. We expect competition from offshore
outsourcing and development companies to continue.

Some of our competitors have longer operating histories, larger client bases, and greater name recognition; and
possess significantly greater financial, technical, and marketing resources than we do. As a result, these competitors
may be able to attract customers to which we market our services and adapt more quickly to new technologies or
evolving customer or industry requirements.

Clients

During the year ended December 31, 2011, we provided services to 597 customers. No one customer provided more
than 10% of our total revenues for the years ended 2011, 2010 or 2009.

Employees

As of December 31, 2011, we had 1,484 colleagues, 1,240 of which were billable (excludes 171 billable
subcontractors) and 244 which were involved in sales, administration, and marketing. None of our colleagues are
represented by a collective bargaining agreement and we have never experienced a strike or similar work stoppage.
We are committed to the continued development of our colleagues.

Sales and Marketing. As of December 31, 2011, we had a 57 person direct solutions-oriented sales force. We reward
our sales force for developing and maintaining relationships with our clients and seeking out follow-up engagements
as well as leveraging those relationships to forge new relationships in different areas of the business and with our
clients’ business partners. Approximately 85% of our sales are executed by our direct sales force. In addition to our
direct sales team, we also have 28 dedicated sales support employees, 19 general managers and three vice-presidents
who are engaged in the sales and marketing efforts.

We have sales and marketing partnerships with software vendors including IBM, Oracle and Microsoft, among others.
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
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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.

Recruiting. We are dedicated to hiring, developing, and retaining experienced, motivated technology professionals
who combine a depth of understanding of current Internet and legacy technologies with the ability to implement
complex and cutting-edge solutions.

Our recruiting efforts are an important element of our continuing operations and future growth. We generally target
technology professionals with extensive experience and demonstrated expertise. To attract technology professionals
we use a broad range of sources including on-staff recruiters, outside recruiting firms, internal referrals, other

’

technology companies and technical associations, and the Internet. After initially identifying qualified candidates, we

conduct an extensive screening and interview process.

11
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Retention. We believe that our focus on a core set of business-driven technology solutions, applications, and software
platforms and our commitment to career development through continued training and advancement opportunities
makes us an attractive career choice for experienced professionals. Because our strategic partners are established and
emerging market leaders, our technology colleagues have an opportunity to work with cutting-edge information
technology. We foster professional development by training our technology colleagues in the skills critical to
successful consulting engagements such as implementation methodology and project management. We believe in
promoting from within whenever possible. In addition to an annual review process that identifies near-term and
longer-term career goals, we make a professional development plan available to assist our colleagues with assessing
their skills and developing a detailed action plan for guiding their career development.

Training. To ensure continued development of our technical staff, we place a priority on training. We offer extensive
training for our colleagues around industry-leading technologies. We utilize our education practice to provide
continuing education and professional development opportunities for our colleagues.

Compensation. Our employees have a compensation model that includes base salary and an incentive compensation
component. Our tiered incentive compensation plans help us reach our overall goals by rewarding individuals for their
influence on key performance factors. Key performance metrics include client satisfaction, revenues generated,
utilization, profit, and personal skills growth. Senior level employees are eligible to receive restricted stock awards,
which generally vest ratably over a minimum three year period.

Company Wide Practice (CWP) Leaders. Our CWP leadership performs a critical role in maintaining our technology

leadership. Consisting of key employees from several practice areas, the CWP leadership assesses new technologies,

partnership opportunities, and serves as lead internal subject matter experts for their respective domain. The CWP

leaders also coordinate thought leadership activities, including white paper authorship and publication and speaking

engagements by our colleagues. Finally, the CWP team identifies services opportunities between and among our

strategic partners’ products, oversees our quality assurance programs, and assists in acquisition-related technology due
diligence.

Culture

The Perficient Promise. We have developed the “Perficient Promise,” which consists of the following six simple
commitments our colleagues make to each other:

* we believe in long-term client and vendor relationships built on investment in innovative solutions,
delivering more value than the competition, and a commitment to excellence;

» we believe in growth and profitability and building meaningful scale;

* we believe each of us is ultimately responsible for our own career development and has a commitment to
mentor others;

» we believe that Perficient has an obligation to invest in our consultants’ training and education;

» we believe the best career development comes on the job; and

* we love challenging new work opportunities.

We take these commitments seriously because we believe that we can succeed only if the Perficient Promise is kept.
General Information

Our stock is traded on The Nasdaq Global Select Market under the symbol “PRFT.” Our website can be visited at
www.perficient.com. We make available free of charge through our website our annual reports on Form 10-K,
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quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (“Exchange Act”) as soon as reasonably
practicable after we electronically file such material, or furnish it to, the Securities and Exchange Commission. The
information contained or incorporated in our website is not part of this document.

Item 1A. Risk Factors.

You should carefully consider the following risk factors together with the other information contained in or
incorporated by reference into this annual report before you decide to buy our common stock. If any of these risks
actually occur, our business, financial condition, operating results, or cash flows could be materially and adversely
affected. This could cause the trading price of our common stock to decline and you may lose part or all of your
investment.

13
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Risks Related to Our Business

Our results of operations could be adversely affected by volatile, negative or uncertain economic conditions and the
effects of these conditions on our clients’ businesses and levels of business activity.

Our results of operations are affected by the levels of business activities of our clients, which can be affected by
economic conditions in the United States and worldwide. Volatile, negative or uncertain economic conditions in our
significant markets could undermine business confidence, both in those markets and other markets and cause our
clients to reduce or defer their spending on new technologies or initiatives or terminate existing contracts, which
would negatively affect our business. Growth in markets we serve could be at a slow rate, or could stagnate, for an
extended period of time. Differing economic conditions and patterns of economic growth and contraction in the
geographical regions in which we operate and the industries we serve may affect demand for our services. A material
portion of our revenues and profitability is derived from our clients in North America. Weakening in this market as a
result of high government deficits, credit downgrades or otherwise, could have a material adverse effect on our results
of operations. Ongoing economic volatility and uncertainty affects our business in a number of other ways, including
making it more difficult to accurately forecast client demand beyond the short term and effectively build our revenue
and resource plans, particularly in consulting. This could result, for example, in us not having the level of appropriate
personnel where they are needed, and could have a significant negative impact on our results of operations.

A significant portion of our revenue is dependent upon building long-term relationships with our clients and our
operating results could suffer if we fail to maintain these relationships.

Our professional services agreements with clients are, in most cases, terminable on 10 to 30 days’ notice. A client may
choose at any time to use another consulting firm, choose to perform services we provide through their own internal
resources, choose not to retain us for additional stages of a project that involves multiple stages, or try to renegotiate
the terms of its contract or cancel or delay additional planned work. Terminations, cancellations, or delays could
result from factors that are beyond our control and unrelated to our work product or the progress of the project,
including the business or financial conditions of the client, changes in ownership or management at our clients, and
changes in client strategies, the economy, or markets generally. When contracts are terminated, we lose the anticipated
revenues and might not be able to replace, or it may take significant time to replace, the lost revenue with other work
or eliminated associated costs. Consequently, our results of operations in subsequent periods could be materially
lower than expected. Additionally, termination of a relationship with a significant client or with a group of clients that
account for a significant portion of our revenues could adversely affect our revenues and results of operations.

We may not be able to attract and retain information technology consulting professionals, which could affect our
ability to compete effectively.

Our success depends, in large part, upon our ability to attract, train, retain, motivate, manage, and effectively utilize
highly skilled information technology consulting professionals. There is often considerable competition for qualified
personnel in the information technology services industry. Additionally, our technology colleagues are primarily
at-will employees. We also use independent subcontractors where appropriate to supplement our employee capacity.
Failure to retain highly skilled technology professionals or hire qualified independent subcontractors would impair our
ability to adequately manage staff and implement our existing projects and to bid for or obtain new projects, which in
turn would adversely affect our operating results.

Our success depends on attracting and retaining senior management and key personnel.

14
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The information technology services industry is highly specialized and the competition for qualified management and
key personnel is intense. We believe that our success depends on retaining our senior management team and key
technical and business consulting personnel. Retention is particularly important in our business as personal
relationships are a critical element of obtaining and maintaining strong relationships with our clients. In addition, as
we grow our business, our need for senior experienced management and implementation personnel increases. If a
significant number of these individuals resign, or if we are unable to attract top talent, our level of management,
technical, marketing, and sales expertise could diminish or otherwise be insufficient for our growth. We may be
unable to achieve our revenues and operating performance objectives unless we can attract and retain technically
qualified and highly skilled sales, technical, business consulting, marketing, and management personnel. These
individuals would be difficult to replace, and losing them could seriously harm our business.

The market for the information technology consulting services we provide is competitive, has low barriers to entry,
and is becoming increasingly consolidated, which may adversely affect our market position.

The market for the information technology consulting services we provide is competitive, rapidly evolving, and
subject to rapid technological change. In addition, there are relatively low barriers to entry into this market and
therefore new entrants may compete with us in the future. For example, due to the rapid changes and volatility in our
market, many well-capitalized companies, including some of our partners, that have focused on sectors of the software
and services industry that are not competitive with our business may refocus their activities and deploy their resources
to be competitive with us.
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A significant amount of information technology services are being provided by lower-cost non-domestic resources.
The increased utilization of these resources for U.S.-based projects could result in lower revenues and margins for
U.S.-based information technology companies. Our ability to compete utilizing higher-cost domestic resources and/or
our ability to procure comparably priced offshore resources could adversely impact our results of operations and
financial condition.

Our future financial performance will depend, in large part, on our ability to establish and maintain an advantageous
market position. We currently compete with regional and national information technology consulting firms and, to a
limited extent, offshore service providers and in-house information technology departments. Many of the larger
regional and national information technology consulting firms have substantially longer operating histories, more
established reputations and potential vendor relationships, greater financial resources, sales and marketing
organizations, market penetration, and research and development capabilities, as well as broader product offerings,
greater market presence, and name recognition. We may face increasing competitive pressures from these competitors.
This may place us at a disadvantage to our competitors, which may harm our ability to grow, maintain revenues, or
generate net income.

In recent years, there has been consolidation in our industry and we expect that there will be additional consolidation
in the future. As a result of this consolidation, we expect that we will increasingly compete with larger firms that have
broader product offerings and greater financial resources than we have. We believe that this competition could have a
negative effect on our marketing, distribution and reselling relationships, pricing of services and products, and our
product development budget and capabilities. One or more of our competitors may develop and implement
methodologies that result in superior productivity and price reductions without adversely affecting their profit
margins. In addition, competitors may win client engagements by significantly discounting their services in exchange
for a client’s promise to purchase other goods and services from the competitor, either concurrently or in the future.
These activities may potentially force us to lower our prices and suffer reduced operating margins. Any of these
negative effects could significantly impair our results of operations and financial condition. We may not be able to
compete successfully against new or existing competitors.

We could have liability or our reputation could be damaged if we do not protect client data or information systems or
if our information systems are breached.

We are dependent on information technology networks and systems to process, transmit, and store electronic
information and to communicate among our locations and with our partners and clients. Security breaches of this
infrastructure could lead to shutdowns or disruptions of our systems and potential unauthorized disclosure of
confidential information. We are also required at times to manage, utilize, and store sensitive or confidential client or
employee data. As a result, we are subject to numerous U.S. and foreign jurisdiction laws and regulations designed to
protect this information, such as various U.S. federal and state laws governing the protection of individually
identifiable information. If any person, including any of our employees, negligently disregards or intentionally
breaches our established controls with respect to such data or otherwise mismanages or misappropriates that data, we
could be subject to monetary damages, fines, and/or criminal prosecution. Unauthorized disclosure of sensitive or
confidential client or employee data, whether through systems failure, employee negligence, fraud or misappropriation
could damage our reputation and cause us to lose clients. Similarly, unauthorized access to or through our information
systems or those we develop for our clients, whether by our employees or third parties, could result in negative
publicity, legal liability, and damage to our reputation.

International operations subject us to additional political and economic risks that could have an adverse impact on our
business.
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We maintain a global development center in Hangzhou, China and a technology consulting recruiting and
development facility in Chennai, India. We are subject to certain risks related to expanding our presence into non-U.S.
regions, including risks related to complying with a wide variety of national and local laws, restrictions on the import
and export of certain technologies, and multiple and possibly overlapping tax structures. In addition, we may face
competition from companies that may have more experience with operations in such countries or with international
operations generally. We may also face difficulties integrating new facilities in different countries into our existing
operations, as well as integrating employees that we hire in different countries into our existing corporate culture.

Furthermore, there are risks inherent in operating in and expanding into non-U.S. regions, including, but not limited
to:

* political and economic instability;

* global health conditions and potential natural disasters;

 unexpected changes in regulatory requirements;

* international currency controls and exchange rate fluctuations;

* reduced protection for intellectual property rights in some countries; and

* additional vulnerability from terrorist groups targeting American interests abroad.

Any one or more of the factors set forth above could have a material adverse effect on our international operations
and, consequently, on our business, financial condition, and operating results.
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Immigration restrictions related to H1-B visas could hinder our growth and adversely affect our business, financial
condition and results of operations.

Approximately 16% of our billable workforce is comprised of skilled foreign nationals holding H1-B visas. We also
own a recruiting and development facility in Chennai, India to continue to grow our base of H1-B foreign national
colleagues. The H1-B visa classification enables us to hire qualified foreign workers in positions that require the
equivalent of at least a bachelor’s degree in the U.S. in a specialty occupation such as technology systems engineering
and analysis. The H1-B visa generally permits an individual to work and live in the U.S. for a period of three to six
years, with some extensions available. The number of new H1-B petitions approved in any federal fiscal year is
limited, making the H1-B visas necessary to bring foreign employees to the U.S. unobtainable in years in which the
limit is reached. If we are unable to obtain all of the H1-B visas for which we apply, our growth may be hindered.

Our results of operations could materially suffer if we are not able to obtain favorable pricing.

If we are not able to obtain favorable pricing for our services, our revenues and profitability could materially suffer.
The rates we are able to charge for our services are affected by a number of factors, including:

* general economic and political conditions;

* our ability to differentiate, and/or clearly convey the value of, our services;

* the pricing practices of our competitors, including the aggressive use by our competitors of offshore
resources to provide lower-cost service delivery capabilities, or the introduction of new services or
products by our competitors;

e our clients’ desire to reduce their costs;

* our ability to charge higher prices where market demand or the value of our services justifies it;

* our ability to accurately estimate, attain, and sustain contract revenues, margins, and cash flows over long
contract periods; and

» procurement practices of clients and their use of third-party advisors.

If our negotiated fees do not accurately anticipate the cost and complexity of performing our work, then our contracts
could be unprofitable.

We negotiate fees with our clients utilizing a range of pricing structures and conditions, including time and materials
and fixed fee contracts. Our fees are highly dependent on our internal forecasts and predictions about our projects and
the marketplace, which might be based on limited data and could turn out to be inaccurate. If we do not accurately
estimate the costs and timing for completing projects, our contracts could prove unprofitable for us or yield lower
profit margins than anticipated. We could face greater risk when negotiating fees for our contracts that involve the
coordination of operations and workforces in multiple locations and/or utilizing workforces with different skillsets and
competencies. There is a risk that we will underprice our contracts, fail to accurately estimate the costs of performing
the work, or fail to accurately assess the risks associated with potential contracts. In particular, any increased or
unexpected costs, delays or failures to achieve anticipated cost savings, or unexpected risks we encounter in
connection with the performance of this work, including those caused by factors outside our control, could make these
contracts less profitable or unprofitable, which could have an adverse effect on our profit margin.

We may face potential liability to customers if our customers’ systems fail.

Our technology solutions are often critical to the operation of our customers’ businesses and provide benefits that may
be difficult to quantify. If one of our customers’ systems fails, the customer could make a claim for substantial
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damages against us, regardless of our responsibility for that failure. The limitations of liability set forth in our
contracts may not be enforceable in all instances and may not otherwise protect us from liability for damages. Our
insurance coverage may not continue to be available on reasonable terms or in sufficient amounts to cover one or
more large claims. In addition, a given insurer might disclaim coverage as to any future claims. Due to the nature of
our business, it is possible that we will be sued in the future. If we experience one or more large claims against us that
exceed available insurance coverage or result in changes in our insurance policies, including premium increases, the
imposition of large deductible, or co-insurance requirements, our business and financial results could suffer.
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Our results of operations and ability to grow could be materially negatively affected if we cannot adapt and expand
our services and solutions in response to ongoing changes in technology and offerings by new entrants.

Our success depends on our ability to continue to develop and implement services and solutions that anticipate and
respond to rapid and continuing changes in technology and industry developments and offerings by new entrants to
serve the evolving needs of our clients. Current areas of significant change include mobility, cloud-based computing
and the processing and analyzing of large amounts of data. Technological developments such as these may materially
affect the cost and use of technology by our clients. Our growth strategy focuses on responding to these types of
developments by driving innovation for our core business as well as through new business initiatives beyond our core
business that will enable us to differentiate our services and solutions. If we do not sufficiently invest in new
technology and industry developments, or if we do not make the right strategic investments to respond to these
developments and successfully drive innovation, our services and solutions, our results of operations, and our ability
to develop and maintain a competitive advantage and continue to grow could be negatively affected.

In addition, we operate in a quickly evolving environment, in which there currently are, and we expect will continue
to be, new technology entrants. New services or technologies offered by competitors or new entrants may make our
offerings less differentiated or less competitive, when compared to other alternatives, which may adversely affect our
results of operations.

Our services may infringe upon the intellectual property rights of others.

We cannot be sure that our services do not infringe on the intellectual property rights of third parties, and we may
have infringement claims asserted against us. These claims may harm our reputation, cause our management to
expend significant time in connection with any defense, and cost us money. We may be required to indemnify clients
for any expense or liabilities they incur resulting from claimed infringement and these expenses could exceed the
amounts paid to us by the client for services we have performed. Any claims in this area, even if won by us, can be
costly, time-consuming, and harmful to our reputation.

We have only a limited ability to protect our intellectual property rights, which are important to our success.

Our success depends, in part, upon our ability to protect our proprietary methodologies and other intellectual property.
Existing laws of some countries in which we provide services or solutions might offer only limited protection of our
intellectual property rights. We rely upon a combination of trade secrets, confidentiality policies, nondisclosure, and
other contractual arrangements to protect our intellectual property rights. The steps we take in this regard might not be
adequate to prevent or deter infringement or other misappropriation of our intellectual property, and we might not be
able to detect unauthorized use of, or take appropriate and timely steps to enforce, our intellectual property rights.

Depending on the circumstances, we might need to grant a specific client greater rights in intellectual property
developed in connection with a contract than we otherwise generally do. In certain situations, we might forego all
rights to the use of intellectual property we help create, which would limit our ability to reuse that intellectual property
for other clients. Any limitation on our ability to provide a service or solution could cause us to lose
revenue-generating opportunities and require us to incur additional expenses to develop new or modified solutions for
future projects.

Our ability to attract and retain business may depend on our reputation in the marketplace.
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Our services are marketed to clients and prospective clients based on a number of factors. Our corporate reputation is
a significant factor in our clients’ evaluation of whether to engage our services. We believe the Perficient brand name
and our reputation are important corporate assets that help distinguish our services from those of our competitors and
also contribute to our efforts to recruit and retain talented employees. However, our corporate reputation is potentially
susceptible to material damage by events such as disputes with clients, information technology security breaches or
service outages, or other delivery failures. Similarly, our reputation could be damaged by actions or statements of
current or former clients, competitors, vendors, as well as members of the investment community and the media.
There is a risk that negative information could adversely affect our business. Damage to our reputation could be
difficult and time-consuming to repair, could make potential or existing clients reluctant to select us for new
engagements, resulting in a loss of business, and could adversely affect our efforts with regard to the recruitment and
retention of employees and subcontractors. Damage to our reputation could also reduce the value and effectiveness of
the Perficient brand name and could reduce investor confidence in us, materially adversely affecting our share price.

The loss of one or more of our significant software vendors would have a material and adverse effect on our business
and results of operations.

Our business relationships with software vendors enable us to reduce our cost of sales and increase win rates through
leveraging our vendors’ marketing efforts and strong vendor endorsements. The loss of one or more of these
relationships and endorsements could increase our sales and marketing costs, lead to longer sales cycles, harm our
reputation and brand recognition, reduce our revenues, and adversely affect our results of operations.
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Pursuing and completing potential acquisitions could divert management's attention and financial resources and may
not produce the desired business results.

If we pursue any acquisition, our management could spend a significant amount of time and financial resources to
pursue the potential acquisition. To pay for an acquisition, we might use capital stock, cash, or a combination of both.
Alternatively, we may borrow money from a bank or other lender. If we use capital stock, our stockholders will
experience dilution. If we use cash or debt financing, our financial liquidity may be reduced and the interest on any
debt financing could adversely affect our results of operations. From an accounting perspective, an acquisition that
does not perform as well as originally anticipated may involve amortization or the impairment of significant amounts
of intangible assets that could adversely affect our results of operations.

Despite the investment of these management and financial resources, and completion of due diligence with respect to
these efforts, an acquisition may not produce the anticipated revenues, earnings, or business synergies for a variety of
reasons, including:

* the failure of management and acquired services personnel to perform as expected;

* the acquisition of fixed fee customer agreements that require more effort than anticipated to complete;

* the risks of entering markets in which we have no, or limited, prior experience, including offshore
operations in countries in which we have no prior experience;

* the failure to identify or adequately assess any undisclosed or potential liabilities or problems of the
acquired business including legal liabilities;

* the failure of the acquired business to achieve the forecasts we used to determine the purchase price; or

* the potential loss of key personnel of the acquired business.

These difficulties could disrupt our ongoing business, distract our management and colleagues, increase our expenses,
and materially and adversely affect our results of operations.

We may not be successful at identifying, acquiring, or integrating other businesses.

We have continued our disciplined acquisition strategy designed to enhance our capabilities, expand in emerging
markets or develop new services and solutions. We may not successfully identify suitable acquisition candidates,
succeed in completing targeted transactions, or achieve desired results of operations. Furthermore, we face risks in
successfully integrating any businesses we acquire. We might need to dedicate additional management and other
resources, and our organizational structure could make it difficult for us to efficiently integrate acquired businesses
into our ongoing operations and assimilate employees of those businesses into our culture and operations.
Accordingly, we might fail to realize the expected benefits or strategic objectives of any acquisition we make. We
might not achieve our expected return on investment, or may lose money. If we are unable to complete the number
and kind of acquisitions for which we plan, or if we are inefficient or unsuccessful at integrating any acquired
businesses into our operations, we may not be able to achieve our planned rates of growth or improve our market
share, profitability, or competitive position in specific markets or services.

Our profitability could suffer if we are not able to control our costs.

Our ability to control our costs and improve our efficiency affects our profitability. Since the continuation of pricing
pressures could result in permanent changes in pricing policies and delivery capabilities, we must continuously
improve our management of costs. Our short-term cost reduction initiatives, which focus primarily on reducing

variable costs, might not be sufficient to deal with all pressures on our pricing. Our long-term cost-reduction
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initiatives, which focus on reductions in costs for service delivery and infrastructure, rely upon our successful
introduction and coordination of multiple geographic and competency workforces and a growing focus on our
offshore capabilities. As we increase the number of our colleagues and execute our strategies for growth, we might not
be able to manage significantly larger and more diverse workforces, control our costs or improve our efficiency, and
our profitability could be negatively affected.

Many of our contracts include performance payments that link some of our fees to the attainment of performance or
business targets. This could increase the variability of our revenues and margins.

Many of our contracts include performance clauses that require us to achieve agreed-upon performance standards or
milestones. If we fail to satisfy these measures, it could reduce our fees under the contracts, increase the cost to us of
meeting performance standards or milestones, delay expected payments or subject us to potential damage claims
under the contract terms. These provisions could increase the variability in revenues and margins earned on those
contracts.

10
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Changes in our level of taxes, and tax audits, investigations and proceedings could have a material adverse effect on
our results of operations and financial condition.

We are subject to income taxes in numerous jurisdictions. We calculate and provide for income taxes in each tax
jurisdiction in which we operate. Tax accounting often involves complex matters and judgment is required in
determining our corporate provision for income taxes and other tax liabilities. We are subject to ongoing tax audits in
various jurisdictions. Tax authorities may disagree with our judgments. We regularly assess the likely outcomes of
these audits in order to determine the appropriateness of our tax liabilities. However, our judgments might not be
sustained as a result of these audits, and the amounts ultimately paid could be different from the amounts previously
recorded. In addition, our effective tax rate in the future could be adversely affected by changes in the mix of earnings
in countries with differing statutory tax rates, changes in the valuation of deferred tax assets and liabilities, and
changes in tax laws. Furthermore, changes in tax laws, treaties, or regulations, or their interpretation or enforcement,
may be unpredictable and could materially adversely affect our tax position. Any of these occurrences could have a
material adverse effect on our results of operations and financial condition.

If we do not effectively manage expected future growth, our results of operations and cash flows could be adversely
affected.

Our ability to operate profitably with positive cash flows depends partially on how effectively we manage our
expected future growth. In order to create the additional capacity necessary to accommodate an increase in demand for
our services, we may need to implement new or upgraded operational and financial systems, procedures and controls,
open new offices, and hire additional colleagues. Implementation of these new or upgraded systems, procedures, and
controls may require substantial management efforts and our efforts to do so may not be successful. The opening of
new offices (including international locations) or the hiring of additional colleagues may result in idle or underutilized
capacity. We continually assess the expected capacity and utilization of our offices and colleagues. We may not be
able to achieve or maintain optimal utilization of our offices and colleagues. If demand for our services does not meet
our expectations, our revenues and cash flows may not be sufficient to offset these expenses and our results of
operations and cash flows could be adversely affected.

If we are unable to collect our receivables or unbilled services, our results of operations, financial condition, and cash
flows could be adversely affected.

Our business depends on our ability to successfully obtain payment from our clients of the amounts they owe us for
work performed. We evaluate the financial condition of our clients and usually bill and collect on relatively short
cycles. In limited circumstances, we also extend financing to our clients. We maintain allowances against receivables
and unbilled services. Actual losses on client balances could differ from those that we currently anticipate and as a
result we might need to adjust our allowances. There is no guarantee that we will accurately assess the
creditworthiness of our clients. Macroeconomic conditions could also result in financial difficulties for our clients, and
as a result could cause clients to delay payments to us, request modifications to their payment arrangements that could
increase our receivables balance, or default on their payment obligations to us. Recovery of client financing and
timely collection of client balances also depends on our ability to complete our contractual commitments and bill and
collect our contracted revenues. If we are unable to meet our contractual requirements, we might experience delays in
collection of and/or be unable to collect our client balances, and if this occurs, our results of operations, financial
condition, and cash flows could be adversely affected. In addition, if we experience an increase in the time to bill and
collect for our services, our cash flows could be adversely affected.

Our quarterly operating results may be volatile and may cause our stock price to fluctuate.
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Our quarterly revenues, expenses, and operating results have varied in the past and could vary in the future, which
could lead to volatility in our stock price. In addition, many factors affecting our operating results are outside of our
control, such as:

¢ demand for software and services;

* customer budget cycles;

* changes in our customers’ desire for our partners’ products and our services;

* pricing changes in our industry; and

» government regulation and legal developments regarding the use of the Internet.

As aresult, if we experience unanticipated changes in the number or nature of our projects or in our employee
utilization rates, we could experience large variations in quarterly operating results.

11
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Our revenues may fluctuate quarterly due to seasonality or timing of completion of projects.

We may experience seasonal fluctuations in our services and software revenues. We expect that services revenues in
the fourth quarter of a given year may typically be lower as there are fewer billable days as a result of vacations and
holidays. Our software revenues may be higher in the fourth quarter of a given year as procurement policies of our
clients may result in higher technology spending towards the end of budget cycles. While we seek to counterbalance
periodic fluctuations in revenues, we may not be able to avoid declines in services revenues or increases in software
revenues. Our inability to counterbalance these seasonal trends may materially affect our quarter-to-quarter revenues,
margins and operating results.

Our services gross margins are subject to fluctuations as a result of variances in utilization and billing rates.

Our services gross margins are affected by trends in the utilization rate of our colleagues, defined as the percentage of

our colleagues’ time billed to customers divided by the total available hours in a period, and in the billing rates we
charge our clients. Our operating expenses, including salary, rent, and administrative expenses, are relatively fixed and

cannot be reduced on short notice to compensate for unanticipated variations in the number or size of projects in

process. If a project ends earlier than scheduled, we may need to redeploy our project personnel. Any resulting

non-billable time may adversely affect our gross margins.

The average billing rates for our services may decline due to rate pressures from significant customers and other
market factors, including innovations and average billing rates charged by our competitors. If there is a sustained
downturn in the U.S. economy or in the information technology services industry, rate pressure may increase. Also,
our average billing rates will decline if we acquire companies with lower average billing rates than ours. To sell our
products and services at higher prices, we must continue to develop and introduce new services and products that
incorporate new technologies or high-performance features. If we experience pricing pressures or fail to develop new
services, our revenues and gross margins could decline, which could harm our business, financial condition, and
results of operations.

We may not be able to maintain profitability.

Although we have been profitable for the past eight years, we may not be able to sustain or increase profitability on a
quarterly or annual basis in the future and in fact could experience decreased profitability. If we fail to meet public
market analysts’ and investors’ expectations, the price of our common stock will likely fall.

Risks Related to Ownership of Our Common Stock
Our stock price has been volatile and may continue to fluctuate widely.

Our common stock is traded on The Nasdaq Global Select Market under the symbol “PRFT.” Our common stock price
has been volatile and may continue to fluctuate widely as a result of announcements of new services and products by
us or our competitors, quarterly variations in operating results, the gain or loss of significant customers, and changes
in public market analysts’ estimates and market conditions for information technology consulting firms and other
technology stocks in general.

We periodically review and consider possible acquisitions of companies that we believe will contribute to our

long-term objectives. In addition, depending on market conditions, liquidity requirements, and other factors, 