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atqublition ol .oncord oteet, 4 leading provider OF counterweights and structural welaments, we redeployed the Lompany s assets and ook our
first steps toward our goal of transforming the one-time software company into a global, industrial manufacturing business. As we enter into 2007,
we are pleased with our initial progress and momentum and locok forward to an exciting year of growth.

Established in 1928, Concord Steel possesses many characteristics that the management of Net Perceptions believes positions it well
for sustained growth in the future. From a macroeconomic perspective, Concord primarily sells to customers who ultimately serve the industrial
and construction end markets. We currently believe that these end markets are well positioned for continued growth. The Company utilizes a
competitive material procurement strategy and is also geographically located close to its customers. In addition, we believe it is well positioned
with those customers and even provides just-in-time delivery for several of them. We believe Concord Steel is also subject to relatively little global
competition. This is due largely to the high cost of shipping large steel products from overseas. Also important is the pricing competitiveness of
the Company, achieved largely through manufacturing and logistics efficiencies, which offset potential labor-cost advantages that may be held by
overseas competitors.

Driven by continued strengthin theindustrial
and commercial construction end markets, sales grew 34%
from approximately $64 million in 2005 to over $85 million
in 2006". Gross profit margins improved by approximately 390 basis points
from 16.6% in 2005 to 20.5% in 2006, primarily driven by higher volume absorption
over the fixed cost base. Operating expenses increased from approximately $2.8
million in 2005 to $14.1 million in 2006 driven primarily by one-time cash and
non-cash items, as well as ongoing expenses related to the operation of Concord
Steel. Net income decreased from $7.2 million in 2005 to a oss of $1.2 million in

2006, resulting primarily from one-time cash and non-cash items,

In taking our first steps forward and building
the foundation of the new Net Perceptions, there were
several areas that we believed required our immediate focus:
« Building a world-class team that can execute the future organic and
acquisition based growth and operational-improvement strategjes of
Net Perceptions and our operating businesses;

+ Assessing operational-improvement opportunities in our existing business
and putting in place initiatives to address such improvements; and

+ Developing an approach for growing the business both through
acquisitions as well as organically.

“For the purpose of comparisens, 2006 financials combine predecessor company results with Net Pesceptions results,
and 2005 Ainancial numbers only reflect the Predecessor Company.
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along two dimensions. First, taking a look at what we want Net
Perceptions to be in the future, and creating an acquisition focus that
supports that direction. And second, we are focusing on organic growth
and customer diversification initiatives at Concord Steel.

Net Perceptions

Our growth strategy is to become a global, diversified industrial manufacturer of engineered components and products through
a combination of acquisitions and organic growth. Our acquisition efforts continue to target firms that are well positioned within their end market,
have defensible products and possess the ability to grow and improve their operational performance. To date, we have analyzed and evaluated aver 40
companies ranging across a number of different industries and end markets. Companies we have reviewed and considered have ranged in £BITDA from
approximately $5 million to $40 million. We believe that our approximare $125 million of net operating loss carry forwards (NOLs) continue to provide us
with an advantage in price paid for an acquisition and return on that investment, versus a company that does not have such a tax benefit. We will remain
disciplined and continue to search for accretive transactions that meet our required return on invested capiral.

Concord Steel

While we will opportunistically consider complementary acquisitions for the Concord Stee! business, our primary focus is on driving
organic growth and customer-base diversification. To that end, we believe thar the new Pennsyivania production facility, near Philadelphia, will help us in
terms of adding capacity and locating us in close proximity to a new customer base. To further support our growth objectives, Concord Steel is working
on injtiatives to strengthen its marketing and sales efforts nationally. One such initiative is the current search for a National Sales and Marketing leader.
On the international sales front, we are optimistic that growth opportunities exist and we are in the preliminary stages of investigating the size, scope and
economics of opportunities in Asia and Europe.

In n_Om_3® we have begun a significant number of important initiatives within a very shart timeframe. This progress is helping
to build a solid foundation for Net Perceptions and its future growth. We are excited for what the future brings for Net Perceptions and we are further
committed to creating long-term value for our stockholders.

{am deeply grateful for the efforts of both the Net Perceptions and Concord Steel teams in making this
—.._m_uﬁms SO ﬂc.mn _A_u\ and mmnmnn_<m_<. 1 would also like to express Net Perception’s gratitude to our stockholders for their continued support.

Sincerely,

it (O (D

Albert W. Weggeman, Jr.

President and Chief Executive Officer




AHIHE A e - .

o

EERTERRITIRELER R ERAREA

!’H““““‘.“"i" L ——

e L "ﬁ mmw




GROW TH




e Q00T Lo sl 1}moom

. ¥IHLO%LZ W | ST YIBLO. %9

. ¥OLYAIIF %EL o | Q1M 8 NOVLS %L _.
_ . SINVED %GL . AMNSOIONT XOg %3L W
SWHOH LY YYOM VIIY %/ I S L S AND 311408 %69 W

900

NI L DOMNAdOadd

+900¢

HIANOLSMD JdO SSV 1D

"ATNO SLINSIH YOSSIDIANYY (g "T4$ 40 LNVHO HDOLS ALYYVY GILVIII SIANIIN| y  "BOSSADIATHY HLIM SLINSTY QINIBWOD) ¢

— — @ (PO0S) JUVHS ¥3¢ SONINYV]
(6LL) 0 TLS o (T15) IWODN| 13N
(vvL) © €V @ V1s MOT4 HSVD) DNILLVYIIQO
(£:55) ©06Ls 0w TS 11303 ONILVYAIO

geot € 8TS @ LPLS SISNIJXF DONILVHIAD
5P @ LOLS LS NIDYVA SSOUD
LEE OLALD o £58$ SIVS LIN

(SLNNOWY JUYHS ¥3d 1d3IXT 'SHYT100 SN 40 SNOITTIW NI
mxu MOON @OON S1HDIMMHDIH "TVIONYNIA




LEADERSHIP: A KEY TO SUCCESS

Originally established in 1996 as a developer
of marketing software solutions, Net Perceptions has
undergone a transformation since April of 2004, when a
significant investment was made in the Company by an
affiliate of Kanders & ﬁogﬁm3<. {NC. Today, with Warren B. Kanders
as our non-executive Chairman, Net Perceptions has embarked upon a strategy
to becomeaglobalindustrial manufacturing company through both acquisitions
and organic growth.

A key 1o our success will be the guidance of our Company
leadership. Mr. Kanders is closely involved in all aspects of the Company's
strategy, acquisitions program, capital development and financial structure,
His experience in guiding the successes of such companies as Armor Holdings,
Inc, and Benson Eyecare Corporation, can be reasonably expected to give Net
Perceptions significant strengths as we pursue our growth strategy. These
companies have all achieved high value for their stockholders, and our primary
goal is to do the same for the stockholders of Net Perceptions.

We have also put in place a new management team that we
believe has the experience and expertise in all areas of strategy and operations
to complement the qualities that Mr. Kanders and our Board of Directors bring
to the Company. We further believe that the acquisition of Concord Steel,
integrated under the direction of this leadership team, represents the addition
of solid value for our stockholders and forms a sound foundation upon which to
move forward.
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While we certainly recognize the cyclical nature of
virtually all markets, it does offer some comfort to know that Concord Steel
primarily focuses on original equipment manufacturers serving the industrial
manufacturing and construction industries, and is thus less exposed to the
business cycles of the residential-construction market,

While we intend to maintain an aggressive
acquisition posture, we will temper that aggressiveness with prudent
business practices, stringent due diligence and a healthy level of skepticism
in assuring that potential acquisitions are a good fit for our Company's long-
range strategy. We will make every effort to ensure that future acquisitions
are pursued with an eye toward insulating the Company from the vagaries
of business cycles. We aim to eventually hold a portfolio of companies in
industries whose peaks and troughs, in effect, even each other out.
And, without exception, cur bottom-line criteria for potential acquisitions
will be the value they will offer our stockholders.

We believe it is likely that our efforts in the
area of acquisitional growth will benefit from interest rates
that continue to remain low by historical standards. The proven
experience of our Company's leadership in securing favorable rates on the
capital needed for expansion can also be expected to aid our efforts.

While 2006 saw the culmination of our efforts to redeploy
the assets of Net Perceptions, we also believe it was the beginning of a
strategically sound agenda that wili bring prosperity to our future subsidiaries,
to their employees and to the stockholders of Net Perceptions.
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This Annual Report on Form 10-K contains certain forward-leoking statements, including information about or related to our future results, certain
projections and business trends. Assumptions relating to forward-looking statcments involve judgments with respect to, among other things, future
economic, competitive and market conditions and future business decisions, al! of which are difficult or impossible to predict accurately and many of
which are beyond our control. When used in this report, the words “estimate,” “project,” “intend,” “believe,” “expect” and similar expressions are
intended to identify forward-looking statements. Although we believe that our assumptions underlying the forward-looking statements are reasonable,
any or all of the assumptions could prove inaccurate, and we may not realize the results contemplated by the forward-looking statements. Management
decisions are subjective in many respects and susceptible to interpretations and periodic revisions based upon actual experience and business
developments, the impact of which may cause us o alter our business strategy or capital expenditure plans that may, in turn, affect our results of
operations. In light of the significant uncertainties inherent in the forward-looking information included in this report, you should not regard the
inclusion of such information as our representation that we will achieve any strategy, objectives or other plans. The forward-looking statements
contained in this report speak only as of the date of this report, and we have no obligation to update publicly or revise any of these forward-looking
statements.

These forward-looking and other statements, which are not histerical facts, are based largely upon our current expectations and assumptions and
are subject to a number of risks and uncertaintics that could cause actual results to differ materially from those contemplated by such forward-looking
statements, These risks and uncertainties include, among others, our inability to implement our acquisition growth strategy and integrate and
successfully manage any businesses that we acquire, our inability to continue to generate revenues at historic levels in our newly acquired operating
divisions, changes in the demand for counterweights, changes in the elevator or construction industries and to use our net operating loss carry forward,
and the risks and uncertainties set forth in the section headed “*Risk Factors™ of Part I, Item 1A of this report and described in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” of Part II of this report. The Company cannot guarantee its future
performance. We cannot assure you that we will be successful in the implementation of our growth strategy or that any such strategy will result in Net
Perception’s future profitability. Our failure to successfully implement our growth strategy could have a material adverse effect on the market price of
our common stock and our business, financial condition and results of operations.

References in this report to “Net Perceptions,” the “Company,” “we,” “our” and “us” refer to Net Perceptions, Inc. and, if so indicated or the
context requires, includes our wholly-owned subsidiary, SIG Acquisition Corp. (which is doing business as Concord Steel and is referred to in this
report as “Concord™).

PART 1
Item 1. Business
Net Perceptions

Overview

Net Perceptions, Inc. was established to provide marketing software solutions. In 2003, as a result of continuing losses and the decline of its
software business, the Company began exploring various strategic alternatives, including sale or liquidation. On April 21, 2004, the Company
announced an investment into the Company by Olden Acquisition LLC (“*Olden™), an affiliate of Kanders & Company, Inc., an entity owned and
controlled by the Company’s Non-Executive Chairman, Warren B. Kanders, for the purpose of initiating a strategy to redeploy the Company’s assets
and use its cash, cash equivalent assets and marketable securities to enhance stockholder value. As part of this sirategy, on October 3, 2006, the
Company, through its wholly-owned subsidiary, SIG Acquisition Corp. (*S1G"), acquired the assets of CRC Acquisition Co. LLC (“CRC”), a
manufacturer of steel counterweights doing business as Concord Steel (**Concord™). With this initial acquisition, management is now focused on

2006 NE'T PERCERTIONS FINANCIALS
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historical products, as well as provide the opportunity to offer new products to our existing customers,

Competitive Strengths

Cost Savings to Customers. Concord has built its core business around being able to demonstrate manufacturing cost savings to customers that
currently manufacture their counterweights in-house or purchase from less competitive external suppliers. In many cases, these manufacturers used less
cost effective materials in their production than are used by Concord in the production of its counterweights. Management believes that the cost savings
alternatives offered by Concord have led to increased outsourcing of counterweights by customers that have traditionally manufactured their
counterweights in-house.

Leadership Team. Our leadership team has been involved in the acquisition and integration of a substantial number of companies. Our Non-
Executive Chairman of the Board of Directors, Warren B. Kanders has extensive expericnce building public companics through strategic acquisitions
to enhance organic growth. The Company’s Chief Executive Officer, Al Weggeman, has had over 20 years of strategic and operational leadership
experience in multinational industrial manufacturing companies, such as General Electric, Asea Brown Boveri Lid., and Saint Gobain. Our Chicf
Financial Officer, Jon LaBarre, has more than 12 years of diverse financial management and executive leadership experience in the manufacturing,
acrospace, specialty manufacturing, construction cquipment and professional services industries.

Service & Delivery. Concord has established itself as a high level service provider in terms of both service and delivery. The Company also works
with its customers to develop mere cost effective counterweight and weldment design options for their existing and new products. We believe that
Concord’s manufacturing locations are also beneficial in terms of being able to provide its customers with cost effective and timely deliveries.

Products and Services

Concord primarily produces three styles of counterweights: profile cut, stack and weld, and box enclosures. Profile cut is the most prevalent method
whereby the plate is cut into a specified configuration, de-slagged and staged. The counterweight can either be shipped in its original form or may
require added processing (i.e. painting, drilling or shot blasting). Stack and weld products involve various pieces and shapes welded together to create
the fabricated end-product. Box enclosures, mainly sold to crane QEM’s, are fabricated and welded boxes filled with predetermined weights of material
and closed with a welded lid. Profile cut products are typically individual counterweights or weldment components that are sold into aerial work
platform, materiat telehandler, and elevator OEM’s. Stack and weld products are generally for crane and heavy vehicle applications.

Concord also manufactures steel weldments in a variety of shapes and sizes as specified by its customers. Weldments are typically steel components
that serve as both a counterweight and as part of the structure of an OEM’s end product. Typical weldments could include vehicle body parts such as
panels, bumpers, beams, and plates. Since weldments frequently serve the purpose of providing counterweight to a product, the Company typically
refers to weldments as counterweights.

The following table shows Concord’s percentage of sales revenue by major product lines for 2006, 2005 and 2004:

Percentage of Revenue

Product Line 2006 2005 2004
ProfileCut . ...................... 69% 71% 68%
Box Enclosure . ................... 18 15 13
Stackand Weld. .. ................. 7 9 10
Other....... Ce 6 5 9

100%  100%  100%

2006 NET PERCEPTIONS FINANCIALS
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The Company manufactures its products in its manufacturing facilities located in Warren, Ohio, Chicago Heights, 1llinois and Essington,
Pennsylvania. The Pennsylvania facility was recently leased on December 1, 2006 and we are in the process of establishing production capacity
capabilities to meet future anticipated demand, however, no assurance can be made that we will be successful in increasing our manufacturing capacity
or that any such increase will be sufficient to meet our future production needs. The Company is currently in the process of working toward ISO
compliance at these facilities, however, no assurance can be made that such compliance can be obtained and maintained. Concord has on occasion out-
sourced select production operations in order to increase production capacity and maintain customer-shipping requirements,

Competition

Concord operates in the United States as a supplier of counterweights to multinational construction, maintenance, and industrial equipment OEM’s.
Its competitors are primarily domestic and range from mid-size steel processors to small single-product niche manufacturers. Within this market,
Concord faces competition principally from two mid-size counterweight manufacturers, as well as numerous other smaller niche manufacturers of
competitive products. Certain of our competitors in the markets we compete may have more resources and experience than us.

Management believes that competition from Chinese and other foreign-based competitors is prevalent for products sold within their local markets.
However, given the high costs associated with shipping counterweights, imports to the United States from these foreign-based manufacturers remains
minimal. As customers continually assess new materials and product designs and configurations, there is always a risk of counterweight products being
developed by a lower cost overseas manufacturer.

Suppliers

In 2006, Concord purchased approximately 200 million tons of materials from many suppliers, including steel mills located throughout the United
States and Canada. The Company’s top 10 suppliers accounted for approximately 59 percent of 2006 purchase dollars. No supplier accounted for 20%
or more of the 2006 purchase dollars. Concord’s primary raw material is secondary carbon steel plate, Secondary material is a steel milt praduct that
typically is either dimensionally or materially non-conforming so the mill cannot sell it to its customers that require certified production material.

Concord purchases the majority of its inventories at prevailing market prices from key suppliers with which it has had long-standing, established
relationships. Concord is generally able to meet its materials requirements because it uses many suppliers, there is a substantial overlap of product
offerings from these suppliers, and there are a number of other suppliers able to provide identical or similar materials, Due to the competitive nature of
the steel business, metal prices may increase as a result of product demand, mitl surcharges, supplier consolidation or other factors that in turn lead to
supply constraints or longer mill lead times, Concord may not be able to pass its increased material costs fully to customers. In recent years and
continuing in 2006, there have been significant consolidations among suppliers of carbon steel. This trend may lead to disruptions in Concard’s ability
to meet its material requirements. Concord anticipates it will be able to meet its material requirements because it believes it has good relationships with
its suppliers and believes it wilt continue to be among the largest customers of secondary steel from its suppliers. We cannot assure you that we will
continue to maintain satisfactory terms with our suppliers. Our inability to maintain such terms, the loss of any of our key suppliers, or any other
interruption or delay in the supply of our required materials, or our inability to obtain these materials at acceptable prices or within a reasonable amount
of time could impair our ability to meet scheduled product deliveries to our customers and could hurt our reputation and cause customers to cancel
orders.

Environmental, Health and Safety Matters

Concord’s operations are subject to many federal, state and local regulations relating to the protection of the environment and to workplace health
and safety. In particular, its operations are subject to federal, state and local laws and regulations governing waste disposal, air and water emissions, the
handling of hazardous subslances, environmental protection, remediation, workplace exposure and other matters. Management believes that Concord’s
operations are presently in substantial compliance with all such laws and does not presently anticipate that it will be required to expend any material
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Commission’s Public Reference Room by calling the Securities and Exchange Commission at 1-800-SEC-0330. The Securities and Exchange
Commission also maintains an Internet website that contains reports, proxy and information statements, and other information regarding issuers that file
electronically with the Securities and Exchange Commission at www .sec.gov. In addition, you may request a copy of any such materials, without
charge, by submitting a written request to: Net Perceptions, ¢/o the Secretary, One Landmark Square, 22nd Floor, Stamford, Connecticut 06901,

Information on our Internet website does not constitute a part of this Annual Repert on Form 10-K.

Executive Officers of the Registrant

Pursuant to General [nstruction G(3), the information regarding our executive officers called for by Item 401(b) of Regulation S-K is hereby
inciuded in Part [ of this Annual Report on Form 10-K.

The executive officers of our Company as of March 29, 2007 are as follows:

Albert W. Weggeman who is 43 years of age joined Net Perceptions in 2006, Mr. Weggeman has served as President and Chief Executive Qfficer
since October 3, 2006. From 2005 until 2006, he served as President of Tyden Group, Inc. a global manufacturer of cargo security and product
identification and traceability technology. From 2001 untif 2005 Mr. Weggeman was Chief Operating Officer for Key Components, Inc. LLC a
company specializing in the design and manufacture of engineered components for a broad range of OEM applications and customers. From 1999 until
2001 Mr. Weggeman was President of a General Electric Company subsidiary focused on the manufacture and sale of outdoor electricat products.

Mr. Weggeman also served in various leadership roles in M&A, Marketing, Operations and Strategic Planning functions for multinational
manufacturing companies. Mr. Weggeman graduated with an Electrical Engineering degree from Northeastern University in 1988 and an MBA from
Kellogg Graduate School of Management in Chicago in 1992. He is a graduate of General Electric Company’s Manufacturing Management Program.

Jonathan LaBarre who is 37 years of age joined Net Perceptions in 2006. Mr, LaBarre has served as our Chief Financial Officer since
December 1, 2006. Prior to Net Perceptions, he served as a Senior Finance Manager and Global SOX Leader with Terex Corporation, a diversified
global manufacturer, where he was responsible for corporate accounting, mergers and acquisitions due diligence and integration, financial planning, and
internal compliance functions from February 2002 to November 2006. From April 1999 until January 2002, Mr. LaBarre held various management
leadership positions in accounting and finance at Pratt & Whitney’s International Product Center, an operating company of United Technologies
Corporation and The Stanley Works. Before that, Mr. LaBarre served with the U.S. Army as a Medical Supply Logistics Non-Commissioned Officer,
with eight years of procurement and management of medical supply warehouses located in Texas, South Korea, and the Middle East. He is a CPA and
graduated with a B.S. in accounting degree from Central Connecticut State University in 1984 and an MBA degree from Western New England College
in 2000,

Paul Vesey who is 51 years of age has served as the President of Concord since October 3, 2006 and previously served as Concord’s Vice President
from 1991 to 2006. Since 1980 Mr. Vesey has been employed by Concord in a variety of positions including Plant and General Manager with
responsibilities that have included product development, sales and marketing.

Item 1A. Risk Factors

In addition to other information in this annual report on Form 10-K, the following risk factors should be carefully considered in evaluating our
business because such factors may have a significant impact on our business, operating results, liquidity and financial condition. However, the risks and
uncertainties described below are not the only ones we face. Additional risks and uncertainties not presently known to us, or that we currently consider
to be immaterial, may also impact our business, operating results, liquidity and financial condition. If any of the Following risks occur, our business,
operating results, liquidity and financial condition could be materially adversely affected. In such case, the trading price of our securities could decline,
and you may lose all or part of your investment,
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We are required to maintain substantial inventories to accommodate the needs of our customers, including in many cases, short lead times and just-
in-time delivery requirements. We purchase raw materials on a regular basis in an effort to maintain our inventory at levels that we believe are sufficient
to satisfy the anticipated needs of our customers based upon orders, customers volume expectations, historic buying practices and market conditions.
Inventory levels in excess of customer demand may result in the use of higher-priced inventory to fill orders reflecting lower sales prices, if steel prices
have significantly decreased. These events could adversely affect our financial results. Conversely, if we underestimate demand for our products or if
our suppliers fail to supply quality products in a timely manner, we may experience inventory shortages. Inventory shortages might result in unfilled
uorders, negatively impact customer relationships, and result in fost revenues, any of which could harm our business and adversely affect our financial
results.

Our business is highly competitive, and increased competition could negatively impact our financial results.

The metals processing industry is very fragmented and compctitive, consisting of a large number of small companies and a few relatively large
companies. Competition is based principally on price, service, quality, production capabilities, inventory ability and timely delivery. Competition in the
various markets in which the Company participate comes from companies of various sizes, some of which have greater financial resources than the
Company and some of which have more established brand names in the local markets served by the Company. Increased competition could force the
Company to lower its prices or to offer increased services at a higher cost, which could reduce the Company’s profitability.

The Company could incur substantial costs in order to comply with, or to address any violations under, environmental laws that could significantly
increase its operating expenses and reduce its operating income.

The Company’s operations are subject to various environmental statutes and regulations, including laws and regulations governing materials it uses.
In addition, certain of its operations are subject to federal, state and local environmental laws and regulations that impose limitations on the discharge of
pollutants into the air and water and establish standards for the treatment, storage and disposal of solid and hazardous wastes. Failure to maintain or
achieve compliance with these laws and regulations or with the permits required for its operations could result in substantial operating costs and capital
expenditures, in addition to fines and civil or criminal sanctions, third party claims for property damage or personal injury, cleanup costs or temporary
or permanent discontinuance of operations. Certain of its facilities are located in industrial areas, have a history of heavy industrial use and have been in
operatton for many years and, over time, the Company and other predecessor operators of these facilities have generated, used, handled and disposed of
hazardous and other regulated wastes. Environmental liabilities could exist, including cleanup obligations at these facilities or at ofi-site locations where
materiats from Company operations were disposed of, which could result in future expenditures that cannot be currently quantified and which could
have a material adverse effect on its financial position, results of operations or cash flows.

Disruptions to our business or the business of our customers or suppliers, could adversely impact our operations and financial results.

Business disruptions, including increased costs for or interruptions in the supply of energy or raw materials, resulting from severe weather events
such as hurricanes, floods, blizzards, from casualty events, such as fires or material equipment breakdown, from acts of terrorism, or from other events
such as required maintenance shutdowns, can cause interruptions to our businesses as well as the operations of our customers and suppliers. Such
interruptions can have an adverse effect on our operations and financial results.

If any of the products that the Company sells cause harm to any of its customers, the Company could be exposed to product liability lawsuits.

If the Company were found liable under product liability claims, it could be required to pay substantial monetary damages. We currently maintain
product liability insurance coverage; however, we cannot assure you that this coverage would be sufficient to cover the payment of any potential claim.
In addition, we cannot assure you that this or any other insurance coverage will continue to be available or, if available, will be obtainable at a
reasonable cost. Our existing product liability insurance coverage may be inadequate to protect us from any liabilities we might incur, and we will
continue to be cxposed to the risk that our claims may be excluded and that our insurcrs may become insolvent. A product liability claim or series of
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management and other key personnel as well as our ability to increase and maintain our manufacturing capacity capabilities to meet the needs of our
current and future customers. Any failure to adequately manage our growth could have a material adverse effect on the market price of our common
stock and our business, financial condition and results of operations.

The Company’s existing credit facility contains covenant restrictions that may limit its ability to operate its business,

The agreements governing the Company’s credit facility contain, and any of its other future debt agreements may contain, covenant restrictions that
limit its ability to operate its business, including restrictions on its ability to:

+  incur debt (including secured debt) or issue guarantees;

+  grant liens on its assets;

«  make certain investments;

»  enter into sale and leaseback transactions;

*  cnter into transactions with its affiliates;

»  sell certain assets;

« repurchase capital stock or make other restricted payments;

» declare or pay dividends or make other distributions to stockholders; and

+  enter into merger or consolidations or make certain acquisitions.

In addition, the Company’s existing credit facility contains other affirmative and negative covenants. The Company’s ability to comply with these
covenants is dependent on its future performance, which will be subject to many factors, some of which are beyond its control, including prevailing
economic conditions.

As a result of these covenants, the Company’s ability to respond to changes in business and economic conditions and to obtain additional financing,
if needed, may be significantly restricted, and the Company may be prevented from engaging in transactions that might otherwise be beneficial to it. In
addition, the Company’s failure to comply with these covenants could result in a default under its debt, which could permit the holders to accelerate
such debt. If any of the Company’s debt is accelerated, it may not have sufficient funds available to repay such debt.

We may be unable to realize the benefits of our net operating loss (“NOL?™) and tax credit carryforwards,

NOL’s may be carried forward to offset federal and state taxable income in future years and eliminate income taxes otherwise payable on such
taxable income, subject to certain adjustments. Based on current federal corporate income tax rates, our NOL and other carryforwards could provide a
benefit to us, if fully utilized, of significant future tax savings. However, our ability to use these tax benefits in future years will depend upon the amount
of our otherwise taxable income. If we do not have sufficient taxable income in future years 1o use the tax benefits before they expire, we will lose the
benefit of these NOL carryforwards permanently. Consequently, our ability to use the tax benefits associated with our substantial NOL will depend
significantly on our success in integrating Concord Steel, identifying additional suitable merger partners and/or acquisition candidates, and once
identified, successfully consummate a merger with and/or acquisition of these candidates.

Additionally, if we undergo an ownership change, the NOL carryforward limitations would impose an annual limit on the amount of the taxable
income that may be offset by our NOL generated prior to the ownership change. If an ownership change were to occur, we may be unable to use a
significant portion of our NOL to offset taxable income. In general, an ownership change occurs when, as of any testing date, the aggregate of the
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A key element of our growth strategy is to make acquisitions, As part of our acquisition strategy, we may issue additional shares of common stock
as consideration for such acquisitions. In addition, we have limited cash compensation to management pending consummation of a redeployment
transaction and expect to award cash and equity compensation to management in connection with such a transaction, These issuances could be
significant, To the extent that we make acquisitions and issue our shares of common stock as consideration or as compensation to management, your
equity interest in us will be diluted. Any such issuance will also increase the number of outstanding shares of common stock that will be eligible for sale
in the future. Persons receiving shares of our common stock in connection with these acquisitions may be more likely to seli ofT their common stock,
which may influence the price of our common stock. In addition, the potential issuance of additional shares in connection with anticipated acquisitions
could lessen demand for our common stock and result in a lower price than might otherwise be obtained. We may issue common stock in the future for
other purposes as well, including in connection with financings, for compensation purposes, in connection with strategic transactions or for other
purposes. Cash payments as compensation or otherwise can also significantly diminish cash that is available 1o the Company for working capital and
other purposes, which could have a material adverse effect on the Company.

Item 1B. Unresolved Staff Comments

None,

Item 2. Properties

The following table lists the principal manufacturing and office facilities and the primary use of the property at each of the facilities:

Approximate
Square

Location Footage Owned/Leased Use of Property
Corporate

Stamford, Connecticut(1){(2) ........... R 7,100 — Headquarters and administrative
Concord Steel . .. ... ..... e cee

Warren, Ohio . . ... .. e e 133,000 Owned Manufacturing and administrative

Chicago Heights, [llinois. . . .......... Cee 187,000 Leased Manufacturing

Essington, Pennsylvania ... .......... e 82,800 « Leased Manufacturing

(1) Our corporate headquarters is currently located in Stamford, Connecticut, where we occupy space made available to us by Kanders & Company,
Inc., an entity owned and controlled by the Company’s Non-Executive Chairman, Warren B. Kanders. This arrangement is subject to termination at
any time.

(2) The Company has entered into a ten year lease with Reckson Operating Partnership, L.P. for approximately 4,600 square feet of additional office
space.

The Company believes that its current manufacturing and office facilities are suitable and adequate for its present and anticipated near-tcrm needs.
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Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Common Stock Information

Qur common stock was listed on the NASDAQ National Market System on April 23, 1999 until September 3, 2004, when our common stock was
delisted from the NASDAQ Small Cap Market following a determination by the NASDAQ Listing Qualifications Panel that the Company was a “public
shell” and should be delisted due to policy concerns raised under NASDAQ Marketplace Rules 4300 and 4300(a) {3). Additional information
concerning the delisting is set forth in the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on September 1,
2004, The Company’s common stock is now quoted on the OTC Pink Sheets Electronic Quotation Service under the symbol “NETP.PK”.

The following lable sets forth, for the indicated periods, the high and low closing sales prices for our common stock as reported by the OTC Pink
Sheets Electronic Quotation Service. The quotes listed below reflect inter-dealer prices or transactions solely between market-makers, without retail
mark-up, mark-down or commission and may not represent actual transactions.

Price Range
of Common Stock

High Low

2007
First quarter (through March 20, 2007) . ... .. $ 292 3% 192

2006
FirstQuarter . . . ......... it $ 075 § 055
SecondQuarter . .................... .. 3 0.66 $ 055
Third Quarter . ... ... ......... e $ 180 § 063
FourthQuarter. .. ..................... $§ 276 8§ 1.72

2005
FirstQuarter . . . ... i iennnn § 086 5 070
Second Quarter . . ... ... ... ... .. .. R $ 100 §$ 062
Third Quarter .. ..., $ 114 % 072
Fourth Quarter. . ...................... $ 078 $ 060

Recent Sales of Unregistered Securities

On October 3, 2006, at the closing of the acquisition of Concord, the Company sold 3,529,412 shares (the “CRC Shares”} of the Company’s authorized
but theretofore unissued common stock to CRC Acquisition Co. LLC; the seller of the assets acquired by the Company in the acquisition of Concord, at a
price of $0.85 per share. There were no underwriters, underwriting discounts or commissions payable on account of the sale. The CRC Shares were sold
pursuant to a slock purchase agreement dated as of Qctober 3, 2006, which provides for (i) one demand registration, provided that the demand may not be
made within 30 days after the effectiveness of registration of an underwritten public offering by the Company or registration of shares pursuant to any other
demand registration right, and the demand registration may deferred if the Company has determined to effect an underwritten offering or there 1s material
non-public information or a significant business opportunity which the Company’s Board of Directors does not want to disclose, and (ii) unlimited
piggyback registration rights, subject to underwriters’ cutback rights. The shares are also subject to a lock-up agreement that expires April 3, 2007. The sale
of the CRC Sharcs is exempt from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended.

Recent Purchases Of Our Registered Equity Securities

We did not purchase any shares of our common stock during the Company’s fourth quarter of 2006.
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In 2004 the Company ceased previous operations as a developer of marketing solutions software. On October 3, 2006, as a result of the Company’s,
through SIG Acquistion Corp., its wholly-owned subsidiary, acquisition of the assets of CRC Acquisition Co. LLC (“CRC™), a manufacturer of stecl
counterweights, CRC is considered to be the predecessor company (the “Predecessor™) from an accounting treatment perspective. To assist in the
understanding of the results of operations, balance sheet data of the Company, relevant prior year financial information regarding the Predecessor is,
therefore, presented herein.

The statement of operations data for cach of the years ended December 31, 2006, 2005, and 2004, and the balance sheet data at December 31, 2006
and 2005, are derived from, and are qualified by reference to, the audited financial statements included elsewhere in this report. The statement of
operations data for the years ended December 31, 2003 and 2002 and the balance sheet data at December 31, 2004, 2003 and 2002 represents the pre-
acquisition operating results of Net Perceptions, Inc., and are derived from audited financial statements not included in this report. The data appearing in
the table below should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the
consolidated financial statements and the related notes thereto included elsewhere herein.

NET PERCEPTIONS, INC,
FIVE YEAR CONSOLIDATED FINANCIAL DATA

Years Ended December 31,
2006 2005 2004 2003 2002
{in thousands, except per share amounts)

Statement of Operations Data

Revenues ..................... S $ 24,078 $ 118 $ 927 § 2,584 % 5,244
Grossmargin . ......... e e e 4,277 118 707 1,817 2,851
Operating expenses(1)(2){4). . ......... e 11,576 553 2,671 7,971 20,726
Loss from operations. . . . ......... e (7,299) (433) (1,964) (6,154) (17,875)
Other income (expense), net. . .. ............. e (231} 642 1,903 861" 1,141
Net income/(loss) . ............... e $ (7.753) § 207 $ 61) § (5,293) § (16,734)
Basic net income/(loss) pershare .. .. ... .......... ... . $ 0.24) $ 0.01 $ — 3 (0.19) 3 (0.61)
Shares used in basic calculation . . .. .......... R 32,577 28,918 28,574 27,683 27,216
Diluted net income/(loss) per share. . . ... ........ ceee. S (024) § 001 § — $ _ (0.9) S (0.61)
Shares used in diluted calculation. . . . .. e 32,577 33438 28,574 27,683 27,216
Cash distributionspaid(3) .. .......... .. ... ... ..... . $ — 3 — § — § 150 3 —
Balance Sheet Data
Cash and cash equivalents . . . . ... .. T $ 3,703 $ 203 $ 14444 % 11,932 % 62,959
Marketable securities. . . ...... .. . ... . 5 — b 14,659 A — 5 —_ 8 —
Working capital ...................... e $ 8,047 % 14,631 $ 14306 § 11,600 § 57,031
Totalassets. . ................. R . $ 62,125 ) 15,195 b3 14723 § 12,803 § 65,796
Long-term liabilities, net of current portion. .. .. ... e S 27,033 S 2,533 $ 2,517 % — 3 510
Total stockholders’ equity .. . ... .. .. e $ 15,505 b 12,308 3 12,028  § 11,635 § 58,342

(1} In 2002, the Company incurred a restructuring related charge of $0.8 million consisting primarily of charges relating to employec terminations. In
2003, the Company incurred a restructuring related charge of $2.3 million, consisting of charges relating to facility conselidation, lease terminations
and employee terminations.

(2} AtDecember 31,2002, the Company performed an impairment assessment of the remaining goodwill and other intangible assets recorded in
connection with the acquisition of Knowledge Discovery One, Inc. in 2003, which related to Net Perceptions’ prior software business. As a result of
its review, the Company recorded a $6.5 million impairment charge to reduce goodwill and other intangible assets to zero value.
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date of this report, and we have no obligation to update publicly or revise any of these forward-looking statements.

Overview

In 2004 the Company ceased previous operations as a developer of marketing solutions software. On Qctober 3, 2006, as a result of Net
Perceptions, through S1G Acquisition Corp. (“SIG™), its wholly-owned subsidiary, acquisition of the assets of CRC Acquisition Co. LLC (*CRC™), a
manufacturer of steel counterweights, CRC is considered to be the Predecessor from an accounting treatment perspective, and therefore, Net
Perceptions’ consolidated results for the year ended December 31, 2006 have been combined with the results of CRC and relevant and prior year
financial information regarding CRC is presented herein.

The following management’s discussion and analysis of financial condition and resuits of operations of Net Perceptions and its Predecessor should
be read in conjunction with the historical financial statements and footnotes of Net Perceptions included elsewhere in this report and of CRC as
Predecessor, included in the Company’s amended Current Report on Form 8-K/A filed with the Sccurities and Exchange Commission on December 18,
2006. Our future results of operations may change materially from the historical results of operations reflected in Net Perceptions, and the Predecessors,
historical financial statements.

Management’s discussion and analysis of linancial condition and results of operations is based on the historical financial condition and results of
operations of CRC as Predecessor, rather than those of Net Perceptions, prior to October 3, 2006.

Critical Accounting Policies and Estimates

The Company’s discussion and analysis of financial condition and results of operations is based upon our consolidated financial statements, which
have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial statements
requires us 10 make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of
contingent assets and liabilities. On an on-going basis, the Company evatuates its estimates, including those related to bad debts, investments, intangible
assets, restructuring liabilities, contingencies and litigation. The Company bases its estimates on historical experience and on various other assumptions
that are believed to be reasonable under the circumstances, the resuits of which form the basis for making judgments about the carrying values of assets
and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions,

The Company believes the following critical accounting policies affect significant judgments and estimates used in the preparation of its
consolidated financial statements. Events occurring subsequent to the preparation of the consolidated financial statements may cause the Company to re-
evaluate these policies.

Use of estimates. The preparation of financial statements in conformity with generally accepled accounting principles in the United States of
America requires management to make estimates and assurnptions that affect the reported amounts therein. Management’s estimates are based on
historical experience and on various other assumptions that are believed to be reasonable under the circumstances. Estimates inherent in the preparation
of the accompanying Consolidated Financial Statements include the carrying value of long-lived assets, valuation allowances for receivables,
inventories and deferred income tax assets, liabilities for potential litigation claims and settlements, and potential liabilities related to tax filings in the
ordinary course of business. Management’s estimates and assumptions are evaluated on an on-going basis. Due to the inherent uncertainty involved in
making estimates, actual results may differ from those estimates.

Revenue Recognition. The Company's revenue recognition policy requires the recognition of sales when there is evidence of a sales agreement, the
delivery of goods has occurred, the sales price is fixed or determinable and the collectibility of revenue is reasonably assured. The Company gencrally
records sales upon shipment of product to customers and transfer of title under standard commercial terms. When the Company estimates that a contract
with one of its customers will result in a loss, it will accrue the entire loss as soon as it is probable and estimable.
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Net Company Predecessor |
Perceptions January 1, Company
Year Ended 2006 to Year Ended
December 31, October 3, Combined December 31, Variance
2006 2006 Total 2005 )
Revenues:
Product ..... e e ] 24,058 b 61,625 b 85,683 | $ 64,404 $ 21,279
Service, maintenance and royalty . ... ... ... ... - 20 — 20 — 20
Totalrevenues .. .............. e 24,078 61,625 85,703 64,404 21,299
Cost of revenues:
Produet .. ... ... . . ... ... . . 19,801 48,351 68,152 53,711 14,441
Total cost of revenues . . . .. .. ... e e 19,801 48.351 68,152 33,711 14 441
Gross margin ... ... e e . 4,277 13,274 17,551 10,693 6,858
7 Operating expenses:
Salesandmarketing . ._........ . ... ... ... . 322 912 1,234 999 235
_ General and administrative. . .. . ... .. e 3,712 1.597 5,309 1,817 3,492
| Related party stock compensation. . . . . e 7,542 — 7,542 — 7.542
Total operating expenses. .. .. ......... e 11,576 2,509 14,085 2.816 11,269
{Loss) incotme from operations . .. .......... e (7,299) 10,765 3,466 7,877 4411)
Other income (expense):
Interestincome . .. .. ........ e ce 566 — 566 — 566
Interest expense ... .......... e .. (775) (507) (1,282) (270) (1,012)
Management and loan guaranty fees. . . .. ....... .. — (710) (710) (323) (387)
Other income (expense). . ................... .. (22) (2,826) (2,348) — . (2,848)
Total other income (expense}, net. . . .. ... R (231) (4,043) (4,274) (593) (3,681)
(Loss) income before taxes . ... ... e . (7,530) 6,722 (808) 7,284 (8.092)
Provision for income taxes .. .. ..... e 223 211 434 56 378
Net(loss) income ... ............. e . 3 (1,753 3 6,511 $ (1,242) | § 7,228 ) (8,470)

(1) Variance represents the difference between Combined Total and Predecessor Company at December 31, 2006 and has been presented to assist the
reader in cvaluating our Financial Statements.

Revenues

On a combined basis, revenue increased $21.3 million or 33.1% to $85.7 million for the total period as compared to $64.4 million for the
Predecessor for the year ended December 31, 2005. The increase of $21.3 million is primarily due to higher sales volume resulting from increased
demand for our products from existing customers of approximately $16.3 million. as a result of increased spending in the commercial and industrial
construction, and infrastructure building end markets, the addition of several new customers within the elevator market and theatrical market for
$3.6 million and an increase in scrap metal sales of $1.4 million.
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Revenues increased $18.5 miltion or 40.3% to $64.4 million for the period ended December 31, 2005 as compared to $45.9 millien for the year
ended December 31, 2004, The increase of $18.5 million is primarily attributable to increased demand for Acrial Work Platform equipment to serve the
commercial and industrial construction markets and the additional capacity added to the Chicago Heights facility.

Gross Margin

Gross margin as a percentage of sales decreased to 16.6% for the year ended December 31, 2005 as compared to 17,9% in 2004, The decrease is
primarily attributable to an increase in material costs, outside labor, manufacturing supplies and maintenance.

Operating Expenses

Combined operating expenses for the year ended December 31, 2005 increased $0.3 million or 12.0% to $2.8 million as compared to $2.5 million
for the Predecessor for the year ended December 31, 2004, The increase in general and administrative expenses was due to an increase in employee
related expenses partially offset by a reduction in professional fees.

Sales and marketing. Sales and marketing expenses consisted primarily of salaries, other employee-related costs, commissions and other incentive
compensation, travel and entertainment and expenditures for marketing programs such as collateral materials, trade shows, public relations and creative
services. For both of the years ended December 31, 2005 and 2004, marketing expenses were $1.0 million.

General and administrative. General and administrative expenses consist primarily of employee compensation, insurance, legal, accounting and
other professional fees. For the year ended December 31, 2005, general and administrative expenses increased $0.3 million or 20.0% to $1.8 million as
compared to $1.5 million for the year ended December 31, 2004. The increase in general and administrative expenses was due to an increase in
employee related expenses partially offset by a reduction in professional fees.

Interest expense. Interest expense was $0.3 million for both of the years ended December 31, 2005 and 2004,

Provision For Income Taxes

We have incurred significant operating losses for all periods from inception through December 31, 2006. For income tax purposes, the Company
has available federal net operating loss carry-forwards of approximately $125.5 million and research and development credit carry-forwards of
approximately $0.2 million at December 31, 2006. The net operating loss and research and development credit carry-forwards expire in 2011 through
2026 if not previously utilized. The utilization of these carry-forwards may be subject to limitations based on past and future changes in ownership of
the Company pursuant to Internal Revenue Code Section 382. If the Company were to be acquired at its recent stock value such that Section 382 is
applicable, this would eliminate the ability to use a substantial majority of these carry-forwards. The recognition of a valuation allowance for deferred
taxes requircs management to make estimates about the Company’s future profitability. The estimates associated with the valuation of deferred taxes are
considered critical due to the amount of deferred taxes recorded on the consolidated balance sheet and the judgment required in determining the
Company’s future profitability. Deferred tax assets were $8.1 million and $0 at December 31, 2006 and 2005, respectively, net of valuation allowance of
$34.9 million and $43.8 million, respectively.

Selected Consolidated and Combined Quarterly Operating Results

The following table sets forth quarterly unaudited financial data for 2006 and 2005 for Net Perceptions, which ceased previous operations as a
developer of marketing solutions software in 2004. As a result of Net Perceptions, through SIG, its wholly-owned subsidiary, acquiring the assets of
CRC, CRC is considered 1o be the Predecessor frem an accounting treatment perspective and therefore, Net Perceptions’ quarterly results for the years
ended December 31, 2006 and 2005 have been combined with quarterly results of the Predecessor. This unaudited financial data has been prepared on
the same basis as the audited financial statements included in this report and includes all adjustments, consisting only of normal recurring accruals that

2006 NET PERCEPRPTIONS FINANCIALS
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at the time of n_om::m of the credit _qmn__.Q nor were there any amounts drawn down prior 8 March 3, 2007. At December 31, 2006, the ocﬂmﬁza_zm
balance from the revolving credit facility amounted to $3.3 million with $5.1 million available in m:_n_:_o:m_ borrowings net of $1.6 million in
outstanding letters of credit. The balance under the term loan at December 31, 2006 was $28.0 million of which $3.5 million is classified as current and
$24.5 million is classified as long-term. During the period ended December 31, 2006 and as of March 3, 2007 the Company was in compliance with all
covenants under the credit facility.

Borrowings under the Credit Agreemenl bear interest, at the Company’s election, at either (i} a rate equal to London [ntcrbank Offer Rate
(“LIBOR™), plus an applicable margin ranging from 1.25% to 2.5%, depending on certain conditions, or (ii) an alternate base rate which will be the
greater of (a) the Federal Funds rate plus 0.5% or (b) the prime rate publicly announced by the Agent as its prime rate, plus, in both cases, an applicable
margin ranging from 0% to 1.0%, depending on certain conditions. The applicable interest rate for the outstanding bortowings under the Credit
Agreement is currently 7.87%.

The Credit Agreement is guaranteed by the Company and its direct and indirect subsidiaries and is secured by, among other things, (a) (i) all of the
equity interests of SIG’s subsidiaries and (ii) a pledge of all of the issued and outstanding shares of stock of SIG by the Company and (b) a first priorily
perfected security interest on substantially all the assets of the Company and its direct and indirect subsidiaries pursuant to a guaranty and collateral
agreement dated October 3, 2006 and delivered in connection with the Credit Agreement (the “Guaranty Agreement™), In addition, LaSalle Bank acting
as the Agent, for the benefit of the lenders, has a mortgage on all owned real estate of the Company and its direct and indirect subsidiaries, as well as
deposit account control agreements with respect to funds on deposit in bank accounts of the Company and its direct and indirect subsidiaries.

The Company is exposed to interest rate volatility with regard to existing issuances of variable rate debt. Primary exposure includes movements in
the U.S. prime rate and LIBOR. The Company uses interest rate swaps to reduce interest rate volatility. On January 2, 2007, the Company entered into
an interest rate protection agreement that has approximately $14 million of interest rate swaps fixing interest rates between 5.0% and 5.8%.

On April 21, 2004, the Company closed on an investment into the Oc:,_wm:% by Olden Acquisition LLC (“Olden™), an affiliate of Kanders &
Cumpany, Inc., for the purpose of initiating a strategy o redeploy the Company’s asscts and use the Company’s cash, cash equivalent assets and
marketable securities to enhance stockholder value. The Company issued and sold to Olden a 2% ten-year Convertible Subordinated Note, which is
convertible after one year {or earlier upon a call by the Company and in certain other circumstances) at a conversion price of $0.45 per share of
Company common stock into approximately 19.9% of the outstanding common equity of the Company as of the closing date. Proceeds to the Company
from this transaction totaled approximately $2.5 million before transaction costs of $0.3 miilion, The transaction costs are being amortized over ten
years, the term of the debt. Interest on the note accrues semi-annually but is not payable currently or upon conversion of the note. The note matures on
April 21, 2014, The convertible subordinated note was deemed to include a beneficial conversion feature. At the date of issuance, the Company
allocated $0.1 million to the beneficial conversion feature and amortized the beneficial conversion feature over one year (the period after which the note
is convertible). As of December 31, 2005, zero remained to be amortized of the note discount due to the beneficial conversion feature. Also in
connection with this transaction, the Company entered into a registration rights agreement (the “Rights Agreement”), which requires the Company, upon
request of the purchaser of the note or its assignee, to register under the Securities Act of 1933, as amended, the resale of the shares of common stock
into which the note is convertible. In connection with this transaction, the Board of Directors adopted an amendment to the Company’s Rights
Agreement such that the transaction would not trigger the rights thereunder. As of December 31, 2006 and 2003, respectively the outstanding balance on
the note payable amounted to $2.5 million and is classified as long-term debt.

Operating Activities

Net cash provided by operating activities was $1.0 million for the year ended December 31, 2006, reflecting the net loss of $7.8 million, which
includes non-cash related party stock compensation expenses of $7.5 million, Net cash provided by operating activities for the Predecessor was
$4.3 million for the year ended December 31, 2005, reflecting the net income of $7.2 million, which includes depreciation and amortization expenses of
$0.4 million. Net cash provided by operating activities for the Predecessor was $2.0 million for the year ended December 31, 2004, rellecting net
income of $5.0 million, which includes depreciation and amortization expenses of $0.4 million.
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commodity-based contracts.

Recently Issued Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157 “Fair Value Measurements™ which provides enhanced guidance for using fair value to measure
assets and liabilities. The standard also expands the amount of disclosure regarding the extent 1o which companies’ measure assets and liabilities at fair
value, the information used to measure fair value, and the effect of fair value measurements on earnings. The standard applies whenever other standards
require {or permit) assets or liabilities to be measured at fair value but does not expand the use of fair value in any new circumstances. This statement is
effective for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. The Company
does not anticipate any material impact to its financial statements from the adoption of this standard.

In September 2006, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 108, “Considering the Effects of Prior Year
Misstatements when Quantifying Misstatements in Current Year Financial Statements” (“SAB 108”), which provides interpretive guidance on the
consideration of the effects of prior year misstatements in quantifying current year misstatements for the purpose of a materiality assessment. SAB 108
allows a one-lime transitional cumulative effect adjustment to beginning retained earnings as of January 1, 2006 for errors that were not previously
deemed material, but are material under the guidance in SAB 108. We adopted this accounting standard in the fourth quarter of the year ended
December 31, 2006. Adoption of SAB No. 108 did not have a material impact on our financial statements.

In July 2006, the Financial Accounting Standards Board (**FASB’’) issued FASB Interpretation No. 48, Accounting for Uncertainty in Income
Taxes — an interpretation of FASB Statement No. 109 (**FIN 48°"), which clarifies the accounting for uncertainty in tax positions. The provisions of
FIN 48 are effective for fiscal years beginning after December 15, 2006. We are currently evaluating the impact of FIN 48 on our financial statements
and currently plan to adopt this interpretation in the first quarter of 2007.

On lanuary 1, 2006, the Company adopted Statement of Financial Accounting Standards No. 123 (revised 2004), “Share-Based Payment” (“FAS
123R™), requiring recognition of expense related to the fair value of stock option awards. The Company recognizes the cost of the share-based awards
on a straight-line basis over the requisite service period of the-award. Prior to January 1, 2006, the Company accounted for stock option plans under the
recognition and measurement provisions of Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees™ (“APB 25) and
related interpretations, as permitted by Statement of Financial Accounting Standard No. 123, “Accounting for Stock-Based Compensation” (“SFAS
1237). Effective January 1, 2006, the Company adopted the fair value provisions of FAS 123R, using the modified prospective transition method. Under
this transition method, compensation cost recognized during the period ended December 31, 2006 includes compensation cost for all share-based
payments granted prior to, but not yet vested as of January 1, 2006, based on the grant date m:.. value estimated in accordance with the c:m_nm_
provisions of SFAS 123, Results for prior periods have not been restated.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Through December 31, 2006, the majority of our recognized revenues were denominated in United States dollars and were primarily from
customers in the United States, and our exposure to foreign currency exchange rate changes has been immaterial. As described elsewhere in this report,
we are no longer actively marketing our products. Accordingly, we do not consider significant our exposure to foreign currency exchange rate changes
arising from revenues being denominated in foreign currencies.

Interest Rate Risk

The Company’s primary exposure to market risk is interest rate risk associated with our senior credit facilities. The Company has a long-term credit
facility that bears interest, at the Company’s election, at either (i} a rate equal to three month variable London Interbank Offer Rate (“LIBOR™), plus an
applicable margin ranging from 1.25% to 2.5%, depending on certain conditions, or (ii) an alternate base rate which will be the greater of (a) the Federal

2006 NET PERCEPRPTIONS FINANCIALS
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To the Board of Directors and Stockholders
Net Perceptions, Inc.
Stamford, Connecticut

We have audited the consolidated balance sheet of Net Perceptions, [nc. and subsidiaries as of December 31, 2006, and the related consolidated
statements of operations, stockholders’ equity and comprehensive income (loss), and cash flows for the year then ended. These financial statements are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasenable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Net
Perceptions, Inc. and subsidiaries as of December 31, 2006, and the results of their operations and their cash flows for the year then ended in conformity
with U.S. generally accepted accounting principles.

/sf McGladrey & Pullen LLP
McGladrey & Pullen, LLP
Stamford, Connecticut
March 29, 2007

2006 NET PERCEPTIONS FINANCIALS
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To the Board of Directors and Stockholders
Net Perceptions, Inc.
Stamford, Connecticut

equity and comprehensive income/(loss) and of cash flows for each of two years in the period ended December 31, 2005 present fairly, in all material
respects, the financial position of Net Perceptions, Inc. and its subsidiaries (the Company) at December 31, 2005, and the results of their operations and
their cash flows for each of the two years in the period ended December 31, 2005, in conformity with accounting principles generally accepted in the
United States of America. These financial statements are the responsibility of the Company’s management. Qur responsibility is to express an opinion
on these financial statements based on our audits. We conducted our audits of these statements in accordance with (he standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

|
In our opinion, the consolidated balance sheet as of December 31, 2005 and the related consolidated statements of operations, of stockholders’ 7

During the year ended December 31, 2004 the Company curtailed substantially all of its previous business operations as a provider ol marketing
solutions software.

/s/ PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Charlotte, North Carolina

March 31, 2006

2006 NET PERCERTIONS FINANCIALS
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CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

Predecessor Company(1)

January 1,
2006
Years Ended to Years Ended
December 31, December 31, December 31, QOctober 3, December 31, December 31,
2006 2005 2004 2006 2005 2004

{unaudited)

Revenues:
Product . . ....... .. ... ... ... .. ... . s 24,058 % — % 405 § 61625 % 64,404 § 45911
Service, maintenance and royalty. . . .. .. e 20 118 522 — — —
Totalrevenues. . . .................... 24,078 118 927 61,625 64,404 45911
Cost of revenues:
Product . . . . . e 19,801 — — 48,351 53.711 37,707
Service, maintenance and royalty. . . ..... ... .. — — 220 — — —
Total costofrevenues . ... .............. 19,801 — 220 48,351 53,711 37,707
Grossmargin . . ........ e e 4277 118 707 13,274 10,693 8,204
Operating expenses:, . . ... ...c...uroneon.no....
Sales and marketing . . . .. B 322 — — 912 959 1,027
Research and development . . .. ... .......... — — 250 — - —
General and administrative . . . .. .. .. .. ... - 3,889 553 2,428 1,597 1,817 1,488
Related party stock compensation . . ... ... .... 7,365 — — - — —
Restructuring related charges and impairments . . . — — €] — - —
Total operating expenses . . . . ... ......... 11,576 553 2,671 2,509 2,816 2,515
(Loss) income from operations. . . . ............ . (7.299) (435) (1,964) 10,765 7.877 5,689
Other income (expense):
Interestincome. .. ...................... 566 454 172 — — —
Interestexpense .. ...................... (775) (68) {(75) (507) 270) (252)

Management and loan guaranty fees. .. ... ... .. — — — (710) (323) 277)
Other income (expense). . ., . .............. (22) 256 1,806 (2,826) - 17
Total other income {expense),net . . .. ...... (231) 642 1,903 (4,043) (593) (512)
(Loss) income beforetaxes. ., ... ............ (7,530) 207 (61) 6,722 7,284 5,177
Provision for incometaxes. . ... ... ... .... 223 o — 211 36 165
Net (loss) income . ........ e $ (7,753 % 207§ (61) $ 6,511 $ 7228 % 5,012
Basic net (loss) income pershare . ... ... .. ... .. 3 (024) 3§ 0.01 3 0.00
Shares used in basic calculation., ... .......... 32,577 28918 28,574
Diluted net (loss) income pershare. . .. .. .... e 3 (0.24) 3 0.01 3 0.00
Shares used in diluted calculation .. .......... 32,577 33,438 28,574

(1) Because the Company had no operations at the time of the Concord Steel acquisition (see Note 1 and 16), Concord Steel is considered to be the “Predecessor” of the
Company for accounting purposes and, therefore relevant prior year financial information regarding the Predecessor has been presented herein.

See accompanying notes fo the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Predecessor Company{i)

Years Ended January 1, Years Ended
December December December Nu.wm December December
31, 31, M, October 3, 31, 31,
2006 2005 2004 2006 2005 2004
{unaudited)
Cash flows from operating activities:
Net (loss) income. . . .. .. e e $ (7.753) § 207 § 61) § 6,311 § 7,228 § 5,012
Reconciliation of net (loss) income to net cash provided by
operating actlivities: . ... ..... .. ... .. ...... e
Depreciation. . ... ..... e e 71 — — 414 443 387
Amortization . .................. 261 — — 3 4 4
{Recovery) provision for doubtful accounts. . ... .......... — — (22) i3 (20) 54
Gain on disposal of property and equipment ., ., .......... — — — — —_— (16)
Amortization of debt issuancecosts . .. ............. RN 60 29 49 — — -
Amortization of discount on notes payable . ... .. ... .. ce — 16 40 — — —_
Stock-based compensation. .. .. ... .. .. oL 330 77 245 — — —
Related party stock compensation. ... .................. 7.542 — — — — —_
Restructuring related charges and impairments. . ... ........... — — (7) — —~ —
Amortization of (discount) premium on investments, net ., ..., ... — (174) —_ — — —_—
Changes in assets and liabilities:
Accounts receivable. . . ... ... ... .. ... e 955 — 377 (5,930) (114) {2,206)
Inventory .. .......... o e (1,945) — — 312 (3,986) (3,922)
Prepaid expenses and other current assets . .. ... e (343) (83) 441 122 4n %)
Other assets. . . .. .. e e e e (172) — 35 -— — —
Accounispayable ... ... ... .. ... .. ... o L. 2,846 — —_ 3,408 988 1,669
Accrued expenses and other liabilities. . . . ............. (798) 176 {573) 51 385 454
Deferred revenue. . . .. e e — — (380) _— — —
Other liabilities . . .. .......... e — — (30 — _(588) 589
Net cash provided by operating activities, . ... ............... 1,054 248 114 4,904 4,293 2,016

See accompanying notes 1o the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

1. Organization

Net Perceptions, Inc. (“Company”) was initially established as a provider of marketing software solutions in 1996. In 2003, as a result of continuing
losses and the decline of its software business, the Company began exploring various strategic alternatives, including sale or liquidation, and ceased the
marketing and development of its marketing solutions software business in 2004. On April 21, 2004, the Company announced an investment into the
Company by Olden Acquisition LLC (*QOlden™), an affiliaie of Kanders & Company, Inc., an entity owned and controlled by the Company’s Non-
Executive Chairman, Warren B. Kanders, for the purpose of initiating a strategy to redeploy the Company’s assets and use its cash, cash equivalent
assets and-marketable securities to enhance stockholder value. As part of this strategy, on October 3, 2006, the Company, through its wholly-owned
subsidiary, SIG Acquisition Corp. (“SIG™), acquired the assets of CRC Acquisition Co. LLC (“CRC"); a manufacturer of steel counterweights doing
business as Concord Steel (“Concord™). With this initial acquisition, management is now focused on building a diversificd global industrial
manufacturing group through both organic and acquisition growth initiatives that are expected to complement and diversify existing business lines. As a
result, the Concord business is considered to be a predecessor company (“Predecessor”). Accordingly, relevant financial information regarding the
Predecessor, including financial statements as of and for the years ended December 31, 2005 and 2004 and the period from January 1, 2006 through
October 3, 2006 has been presented (see Note 16 for a more detailed explanation of the acquisition).

Concord is a leading independent manufacturer of steel counterweighis and structural weldments. Concord sells its products primarily in the United
States 1o original equipment manufacturers (“OEM™) of certain construction and industrial related equipment that employ counterweights which are
used to provide stability through counterweight leverage in the operation of equipment used to hoist heavy loads, such as elevators and cranes. The
counterweight market Concord targets is primarily comprised of OEMs within the (i} commercial and industrial construction equipment industry that
manufactures aerial work platforms, telehandlers, scissor lifts, cranes, and a variety of other construction related equipment and vehicles; and (ii) the
elevator industry, that incorporates counterweights as part of the overall elevator operating mechanism to balance the weight of the elevator cab and
load.

2. Summary of significant accounting policies

Basis of Presentation

The consolidated financial statements include accounts of the Company and its wholly-owned subsidiaries. All inter-company accounts and
transactions have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles in the United States of America requires
management to make estimates and assumptions that affect the reporied amounts therein. Management’s estimates are based on historical experience
and on various other assumptions that are believed to be reasonable under the circumstances. Estimates inherent in the preparation of the accompanying
consolidated financial statements include the carrying vaiue of long-lived assets, valuation allowances for receivables, inventories and deferred income
tax assets, liabilities for potential litigation claims and settlements, and potential liabilities related to tax filings in the ordinary course of business.
Management’s estimates and assumptions are evaluated on an on-going basis. Due to the inherent uncertainty involved in making estimates, actual
results may differ from those estimates.

2006 NET PERCEPTIONS FINANCIALS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

2. Summary of Significant Accounting Policies - (continued)

Concentrations of Credit Risk and Significant Customers

Financial instruments that potentially subject the Company to credit risk consist primarily of accounts receivable, The Company grants credit to
customers in the ordinary course of business. Revenues for 2006 were primarily from three major customers accounting for 38%, 10% and 9% of total
revenues, respeclively. Revenues for 2005 were primarily from three major customers accounting for 42%, 9% and 8% of total revenues, respectively.
Three customers accounted for 35%, 9% and 9% of total revenues for 2004. At December 31, 2006, outstanding accounts receivable from these
customners were $4 million.

Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with an original maturity of three months or less to be cash equivalents.

Marketable Securities

Marketable securities for the period ended December 31, 2005 consist of government notes and bonds. The Company accounts for its marketable
securities under the provisions of SFAS No. 1135, “Accounting for Certain Investments in Debt and Equity Securities”. Pursuant to the provisions of
SFAS No. 115, the Company has classified its marketable securities as available-for-sale. Available-for-sale securities have been recorded at fair value
and related unrealized gains and losses have been excluded from earnings and are reported as a separate component of stockholders” equity until
realized. The Company had no marketabie securities for the period ended December 31, 2006. At December 31, 2003, markeiabie securities had a fair
market value of $14.7 million with an amortized cost of $14.7 million and unrealized loss of $4 thousand.

Accounits Receivable

Accounts receivable consist of amounts billed and currently due from customers. The Company extends credit to customers in the normal course of
business and maintains an allowance for estimated losses resulting from the inability or unwillingness of customers to make required payments. The
accrual for estimated losses is based on its historical experience, existing economic conditions and any specific customer collection issues the Company
has identified. The allowance for doubtful accounts was $0 at December 31, 2006 and 2005. )

Inventories

Inventories are stated at the lower of cost or market using the first-in, first-out (“FIFO”) average cost method. Costs included in inventories consist
of materials, labor and manufacturing overhead, which are related to the purchase and production of inventories.

Property, Plant and Equipment

Property, plant and equipment are recorded at cost and depreciated over their estimated useful lives utilizing the straight-line method, The estimated
useful lives range from 3% years for buildings and improvements, 10 years for machinery and equipment, 7 years for office equipment and furniture and
5 years for transportation equipment. Depreciation expense was $0.1 million, $0.4 million and $0.4 million for the years ended December 31, 20086,
2005 and 2004, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

2. Summary of Significant Accounting Policies — (continued)

Research and Development

Research and development expenditures, which included sofiware development costs, were expensed as incurred. SFAS No. 86, “Accounting for
the Costs of Computer Software to Be Sold, Leased or Otherwise Marketed,” required the capitalization of certain software development costs once
technological feasibility was established, which the Company defined as the completion of a working model. The period between achieving
technological feasibility and the general availability of such software had been short and software development costs qualifying for capitalization were
insignificant. Accordingly, the Company did not capitalize any software development costs.

Income Per Share

Basic income per share is computed using net income (loss) and the weighted average number of common shares outstanding. Diluted income per
share reflects the weighted average number of common shares outstanding plus any potentially dilutive shares outstanding during the period. Patentially
_ dilutive shares consist of shares issuable upon the exercise of stock options, convertible notes, and restricted stock awards.

Comprehensive Income (Loss)

LI

Comprehensive income (loss), as defined by SFAS No. 130, “Reporting Comprehensive Income,” includes net loss and items defined as other
comprehensive income, SFAS No. 130 requires that items defined as other comprehensive income (loss), such as foreign currency translation
adjustments and unrealized gains and losses on certain investments in debt securities, be separately classified in the financial statements. Such
disclosures are included in the accompanying consolidated statements of stockholders’ equity and comprehensive income (loss).

Stock-Based Compensation

On January 1, 2006, the Company adopted Statement of Financial Accounting Standards No. 123 (revised 2004), “Share-Based Payment” (“FAS
123R™), requiring recognition of expense related to the fair value of stock option awards. The Company recognizes the cost of the share-based awards
on a straight-line basis over the requisite service period of the award, which is usually the vesting period. Priot to January 1, 2006, the Company
accounted for stock option plans under the recognition and measurement provisions of Accounting Principles Board Opinion No. 25, “Accounting for
Stock Issued to Employees” (“APB 25”) and related interpretations, as permitted by Statement of Financial Accounting Standard No. 123, “Accounting
for Stock-Based Compensation” (“SFAS 1237). Effective January 1, 2006, the Company adopted the fair value provisions of FAS 123R, using the
modified prospective transition method. Under this transition method, compensation cost recognized during the period ended December 31, 2006
includes compensation cost for all share-based payments granted prior to, but not yet vested as of January 1, 2006, based on the grant date fair value
estimated in accordance with the original provisions of SFAS 123. Results for prior periods have not been restated.

Recently Issued Accounting Pronouncements

In September 20006, the Securities and Exchange Commission issued Stafl’ Accounting Bulletin No. 108, “Considering the Effects of Prior Year
Misstatements when Quantifying Misstatements in Current Year Financial Statements” (“SAB 108”), which provides interpretive guidance on the
consideration of the effects of prior year misstatements in quantifying current year misstatements for the purpose of a materiality assessment. The
Company adopted SAB 108 in the fourth quarter of 2006. SAB 108 allows a one-time transitional cumulative effect adjustment to beginning retained
earnings as of January 1, 2006 for errors that were not previously deemed material, but are material under the guidance in SAB 108. The adoption of
SAB No. 108 did not have a material impact on our financial statements.

62 2006 NET PERCEPTIONS FINANCIALS




epL0l § P6O'PT §

ﬁhﬁnoﬂ Nmmnm— P IR L L L R M—N_HUuNE Bmm
m~N m—.o D R T T T T e P I ) wmuuo.ﬁﬂmlﬂmlxn—c?
.VWM m @w % e r e s e e a e e s e e a s e s e . mmuoom Umgmm—:n—
00T 92007
P ET T EEEY) B P £ L L ELET |
Auedwo)
1055203p3 g

1SMO[[0]
Se e §OQT ‘1§ 0quaoa(] je Aueduron) 108530apald oyl 10§ pue 9007 ‘| € Joquiaca(] 18 Aueduion) 91 JO S9AIRSaI A101UIAUT JO 12U ‘SILIOIUIAU]

SILLOJBIALY ‘P

*SO0T ‘1€ 12QuIa0a(] 18 SYIUOW 7| URL) SSI[ oI SIIIINIIS {[B JO SaNLImE Y

‘puesnoy)

$$ JO SSO] PSZI[EIUN UR YIIA UOI|IUE £ 1§ SEM §OOT ‘] € JOQUIS03(T JB $3ILINDIS 3[RISRITLI JO 1SOD PIZILIOUIR U], "UOL|IWL /' [§ JO SNJeA 1a)IBW J1e) B

)M SPUOQ PUE $IJOU JUSWIISAOT JO PAISISUOD SANLINDAS AQEISNIEW ‘GO0 ‘[ € J2qUWada(] 1V 'S21IIN03S 3]qelayrew Aue aaey jou pip Auediuo) a1 ‘9007
‘1€ 10quIada(] 1V "S[ES-I0)-3[(B|IRAR SE SAULINDAS d{qRIaNTeul s)I Jo [[& patjIsse[d sey Auedwon) oy ‘S [ 'ON SV.IS J0 suoisiaoid oY1 0) uensing

SN I[QEIYIB N €

*£00T Jo 1o1renb 1s11]
ay; w uonerardiayur sigy idope o1 uepd Apuaning pur SIUUI]EIS [BIOUBUL] INO UO g N Jo 1oedun oy Sunen[eas ApUalng aIe 9, "900Z ‘S 19quada(]
Jaye Suuuidaq s1eas [eIsi] J0J 2AND3]J2 218 §p NI JO suorsiaozd oy 'suonisod xe ur Ajurerisoun Joj Sununosde ayy saLe]d yoigm ‘(. 8¢ NId,,)

601 "ON Wawe1s SV Jo uolelaidiaul ue — s3¥e] 3Woau] Ul Aurentasun 10] Jununoady ‘g "oN uoneraidiayu] pansst gV 4 ‘9007 A[n[ Ul

- ‘piepue)s SIf

Jo uondope ay) wozj syusWE)s [groURUY §) 01 1oedwr [eparew Aue edonue jou saop uoneiodio)) oy, “sreak {BISI] 250Y) UNf)im spouad wiuaul pue

‘1007 ‘ST Jaquiasopn 1oye Sutuurdaq sieas [edsi) 10 panss] SJUSLIRIE)S [BIDURUL] 10 JA1199]J3 SI JUILIIE]S SIY ], "SIDUBISIWINIID mau AUE UL aNJBA IIEJ JO

ash ay puedxa 10U S20p INQ AN[RA JIBJ JB PIINSEIW 34 0) SANI[IqR]] Jo s1esse (Nwiad 10) annbai sprepuels Joyio Joasuaym sordde prepurs ay [, “sBututes

UO SIUDILISINSEIW 3NJRA JIR] JO J03j]2 2YI PUE ‘3N[BA JIEJ INSESLU 01 PIsn UOHBULIOJUT 241 *aN[BA IIBJ 1€ SNI[IqRl] pUe S13sSE ainseaw satuedwod yorym

01 Ju3)xa a1 SurpreSar aInso[osip jo Junowe 3] spuedxa os[e plepueIs U [ "SANI[IGR]] PUE $IISSE 2INSE3WT O} anfeA Jej Fuisn 10) 3ouepIng paoueyus
sapiaocid Yo1ym  SIUMWAINSEIN Anfe A HE.,, £S] 'ON SV.IS pansst (, gSVd,,) pleog splepuls Fununoddy [RIDUBRUL] 21) ‘9007 faquiajdag uf

(panunuod) - saRiod SUNUNCIIV JUBMJIUGIS Jo AJpWNING °7

$007 PUE S00T ‘9007 ‘1€ 12qu3daq
SINAWALVLS TVIDONVNIA QALVAITOSNOD HHL Ol SALON

"ONI ‘SNOLLdADYAd LAN




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

5. Property, Plant and Equipment

Property, plant and equipment, net of the Company as of December 31, 2006 and for the Predecessor Company at December 31, 2005 are as

follows:
Predecessor
Company
December 31, December 31,
2006 2005

Land. ... 3 356§ 96
Building and improvements . .. .. .. ... .. ... ... .. 883 495
Machinery and equipment. . . .. .. ... ... 1,514 4,217
Officeequipment. . ... ... ... . ... c.... 196 238
Transportation equipment. . ... . ... ... ... e e 364 123
Construction M PrOgreSS. - . . . vttt st e it e st s e e e 537 —
3,844 5,169
Less: Accumulated depreciation . . ... ... e (71) (1,293)
Property, plant and equipment, net. . . ... ............ ... .. N $ 3,773 § 3,876

6. Intangible Assets

As part of the acquisition of Concord, the Company allocated a portion of the purchase cost to intangible assets consisting of trade names, customer
relationships and non-compete agreements. These intangible assets are amortized over their expected useful lives which are between 3 and 12 years
using the straight-line method (see Note 16 for further explanation of the acquisition).

Other intangible assets, net of amortization at December 31, 2006 are as follows:

December 31, 2006
Accumulated
Gross Ameortization Net

Intangibles subject to amortization:

Customer relationships . . .. .. e, B12399 3 (258) $12,141 12yrs

Non-compete agreements .. ... ..........overer..., 37 3) 34 3yrs
Intangibles not subject to amortization:

Tradename .............. 9,397 — 9,397
Intangibles, net. . .. ... ... . $21,833 § (261) $21,572
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

8. Long-term Debt and Notes Payable — (continued)

availability under the Revolving Facility of approximately $6.7miltion. There were no amounts drawn under the capital expenditure facility at the time
of closing of the credit facility nor were there any amounts drawn down prior to March 3, 2007. At December 31, 2006, the outstanding balance from
the revolving credit facility amounted to $3.3 million with $5.1 million available in additional borrowings net of $1.6 million in outstanding letters of
credit. The balance under the term loan at December 31, 2006 was $28.0 million, of which $3.5 million is classified as current and $24.5 million is
classified as long-term. During the period ended December 31, 2006 and as of March 3, 2007 the Company was in compliance with all covenants under
the credit facility.

Borrowings under the Credit Agreement will bear interest, at the Company's election, at either (i) a rate equal to London Interbank Offer Rate
(“LIBOR™), plus an applicable margin ranging from 1.25% to 2.5%, depending on certain conditions, or (ii) an alternate base rate which will be the
greater of (a) the Federal Funds rute plus 0.5% or (b) the prime rate publicly announced by the Agent as its prime rale, plus, in both cases, an applicable
margin ranging from 0% to 1.0%, depending on certain conditions. At December 31, 2006, the applicable interest rate for the outstanding borrowings
under the Credit Agreement was 7.87%.

The Credit Agreement is guaranteed by the Company and its direct and indirect subsidiaries and is secured by, among other things, (a) (i) all of the
equity interests of S1G’s subsidiaries and (ii} a pledge of all of the issued and outstanding shares of stock of SIG by Net Perceptions and (b} a first
priority perfected security interest on substantially all the assets of the Company and its direct and indirect subsidiaries pursuant to a guaranty and
coltateral agreement dated October 3, 2006 and delivered in connection with the Credit Agreement (the “Guaranty Agreement”). In addition, LaSalle
acting as the Agent, for the benefit of the lenders, has a mortgage on ali owned rcal estate of the Company and its direct and indirect subsidiaries, as well
as deposit account control agreements with respect to funds on depasit i bank accounts of the Compairy and its direct and indireet subsidiaries.

The Company is exposed to interest rate volatility with regard to existing issuances of variable rate debt. Primary exposure includes movements in
the U.S. prime rate and LIBOR. The Company uses interest rate swaps to reduce interest rate volatility. On January 2, 2007, the Company entercd into
an interest rate protection agreement that has approximately $14 million of interest rate swaps fixing interest rales between 5.0% and 5.8%.

On April 21, 2004, the Company closed on an investment into the Company by Olden Acquisition LLC (“Olden™), an affiliate of Kanders &

Company, Inc., for the purpose of initiating a strategy to redeploy the Company’s assets and use the Company’s cash,'cash equivalent assets and
marketable securities to enhance stockholder value. The Company issued and sold to Olden a 2% ten-year Convertible Subordinated Note, which is
convertible after one year (or earlier upon a call by the Company and in certain other circumstances) at a conversion price of $0.45 per share of
Company common stock into approximately 19.9% of the outstanding common equity of the Company as of the closing date. Proceeds to the Company
from this transaction totaled approximately $2.5 million before transaction costs of $0.3 million. The transaction costs are being amortized over ten
years, the term of the debt. Interest on the note accrues semi-annually but is not payable currently or upon conversion of the note. The note matures on
April 21, 2014. The convertible subordinated note was deemed to include a beneficial conversion feature. At the date of issue, the Company allocated
$0.1 million to the beneficial conversion feature and amortized the beneficial conversion feature over one year (the period after which the note is
convertible). As of December 31, 2005, zero remained to be amortized of the note discount due to the beneficial conversion feature. Also in connection

ﬂ with this transaction, the Company entered into a Registration Rights Agreement (the “Rights Agreement”), which requires the Company, upon request
of the purchaser of the note or its assignee, to register under the Securities Act of 1933, as amended, the resale of the shares of common stock into which
the note is convertible. In connection with this transaction, the Board of Directors adopted an amendment to the Company’s Rights Agreement such that

_ the transaction would not trigger the rights thereunder. As of December 31, 2006 and 2005, respectively, the outstanding balance on the note payable
amounted to $2.5 million and is classified as long-term debt.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

9. Per Share Data — (continued)

The following table shows the computation of the Company’s basic and diluted earnings per share for the years ended December 31, 2006, 2005
and 2004,

December 31,

2006 2005 2004
Basic (Yoss) income per share calculation:
Net (loss) income . ................ e, 8(753) 8 207§ (61)
Weighted average common shares—basic....................... 32,577 28,918 28,574
Basic net (loss) incomepershare .. ............ ... .. .. £ (0.2 § 0.01 $ 0.00
Diluted (loss) income per share calculation:
Net{loss) income . ... ... .. ... . .. ... . . (7,753 § 207 3 (61)
Weighted average common shares—basic. . ..................... 32,577 28,918 28,574
Effect of dilufive stockoptions. . .. ...... ... ... ... .o ... — 47 —
Effect of restricted stock awards. . . ... e e — 252 —
Effect of convertiblenote. . . ... ... — 4,221 —
Weighted average common shares —diluted., .. .. .. ............... 32,577 33,438 28,574
Diluted net (loss) income pershare. .............. e 5 (024 5 001 5 0.00

10. Income Taxes

The Company files a consolidated federal income tax return with its wholly-owned subsidiaries. The components of income tax expense are as
follows (in thousands):

For The Years Ended
December 31,

2006 2005 2004

Current:
Federal . ....... ... . $ — 5 — —
State .. ........ ... ...... e e 223 — —
§ 223 % — 3 —

2006 NET PERCEPTIONS FINANCIALS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

11. Employee Benefit Plan

The Company sponsors a 401(k) Plan (the “Plan™), covering substantially all employees of the Company. Under this Plan, eligible employees who
elect to participate in the Plan may contribute between 2% and 20% of eligible compensation (as defined therein) to the Plan. The Company made
matching contributions of approximately $0.1 million for the year ended December 31, 2006 and $0 million for the years ended December 31, 2005 and
2004, respectively.

12. Stockholders® Equity

The Company is authorized to issue two classes of stock designated as common and preferred. As of December 31, 2006, the total number of shares
that the Company was authorized to issue was 105,000 shares, of which 100,000 were common stock and 5,000 were preferred stock.

Stock Option Plans

Ln April 2000, the Company’s Board of Directors adopted the 2000 Stock Plan (the “2000 Plan™), which provides for the issuance of non-qualified
stock options to employees who are not officers. The options allow the holder to purchase shares of the Company’s common stock at fair market value
on the date of the grant. The total number of options available for future grants under the 2000 Plan was 490 at December 31, 2006. Stock options
granted under the 2000 Plan typically vest over three years and generally expire ten years from the date of grant.

In February 1999, the Company’s Board of Directors adopted the 1999 Equity Incentive Plan (the “1999 Plan™), which provides for the issuance of
both incentive and non-qualified stock options. The options allow the holder to purchase shares of the Company’s common stack at fair market value on
the date of the grant. For options granted to holders of more than 10% of the outstanding common stock, the option price at the date of the grant must be
at least equal to 110% of the fair market value of the stock. During fiscal year 2003, 1,000 options were granted under the 1999 Plan. Each year,
beginning January 1, 2000 and ending January 1, 2002, the number of shares of common stock reserved for issuance under the 1999 Plan will, in
accordance with the terms of the 1999 Plan, be increased automatically by the lesser of 5% of the total number of common shares then outstanding or
1,500 shares. Accordingly, the number of shares of common stock reserved for issuance under the 1999 Plan increased by 0 and 1,356 shares in 2003
and 2002, respectively. The total number of options available for future grants under the 1999 Plan was 1,090 at December 31, 2006 and 1,846 at
December 31, 2005. Stock options granted under the 1999 Plan typically vest when performance conditions are met or over three years and generally
expire ten years from the date of grant.

Stock compensation expense recorded in general and administrative expense category within operating expenses in 2006, 2005 and 2004, was
30.4 million, $0.1 million and $0.2 million, respectively.

The Company estimates the fair value of our option awards granted after January 1, 2006, using a Black-Scholes option pricing model, The
expected life of the options pranted is management’s estimate and represents the period of time that options granted are expected to be outstanding. The
Company currently docs not pay dividends. Volatility is based on the historical volatitity of our stock price. The risk-free interest rate for periods within
the contractual life of the option is based on the U.S. Treasury yield curve in effect at the time of grant. Qutstanding options, consisting of incentive and
non-qualified stock options, generally vest and become exercisable over a one to three year period from the date of grant. The outstanding options
generally expire ten years from date of grant or upon retirement from the Company and are contingent upon continued employment during the
applicable ten-year period. The following assumptions were utilized for the options granted during the years ended as of December 31, 2006, 2005, and
2004.

2006 NET PERCERFTIONS FINANCIALS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

12. Stockholders’ Equity — (continued)

A summary of the status of the Company’s non vested shares as of December 31, 2006, and changes during the year ended December 31, 2006, is

presented below:

Weighted-

Average
Shares Grant Date

Nonvested Shares {000) Fair Value
Nonvested at January 1, 2006 . . 310§ 054
Granted . . . ... e e e 506 § 1.44
Vested. . ........ (356) 077
Forfeited . ... ... ... ............ — —
Nonvested at December 31,2006, . ..... . ........... e 460 § 1.35

As of December 31, 2006, there were $0.6 million of total unrecognized compensation cost related to nonvested share-based compensation
arrangements granted under the Plans. The cost is expected to be recognized over a weighted-average period of 1 year. The total fair value of the shares
vested during the years ended December 31, 2006, 2005, and 2004 was $7.7 million, $0.1 million, and $0.2 million, respectively.

A summary of the activity under the performance plans as of December 31, 2006, and changes during the year then ended is present below:

Average Remaining Intrinsic

Shares Exercise Contractual Value
Performance Options {000} Price Term {3000)
Qutstanding at January 1,2006. ... ................ e —
Granted. .. ... .. .. e e e 1,371 § 081
Exercised ....... e e e e e e e —
Forfeitedorexpired . .. ................... e —
Outstanding at December 31,2006 ... ................ e 1,371 § 0381 9.75 § 2255
Vested or expected to vest at December 31, 2006, . . .. e — — — 3 —
Exercisable at December 31, 2006. . . . .. e e — 5 — — 3 —

The weighted-average grant-date fair value of options granted during the years 2006, 2005, 2004 was $1.1 million, $0, and $0, respectively. The
total intrinsic value of options exercised during the years ended December 31, 2006, 2605, and 2004 was S0 for all three years. As of December 31,
2006, there was $1.1 million of total unrecognized compensation cost related to nonvested share-based compensation arrangements granted under the
performance ptans that may be recognized over a period of three years if performance conditions are met.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

12, Stockholders® Equity — {continued)

amount equal to the then current exercise price of the Right divided by one half the market price of the Acquiring Person’s common stock. At any time
until ten days following a Stock Acquisition, the Rights are redeemable by the Company’s board of directors at a price of $.01 per Right. The Rights
have no voting privileges. The Rights will terminate upon the earlier of the date of their redemption or ten years from the date of issuance.

On December 22, 2003, the Company’s Board of Directors adopted an amendment to the Rights Agreement. The amendment provides, in effect,
that the rights issued under the Rights Agreement will not be separately distributed to the Company’s stockholders and become exercisable solely as a
result of the commencement of a tender offer or cxchange offer for all outstanding shares of the Company's common stock, In addition, the amendment
provides that the rights will not *{lip-in” and entitle a holder to purchase shares of the Company’s common stock at a discount upon consummation of
such an offer that results in the bidder beneficially owning at least 85% of the outstanding shares of the Company’s common stock, excluding for
purposes of determining the number of shares of commen stock outstanding those shares owned by directors who are aiso officers of the Company and
shares owned by stock plans sponsored by the Company in which Company employee participants do not have the right to determine confidentially
whether shares of Company common stock held subject to such stock plan(s) will be tendered in a tender offer or exchange offer. Also, pursuant to the
amendment, the rights will not be triggered by a subsequent merger of the Company with such a bidder in which the Company’s stockholders receive
the same consideration as was paid or issued in the tender offer or exchange offer. The amendment was intended to remove the Rights Agreement as an
impediment to a bidder completing its offer and a subsequent merger, while also affording protection to stockholders who did not tender their shares in
the bidder’s first-step tender or exchange offer, if the helders of a substantial majority of the Company’s stock elected to accept the bidder’s offer. The
amendment also clarified that stockholders who entered into voting agreements or understandings solely regarding voting on the plan of liquidation
wotuld not be deemed, for purposes of the Rights Agreement, to beneficially own the shares owned by the other parties to such agreements or
understandings, This aspect of the amendment was intended to allow stockholders to freely consult with one another. form groups, and enter into
agreements, with respect to voting at the special meeting on the plan of liquidation, without triggering the rights under the Rights Agreement. However,
since the plan of liquidation did not receive the requisite stockholder vote required for approval, this aspect of the amendment is no longer applicable.

On April 21, 2004, in connection with closing of the Olden investment, the Company’s Board of Directors adopted an amendment to the
Company’s Rights Agreement such that the transaction would not trigger the rights thereunder. Additionally, on Scptember 22, 2006, in connection with
the Company entering into an equity compensation agreement with Kanders & Company, Inc., the Company’s Board of Directors adopted an
amendment to the Company’s Rights Agreement such that the transaction would not trigger the rights thereunder.

Restricted Stock

On October 3, 2006, in connection with the acquisition of the assets of Concord, the Company entered into an employment agreement with
Mr. Paul Vesey, who will serve as president of SIG, the Company’s wholly-owned subsidiary which carried out the acquisition. Under the employment
agreement, Mr. Vesey received a restricted stock award under the Company’s 1999 Equity Incentive Plan, of which 11,765 shares are tully vested, and
147,059 shares will vest if the Company achieves, in the fiscal year ending December 31, 2007, (i) revenue of $20.0 million, (ii) gross profit of at least
$18.6 million, or {iti) EBITDA of at least $14.8 million. The aggregate value of the award was $0.3 million, which was based upon the Company’s
closing stock price of $1.80 per share on October 3, 2006, the date of the grant.

On October 3, 2006, in connection with the acquisilion of the assets of Concord, the Company entered into an employment agreement with a key
employee (“employee”). Under the employment agreement the employee has received a restricted stock award under the Company’s 1999 Equity
Incentive Plan, of 147,059 shares that will vest if the Company achieves, in the fiscal year ending December 31, 2007, (i) revenue of $90.0 million or
(ii) gross profit of at least $18.6 million. The aggregate value of the award was $0.3 million, which was based upon the Company’s closing stock price
of $1.80 per share on October 3, 2006, the date of the grant,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

13. Commitments and Contingencies

The Company’s corporate headquarters is currently located in Stamford, Connecticut, where it occupies space made available at no cost by Kanders
& Company, Inc., an entity owned and controlled by the Company’s Non-Executive Chairman, Warren B. Kanders. This arrangement is subject to
termination at any time.

As of December 31, 2006, future minimum lease payments under non-cancelable operating leases are as follows:

Operating

Leases

2007 . e e $ 648
2008 . .. e e 656
2009 .. e 663
2010 . e 669
211 676
Thereafter . .. ... ... . . . . . 3,566
Total . .. .................. $ 6,878

Rent expense totaled $0.2 million for the year ended December 31, 2006 and $0 for the years ended December 31, 2005 and 2004,

Contingencies

Except as set forth below, the Company is not a party to nor are any of its properties subject to any pending legal, administrative or judicial
proceedings other than routine litigation incidental to our business.

Public Offering Securities Litigation

On November 2, 2001, Timothy J. Fox filed a purported class action lawsuit against the Company, FleetBoston Robertson Stephens, Inc., the lead
underwriter of the Company’s April 1999 initial public offering; several other underwriters who participated in the initial public offering; Steven J.
Snyder, the Company’s then president and chief executive officer; and Thomas M. Donnelly, the Company’s then chief financial officer. The lawsuit
was filed in the United States District Court for the Southern District of New York and was assigned to the pretrial coordinating judge for substantially
similar lawsuits involving more than 300 other issuers. An amended class action complaint, captioned In re Ner Perceptions, Inc. Initial Public Offering
Securities Litigation, 01 Civ. 9675 (SAS), was filed on April 22, 2002, expanding the basis for the action to include allegations relating 1o the
Company’s March 2000 follow-on public offering in addition to those relating to its initial public offering. The action against the Company was
thereafter coordinated with the other substantially similar class actions as In re Initial Public Offering Securities Litigation, 21 MC (SAS) (the
“Coordinated Class Actions”).

The amended complaint generally alleges that the defendants violated federal securities laws by not disclosing certain actions taken by the
underwriter defendants in connection with the Company’s initial public offering and follow-on public offering. The amended complaint alleges
specifically that the underwriter defendants, with the Company’s direct participation and agreement and without disclosure thereof, conspired to and did
raise and increase their underwriters’ compensation and the market prices of the Company’s common stock following its initial public offering and in its
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

15. Related Party Transactions — (continued)

On September 22, 2006, the Company entered into a five-year consulting agreement (the “Consulting Agreement”) with Kanders & Company,
which became effective as of the closing of the Concord Acquisition (as described in Note 16) on October 3, 2006. In addition, effective with the
closing of the Concord Acquisition, Mr. Kanders resigned as Executive Chairman of the Company’s Board of Directors upon being nominated and
clected to the position of Non-Exccutive Chairman of the Board of Directors. The Consulting Agreement provides that Kanders & Company will render
investment banking and financial advisory services to the Company on a non-exclusive basis, including strategic planning, assisting in the development
and structuring of corporate debt and equity financings, introductions to sources of capital, guidance and advice as (o (i) potential targets for mergers
and acquisitions, joint ventures, and strategic alliances, including facilitating the negotiations in connection with such transactions, (ii) capital and
operational restructuring, and (iii) shareholder relations.

The Consulting Agreement provides for Kanders & Company to reccive a fec cqual of (i) $0.5 million in cash per year during the term of the
Consulting Agreement, payable monthly, and (ii) 1% of the amount by which the Company’s revenues as reported in the Company’s Form 10-K, or if
no such report is filed by the Company, as reflected in the Company’s audited financial statements for the applicable fiscal year, exceeds $60.0 million,
payable in shares of common stock of the Company (the “Stock Fee™) valued at the weighted average price of the Company’s Common Stock for the
applicable fiscal year. Upon a “change-in-control” (as defined in the Consulting Agreement), Kanders & Company will be entitied to a one-time lump
sum cash payment equal to three times the average amount Kanders & Company received during each of the two fiscal years preceding such “change-
in-control,” subject to certain limitations as set forth in the Consulting Agreement. Upon the death or permanent disability of Mr. Kanders, the Company
has agreed to make a one-time lump sum cash payment to Kanders & Company equal to that amount Kanders & Company would be entitled to receive
upon a “change-in-control”. Upon payment of the amounts due to Kanders & Company either upon the occurrence of a “change-in-control”, or upen the
death or permanent disability of Mr. Kanders, the Consulting Agreement will terminate. For the three months ended December 31, 2006, the Company
paid Kanders and Company $0.1 million and accrued and additional amount of $0.1 million related to the consulting agreement.

During the years ended December 31, 2006 and 2005, the Company reimbursed Clarus Corporation (“Clarus™) an aggregate of $65,000 and
$35,000 for telecommunication, professional and general office expenses which Clarus incurred on behalf of the Company. Warren B. Kanders, our
Non-Executive Chairman, also serves as the Executive Chairman of Clarus.

On April 21, 2004, the Company closed on an investment into the Company by Qlden Acquisition LLC (“Olden™), an affiliate of Kanders &
Company, Inc., for the purpose of initiating a strategy to redeploy the Company’s assets and use the Company’s cash, cash equivalent assets and
marketable securities to enhance stockholder value. The Company issued and sold to Olden a 2% ten-year Converlible Subordinated Note, which is
convertible after one year (or earlier upon a cail by the Company and in certain other circumstances) at a conversion price of $0.45 per share of
Company common stock into approximately 19.9% of the outstanding common equity of the Company as of the closing date. Proceeds to the Company
from this transaction totaled approximately $2.5 million before transaction costs of $0.3 million. The transaction costs are being amortized over ten
years, the term of the debt. Interest on the note accrues semi-annually but is not payable currently or upon conversion of the note. The note matures on
April 21, 2014. The convertible subordinated note was deemed 1o include a beneficial conversion feature. At the date of issue, the Company allocated
$0.1 million to the beneficial conversion feature and amortized the beneficial conversion feature over one year (the period after which the note is
convertible). As of December 31, 2006, zero remains to be amortized of the note discount due to the beneficial conversion feature. Also in connection
with this transaction, the Company entered into a Registration Rights Agreement, which requires the Company, upon request of the purchaser of the
note or its assignee, to register under the Securities Act of 1933, as amended, the resale of the shares of common stock into which the note is
convertible. In connection with this transaction, the board of directors adopted an amendment to the Company’s Rights Agreement such that the
transaction would not trigger the rights thereunder. As of December 31, 2006 and 2005, respectively the outstanding balance on the note payable
amounted to $2.5 million and is classified as long-term debt.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006, 2005 and 2004

16. Acquisition — (continued)

As a result of this business combination, the Company asscssed the impact of Concord’s operations in the determination of its required valuation
allowance for deferred tax assets. As a result of this assessment, the Company reduced its deferred tax valuation allowance by approximately $8 million.
As a result of the Company’s estimated deferred tax asset valuation, goodwill was eliminated and intangible assets were reduced by $2.6 million.

The following unaudited proforma consclidated resulis are presented to show the results on a proforma basis as if the 2006 acquisition of Concord
had becn completed as of January 1, 2005.

Years Ended December 31,

2006 2005
Net(Joss)income ....... ... ... ... ... .......... $ (1,461) $ 3,550
Basic net (loss) income pershare:. . ................ $ o4y § 011
Diluted net (loss) income pershare. ................ ¥ (004) § 0.10

Pro Forma Results including historical financial statements and footnotes of Concord were included in the Company’s amended Current Report on
Form 8-K/A filed with the Security and Exchange Commission on December 18, 2006.
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Item 10. Directors and Executive Officers of the Registrant and Related Stockholder Matters
Information regarding executive officers is included in Part I of this Form 10-K as permitted by General Instruction G (3).

The Company has adopted a code of ethics that applies to its principal executive officer and principal financial officer, and to all of its other
officers, directors and employees. The code of ethics may be accessed at www.netperceptions.com, our Internet website, at the tab “Corporate
Governance”. The Company intends to disclose future amendments to, or waivers from, certain provisions of its code of cthics, if any, on the above
website within four business days following the date of such amendment or waiver.

Other information required by Item 10, including information regarding directors, membership and function of the audit committee, including the
financial expertise of its members, and Section 16(a) compliance, appearing under the captions “Election of Directors”, “Information Regarding Board
of Directors and Commitiees” and “Other Matters” Security Ownership of Certain Beneficial Owners and Management in our Proxy Statement used in
connection with the 2007 Annual Meeting of Stockholders, is incorporated herein by reference.

Item 11. Executive Compensation

The information set forth under the caption “Executive Compensation” in our Proxy Statement used in connection with our 2007 Annual Meeting
of Stockholders, is incorporated herein by reference.

Item 12. Security Ownership Of Certain Beneficial Owners And Management

The information set forth under the caption “Principal Stockholders™ in our Proxy Statement used in connection with our 2007 Annual Meeting of
Stockholders, is incorporated herein by reference.

Item 13. Certain Relationships And Related Transactions

The information set forth under the caption “Certain Relationships and Related Transactions” in our Proxy Statement used in connection with our
2007 Annual Meeting of Stockholders, is incorporated herein by reference.

Item 14, Principal Accountant Fees And Services

The information set forth under the caption “Principal Accountant Fees and Services” in our Proxy Statement used in connection with our 2007
Annual Meeting of Stockholders, is incorporated herein by reference.

2006 NET PERCEPTIONS FINANCIALS




(9007 ‘87 1oquadag uo uorssiwwo ) 2JueyIxXy pue SLINIAS Y Yua pI[y Hq-§ uuo uo yoday waun) ane 0y ['Q] HQIYxT se ps{iy)

9007 ‘7 Jequadag Jo se paiep “oul ‘Auedwor) % s1apue)y pue -ou| ‘suondadiag 1aN ussmiaq pue Aq wdwasaady uonesuadwos Aunby 101
(9007 ‘¥ Aep uo OISSILIWO) STUBYIXNY PUR SN Y Y Pa[l) H-§ U0 uo poday

JUALINT) INC 01 [°Q| NqIyxs Se pajy) ‘wayy “J (81N pue auj ‘suondading 19N uam1aq ‘9007 ‘1 A JO St parep uawiaaidy wawiodug *£1°01

(1 1) wawaady uond( yo01§ ugld ¥201§ OOT du| ‘suondasiad 1aN JO uoq 21701

([ 1) wawady uond() ¥201g ue[d aanuasu| Ainbg geel U] ‘suondariag 13N jo w0 1101

(01) v10T *1Z 14dy anQg 210N P3IRUIPIOQNS I]QIUIAUCT %T +01°01

(7) uondudsa( ue[d AleWIUING pUB UB[J J2UBIIAIS [onuo)) ui 3Suey) +601

(6) ueld H201$ 0007 +8°01

"(7) ueld 2seydIng }o015 2aA0jdwy +501

(8) 1007 ‘z Hdy ySnonp papusuwe se ‘uejd uond() 1010211 sshojdwg-uoN 661 paieIsay pue papudwy « 701

‘(2) ueld aanuasug Kinby 6661 «£°0l

(2) ue|d HOIS 9661 4

‘(7) s12013]0 pue SI01931p S) puE “duJ ‘suondadiag 19N U33MIIQ O1UI PAIANUI JUSWIIITY UONEIIJIUWAPU] JO W0 «1°01
'(9) (01213Y ¢'p NQUYXY s P3|l WAWITY SIYARY 3 01 g NqIYXT Se PAYDENE) LIPS SIYTY Jo w0y L'y
(9) (ma12y ¢ Nquyxy
se paty wawaId v SIYBrY 241 01 v NQIYXT Se paydeiie) yo01§ pai1ajaad Sunedonied Jounf v sauss Jo uoneudisa(g Jo 21Bd1J111a0) JO W0 9t
(L) €007 ‘7z 12qwooaQ JO se palep JuswaTy sIY1y 01 [ "ON JUsWpUdLY St
*(9) 1123 v s1y3ry se ‘erosouuipy yueq oIed S[joA pue -2uf ‘suondasiag 19N UmMIaq UDWIATY SIYTry 't
‘() (puaBan juswsaady s1yTry Suipnjour) JE1JIIAD HO0IS UOWWOD udadg £y
*(Z) 21B51J11132 01§ UOWILLOD UaWIdadg ras”
() PAPUSIE SE ‘UIBISL) PALUIRY SISPUNDJ [t
PUE S10183AUL 24 pue -2uf ‘suondadiag yoN Fuowe ‘L1661 ‘g1 13QUAA(] paiep “WUBWAAIBY SIYSLY S,J01SIAU[ PAILISTY pUE papuswy
(#) £00Z “s 1n3ny ySnouay) papuawie se smejAg paIeisay pue pspuswy s

‘(¢) wonerodiosu] Jo 1RIILISY) PALLISY PUE PAPUSWY 1 O} JUAWPUAWY JO e (QIE
(Z) uoneiodioduf Jo 33edI)11197) PAILISHY pue papuawy (B¢
(1) $00Z ‘1€ yarep

uo papuswe se “ouf ‘suondadiad 1aN pue 1T MO[4 21B(] Faa(ey L ueamiaq ‘€007 ‘0 12qUiana(] paiep “uawaaify aseyaingd usjey [T
uvopdrissag aquinn
nqryxy

-0 wloyg uo poday [enuuy styy jo ued se pajy Agasay a1e suqiyxg Suimoljof 2y ¢

‘wodai sy ut papopul

012121} $I10U IO S)ULIEIG [EISUBUL PIBP|OSUO]) 2Y) Ul UMOYS §1 Jo s[qearjdde jou s1 u1a124) Y1I0J 195 2q 01 pasinbar uornewIofUr 3] "patinbal
10U are uoISSUUWO)) afurydxy pue sanunag Ay Jo suone ndar Fununodoe ajqestjdde a1 ur apew s1 uoisiacad Y21 m JOJ SINPAYIS ||V '

-01 wHoy
SR JO [ Med JO § WaY] JapUn SIUaWIIe)S [RISUEUL] PIIEPI[OSU0)) O) Xapu[ 3} uo p)si] 21w 1iodas siyp Jo 1ed se pajl) s1uawales JeIauesulf oy, °|

SIUAUIAIEIS |RIouUBULy (B)

SINPIYIS JUIWI)EIS [EIDURULY ‘SHQIYXF ‘S| Wa)]

Al LY4Vd

- - JANIE R= )\ v/




84

10.15*

10.16*

10.17*

10.18*

10.19*

10.2

i0.21

10.22

10.23

10.24

10.25%

10.26

10.27
10.28
10.29
10.30
1031*%
10.32**

21.1**
23.1

Consulting Agreement by and between Net Perceptions, Inc. and Kanders & Company Inc., dated as of September 22, 2006 (filed as
Exhibit 10.2 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on September 28, 2006).
Employment Agreement by and between Net Perceptions, Inc. and Albert Weggeman, dated as of September 22, 2006 (filed as Exhibit
10.3 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on September 28, 2006).

Restricted Stock Award Agreement dated as of September 22, 2006, between Net Perceptions, Inc., and Mr. David A. Jones re Restricted
Stock Award under 1999 Equity Incentive Plan (filed as Exhibit 10.4 to our Current Report on Form 8-K filed with the Securities and
Exchange Commission on September 28, 2006).

Restricted Stock Award Agreement dated as of September 22, 2006, between Net Perceptions, Inc., and Mr. Nicholas Sokolow re
Restricted Stock Award under 1999 Equity Incentive Plan (filed as Exhibit 10.5 to our Current Report on Form 8-K filed with the
Securities and Exchange Commission on September 28, 2006).

Credit Agreement dated October 3, 2006, between the SIG Acquisition Corp. and Lasalle Bank National Association, as agent, and the
lenders named therein (filed as Exhibit 10.1 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on
October 10, 2006).

Guaranty and Security Agreement dated October 3, 2006, among Net Perceptions, Inc., SIG Acquisition Corp., and Lasalie Bank National
Association, as agent, and the lenders named therein (filed as Exhibit 10.2 w our Current Report on Form 8-K filed with the Securities and
Exchange Commission on October 10, 2006).

Form of Revolving Note (filed as Exhibit 10.3 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on
October 10, 2006). :

Form of Term Note (filed as Exhibit 10.4 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on
October 10, 2006).

Form of Capital Expenditures Note (filed as Exhibit 10.5 to our Current Report on Form 8-K filed with the Securities and Exchange
Commission on October 10, 2006).

Form of Swing Loan Note (filed as Exhibit 10.6 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on
Octaber 10, 2006).

Employment Agreement dated as of October 3, 2006, between the Company and Paul Vesey (filed as Exhibit 10.7 to our Current Report on
Form 8-K filed with the Securities and Exchange Commission on QOctober 10, 2006).

Assct Purchase Agreement among the Company, SIG Acquisition Corp. and CRC Acquisition Co. LLC dated as of September 22, 2006
(without exhibits) (filed as Exhibit 10.8 to our Current Report on Form 8-X filed with the Securities and Exchange Commission on
Octaber 10, 2006).

Stock Purchase Agreement between the Company and CRC Acquisition Co. LLC dated as of October 3, 2006 (without exhibits) (filed as
Exhibit 10.9 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on Qctober 10, 2006).

Equityholder Registration Rights Agreement dated as of October 3, 2006, between Net Perceptions, Inc., and CRC Acquisition Co. LLC
(filed as Exhibit 10.10 to our Current Report on Form 8-K fited with the Securities and Exchange Commission on October 10, 2006).
Equityholder Lock-up Agreement dated as of October 3, 2006, between Net Perceptions, Inc., and CRC Acquisition Co. LLC (filed as
Exhibit 10.11 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on October 10, 2006).

Escrow Agreement dated as of October 3, 2006, among CRC Acquisition Co. LLC, SIG Acquisition Corp., and The Bank of New York
(filed as Exhibit 10.12 to our Current Report on Form 8-K filed with the Securities and Exchange Commission on October 10, 2006).
Employment Agreement dated as of December 1, 2006 between Net Perceplions, Inc. and Jonathan LaBarre (filed as Exhibit 10.1 to our
Current Report on Form 8-K filed with the Securities and Exchange Commission on December 5, 2006).

Lease dated as of November 30, 2006, between SIG Acquisition Corp., and Castleway Properties, LLC.

Subsidiaries of the Registrant

Consent of McGladrey & Pullen, LLP, independent registered public accounting firm.
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Date: March 29, 2007

Signature

Pursuant ta the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the registrant has caused this report to be
signed on its behalf by the undersigned, thercunto duly authorized.

NET PERCEPTIONS, INC.

By: /s/ ALBERT W. WEGGEMAN, JR.

Albert W. Weggeman, Jr.
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has been signed below by the following persons on
behalf of the registrant in the capacities indicated on March 29, 2007,

Title

fs/ ALBERT W. WEGGEMAN, JR.

Albert W. Weggeman, Jr.

/s JONATHAN LABARRE

Jonathan Labarre

/sf WARREN B. KANDERS

Warren B. Kanders

/s/ DAVID A. JONES

David A. Jones

/sf NICHOLAS SOKOLOW

Nicholas Sokolow

2006 NET PERCEPRPTIONS FINANCIALS

President and Chief Executive Officer

Chief Financial Officer

Non-Executive Chairman of the Board of Directors

Director

Director
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FORWARD-LOOKING STATEMENTS

This report contains certain forward-looking statements, including information
abour or related to our future results, certain projections and business trends.
Assumptions relating to forward-looking statements involve judgments with
respect to, among other things, future economic, competitive and market
conditions and future business decisions, all of which are difficult or impossible
to predict accurately and many of which are beyond our contral, When used
in this report, the words “estimate,” “project,” “intend,” “believe,” “expect” and
similar expressions are intended to identify forward-looking statements. Although
we believe that our assumptions underlying the forward-looking statements are
reasonable, any or all of the assumptions could prove inaccurate, and we may not
realize the results contemplated by the forward-looking statements. Management
decisions are subjective in many respects and susceptible to interpretations and
pertodic revisions based upon actual experience and business developments, the
impact of which may cause us to alter our business strategy or capital expenditure

plans that may, in turn, affect our results of operations. In light of the significant

uncertainties inherent in the forward-looking information included in this report,
you should not regard the inclusion of such information as our representation
that we will achieve any strategy, objectives or other plans. The forward-looking
statements contained in this report speak only as of the date of this report, and
we have no obligation to update publicly or revise any of these forward-looking
statements. These and orher statements, which are not historical facts, are
based largely upon our current expectations and assumptions and are subject
to a number of risks and uncertainties that could cause actual results to differ
materially from those contemplated by such forward-looking statements.
These risks and uncertainties are described in the "Risk Factors” section of the
Company's filings with the Securities and Exchange Commission, including the
Company's latest annhual report on Form 10-K and amendments thereto and
most recently filed Forms 8-K and 10-Q, which may be obtained at our Web site
http:/ fwww.netperceptions.com or the Securities and Exchange Commission’s
Web site at htrp://www.sec.gov.
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