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Company Overview

[ awson is a global provider of enterprise
software, services and support targeting
customers in specific industries, including
healthcare, public sector (United States),
equipment service management and rental,

fashion, food & beverage, as well as the horizontal

market for our human capital management
product line. We also serve customers in general
manufacturing & distribution and service
industries. Our goal is to be the global leader in
our target markets, with a particular focus on
meeting the needs of mid-market customers.

Geographic Markets Served: The Americas;
Europe, Middle East, and Africa (EMEA); and the
Asia-Pacific region including Australia and

New Zealand (APAC)

Solutions: Scalable business software
applications tailored to specific vertical
industries; provided in more than 16 languages

Architecture: Flexible, web-based architecture
that supports multiple hardware platforms

Products: The Lawson product vision is to
satisfy the complex needs of our customers
in the simplest possible manner. The Lawson
product stack consists of technology and
applications. Applications consist of the Lawson
S3 Enterprise Management System, the
Lawson M3 Enterprise Management System
and the Lawson Human Capital Management
System. Technology consists of the Lawson
Business Process Platform and the | awson
User Productivity Platform.

Employees: Approximately 3,200 worldwide
Founded: 1975

Fiscal Year-End: May 31

Headquarters: Saint Paul, Minnesota

Ticker Symbol: LWSN

Exchanges: The NASDAQ Global Select and
The First North Exchange

Shares Outstanding: 162,974,854
(as of August 25, 2010)



Annual Revenue
{in USD Millions)

$852
$750 $757  ¢736
i l l [l Consutting Revenues

Il software Revenues

Non-GAAP Net Income*
{in USD Milions)

$69

$60

$59

Cash Flow From Operations
(in USD Millions)

$153

* GAAP net income (loss) to non-GAAP net income reconciliation is
included in the Management Discussion and Analysis section in
our Annual Report on Form 10-K and in this Annual Review.

Fiscal 2010
Business Highlights

{Fiscal year ended May 31, 2010)

Generated $153 million in cash from operations,
a 115 percent increase over fiscal 2009.

Software revenues (license fees and
maintenance revenues) increased 4 percent
to $477 million driven by license fee growth
of 13 percent.

Consulting revenues fell 13 percent to
$259 million. The decline includes the
effect of strategic restructuring of our
consulting business.

Launched 42 new products including:

Cloud Console, Transaction Archive
Management, Analytics for Equipment Service
Management and Rental, Analytics for Fashion,
Business Process Warehouse for S3, Cloverleaf
Integration Services, Succession Management
and Performance Management.

Acquired Healthvision Solutions, Inc. for
$160 million in January 2010 to augment
products in our healthcare vertical.

Maintained healthy balance sheet with
$376 million in cash, cash equivalents and

marketable securities.

Repurchased 1.3 million shares for $7 million.



Dear Stot

ckholders,

Over the past five years, we have been implementing
changes and steadily transforming Lawson as we

work toward achigving our vision of becoming the

global ERP leader in each of our targel narkez

As part of this process, we have shifted:our revenue
mix to focus on higher-margin areas and deployed
internal inftiatives ﬁha‘z have delivered continued
improvement In profitability. These measures enabled
fiscal 2010 1o be a year of growth in software
revenues and non-GAAP earnings for Lawson, even
as the global economy struggled to come out of a
teep recession and currency fluctuations affet Led
the performance of many international compa

like ours.

Fiscal 2010 Highlights:

s Delivered another year of sustained improvement
in profitabiity, with record performance in many
key measurements.

« Increased two of Lawson's three revenue lines
and achieved a strong performance in license

fee ravenues,

& Welcomed 93 new customers to Lawson, and
nearly 1,000 existing customers added more
Lawson products,

e Signed a $4.5 million deal in our Asia-Pacific
reglon — the largest in Lawson's history in
this region.

e Acquired Healthvision, au
heahﬁhc& e offerings.

gmenting Lawson’s

« Delivered a major release of Lawson M3 10.1.

« Introduced the innovative Lawson Cloud Serviee

Pemrmance Innovation,
Opportunities for Grow

FY10 in Review

Last year, | wrote to vou about the stignment of our
organization around our targel industiies to deepen

our solution set and deliver greater value 1o our

customers, The three groups we formed were the

growth-oriented 53 and M3 strategic segments and

our General Industries segment,

This year, despite the depressed macro-economic
climate, | am pleased to-report that our reventies in
our §3 Strategic Industries segment grew 6 percent,
driven by strong performances in our Healtheare,
Public Sector and Human Gapitat Management
businesses, in addition, our feventies In our M3
Sirategic Indusiries segmeant increased 2 percent,
led by our Equipment Service Management & Rental
business, which now counts many ol the werld's fop
Caterpillar dealers as customars

Overall, we increased our license fee reventes

by a strong 13 percent over fiscal 2009, and our
maintenance revenues by 1 percent. However, our
consulting services revenues declined 13 percent
due to fewer billable consultants, lower demand, and
our strategic restructuring of the services business
primarily in Europe,

Sustained Improvement in Profi iaﬁfﬁy

Fiseal 2010 saw the continued and sustained
improvement in-our profitability. In the pd@i {have
noted the internal infliatives we put in place to
transform our business and.improve our operating
performance. b fiscal 2010, the impact of these
efforts was amplified and led to strong results that
enabled us to achieve a number of company records:



“Over the past five years, we have been implementing changes and
steadily transforming Lawson as we work toward achieving our vision
of becoming the global ERP leader in each of our target markets.”

¢ Free cash flow of $134 million, compared to
$42 million in the previous year.

¢ Non-GAAP operating margin of nearly 16
percent — continuing a 6-year trend of steady
improvement,

¢ Record quarterly non-GAAP earnings per share
of $0.12 in the fourth quarter.

Acquisition Strategy Delivering Results and

Creating Opportunities

Our Healthcare business benefited from our January
2010 acquisition of Healthvision, which broadened
our product offerings for the U.S. healthcare market,
positioned us in growth areas targeted for IT
investment and legislative reform, and extended our
capabilities into the Canadian healthcare market.

We integrated Healthvision into our Healthcare
business in under six months, signed 97 customer
deals, added incremental revenue and profits,

and established a strong pipeline of cross-selling
opportunities for fiscal 2011.

We are particularly excited about the opportunity
Healthvision gives us to create secure patient data
exchanges, as the sharing of health information has
the potential to reduce healthcare costs and improve
the quality of patient care.

Headwinds in EMEA and Consulting Services

Few international companies could entirely escape
the impact of the global economic downturn, lagging
recovery, and currency fluctuations against the U.S.
dollar over the past year. With more than 30 percent
of our business in Europe, Lawson was no exception,
as our EMEA region customers were hit particularly
hard by the recession.

To address the continued challenging environment
in this region, we made the appropriate adjustments
primarily in our EMEA consulting services
organization, which also reflected our strategic
decision to shift our revenue mix toward higher-
margin license and maintenance revenues and
reduce the contribution from lower-margin
consulting services.

With a healthier revenue mix in place and improved
operating margins, we can now focus on growth as
we build on this model in fiscal 2011.

Growth Opportunities Ahead

As we begin fiscal 2011 we are focused on both
organic and acquisition-driven growth opportunities.
Four key opportunities are as follows:

1. New Human Capital Management (HCM) Solution.
HCM is now our number one and fastest-growing
product. With more than 1,400 customers, HCM
is already a major revenue generator for us,
contributing more than $100 million in annual
revenues. Furthermore, the recent investment we
made to build out our industry-leading solution to
include Lawson Talent Management and Lawson
Workforce Management is expected 1o allow HCM
to continue to be our fastest-growing area over
the next three years.

2. Increased Customer Adoption of New Products.
With approximately 60 percent of our S3
customers and 30 percent of our M3 customers
on our latest versions, there is ample opportunity
for us to drive additional customer adoption of
the substantial number of new products we
have made available in the last three years.



That extensive list includes products such as
Enterprise Search, Smart Office, Business
Intelligence, and our many industry solutions.

. Lawson Cloud Services. In March we announced
the release of Lawson External Cloud Services on
Amazon Web Services infrastructure. In April, we
followed this with Lawson Internal Cloud Services,
which is designed for onsite deployments of

our software.

Lawson External Cloud Services features our
full-function Lawson S3, Lawson M3 and Lawson
Talent Management software. We provide
customers who sign up with the unigue choice of
licensing the software or paying for a subscription
(which can be converted to a perpetual license).
A key benefit for our customers is that they do
not have to go out and buy hardware or manage
a data center, and a key differentiator for Lawson
is that we provide our customers with their own
customizable version of the software.

Lawson is the first ERP company to make this
kind of offer to our target industries. Eventually,
all our applications will be available on Lawson
External Cloud Services and Lawson Internal
Cloud Services.

. Strategic Acquisitions. As mentioned earlier,
Healthvision represents the kind of company

we seek to add to Lawson. We will remain very
disciplined and rigorous in our evaluation process
and will only pursue acquisitions that meet our
strict strategic and financial criteria.

Summary

We are pleased with our performance over the last
year but clearly we have more work to do. As you
can see by our recent performance we are making
substantial progress. We have a clear vision, a sound
strategy and four key growth opportunities identified
for fiscal 2011,

I would like to thank our loyal customers, dedicated
employees, strong business partners and you — our
stockholders — for your continued support.

Sincerely,

Ny

Harry Debes
President and Chief Executive Officer
August 31, 2010
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Forward-Looking Statements

In addition to historical information, this Annual Report on Form 10-K contains forward-looking statements
including statements that contain risks and uncertainties. These forward-looking statements contain statements of intent,
belief, or current expectations of Lawson Software and its management. The forward-looking statements are made in reliance
upon the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. The words “believe,” “expect,”
“anticipate,” “intend,” “estimate,” “forecast,” “project,” “should” and similar expressions are intended to identify
“forward-looking statements™ within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking
statements include, among others, statements about our future performance, the continuation of historical trends, the
sufficiency of our sources of capital for future needs, the effects of acquisitions, the outcome of pending litigation and the
expected impact of recently issued accounting pronouncements. The forward-looking statements are subject to certain risks
and uncertainties that could cause actual results to differ materially from those anticipated in the forward-looking statements.
Factors that might cause such a difference include, but are not limited to, those discussed in Item 1A, Risk Factors. Readers
are cautioned not to place undue reliance on these forward-looking statements, which reflect management’s opinions only as
of the date hereof. The Company undertakes no obligation to revise or publicly release the results of any revision to these
forward-looking statements. Readers should carefully review the risk factors described in this Annual Report on Form 10-K
and in other documents we file from time to time with the Securities and Exchange Commission (SEC) including our
Quarterly Reports on Form 10-Q.

Note Regarding Statistical Information

The Gartner Reports described herein under “Focusing on Specific Industries and the Mid-Market”, (the “Gartner
Reports™) represent data, research opinion or viewpoints published, as part of a syndicated subscription service, by
Gartner, Inc. (“Gartner”), and are not representations of fact. Each Gartner Report speaks as of its original publication date
(and not as of the date of this Annual Report on Form 10-K) and the opinions expressed in the Gartner Reports are subject to
change without notice.

Part1
When we refer to "we,” “our,” “‘us,” “the Company,” “Lawson” or “Lawson Software,” we mean Lawson
Software, Inc. and its subsidiaries. Unless otherwise indicated, references to our fiscal year mean the fiscal year ended on
May 31 of such year.

Item 1. Business
General

Lawson Software, Inc. is a global provider of enterprise software. We provide business application software,
consulting and maintenance to customers primarily in specific services, trade and manufacturing/distribution industries. We
specialize in and target specific industries through our three reportable segments: S3 Strategic Industries segment which
targets customers in the healthcare and public sector industries as well as the horizontal market for our human capital
management product line, M3 Strategic Industries segment which targets customers in the equipment service management &
rental, food & beverage and fashion industries, and our General Industries segment which includes our services industries
(S3) customers and manufacturing & distribution industries (M3) customers which are in industries not included in our other
two industries groups. Our goal is to be the global leader in our target markets, with a particular focus on meeting the needs
of mid-market customers.

Our mission is to make our customers stronger. We offer a broad range of software applications and
industry-specific solutions that help our customers improve their business processes and reduce costs, resulting in better
business or operational performance. Lawson solutions help automate and integrate business processes and promote
collaboration among our customers and their partners, suppliers and employees. Through our consulting services, we help our
customers implement, learn to use, upgrade and optimize their Lawson applications. Through our support services, we
provide ongoing maintenance and assistance to our customers.

Lawson serves customers in three geographic regions: the Americas; Europe, Middle East, and Africa (EMEA); and
Asia-Pacific, including Australia and New Zealand (APAC). We provide software in 16 languages to our customers in 68
countries and have approximately 3,900 employees throughout the world.



We generate revenues in three ways: 1) software license fees; 2) customer support and maintenance; and
3) consulting services. We market and sell our software and services primarily through a direct sales force, which is
augmented by channel partners and resellers.

During fiscal 2009 and prior years, we viewed our operations and managed our business as one reportable segment:
the development and marketing of computer software and related services including consulting, maintenance and customer
support. Beginning in the first quarter of fiscal 2010, we reorganized our operations to provide greater focus on and better
serve our targeted vertical markets. With this strategic organizational change, including workforce realignment, we
determined that we have three reportable segments that align with our three industries groups: S3 Strategic Industries, M3
Strategic Industries and General Industries. See Note 14, Segment and Geographic Information, in Notes to Consolidated
Financial Statements of this Form 10-K for additional information.

Lawson was founded and incorporated in 1975. In February 2001, we reincorporated in Delaware through a merger
with our predecessor, Lawson Associates, Inc., 2 Minnesota corporation. We established a new Delaware corporation as our
parent company as part of the acquisition of Intentia in April 2006.

On April 25, 2006, Lawson acquired Intentia International AB (Intentia), a Sweden-based provider of enterprise
software, in an all-stock transaction valued at $460.9 million. The combination with Intentia increased Lawson’s operational
scale, product portfolio and geographic reach to compete in the global enterprise software market.

On January 11, 2010, we acquired Healthvision, a Dallas-based company providing integration and application
technology and related services to hospitals and large healthcare organizations, for $160.0 million in cash. The acquisition of
Healthvision is a strategic fit for our Lawson Healthcare customers within our S3 Strategic Industries segment. See Note 4,
Business Combinations, in Notes to Consolidated Financial Statements of this Form 10-K for additional information.

We have made significant investments over the past few years in establishing our global support center in Manila,
Philippines. This facility employs over 800 employees and provides our customers product development, consulting services,
support and delivery at competitive global rates. In addition, the Manila team provides shared services to our IT, finance and
other corporate functions.

Lawson has offices in 26 countries. Our principal executive office is at 380 Saint Peter Street, Saint Paul, Minnesota
55102-1302. Our telephone number is +1-651-767-7000. Our website is www.lawson.com. Other than the information
expressly set forth in this annual report, the information contained or referred to on our website is not part of this annual
report.

Environment

We face a competitive and challenging environment for sales of our software and services. Industry consolidation
continues to be a primary factor shaping the selling environment. Our focus on specific industries and our low total cost of
ownership continue to be our primary competitive differentiators in this environment.

Consolidation

In recent years, the enterprise software industry has consolidated, driven by mergers and acquisitions. This activity
has included larger companies making acquisitions purely to acquire a customer base or to fill out their product lines, creating
“horizontal” providers of most forms of enterprise software. It has also involved smaller companies joining forces to better
compete in the market. Oracle Corporation has been the most active in our industry, acquiring approximately S0 companies
since 2005. Of note, Oracle acquired PeopleSoft Inc. in 2005 (which had acquired J.D. Edwards & Company in 2003),

Retek Inc. in 2005, Siebel Systems Inc. in 2006, Hyperion Solutions Corporation in 2007, BEA Systems Inc. in 2008 and Sun
Micro Systems Inc. in January 2010. Other major acquisitions in our industry include Infor Global Solutions acquiring SSA
Global in July 2006 and SAP AG purchasing Business Objects S.A. in 2008 and most recently their announced intent to
acquire Sybase, Inc.

While this consolidation has created larger companies with broad product lines, it has also resulted in fewer
competitors providing less choice for customers. As a result, we believe this consolidation has created an opportunity for
Lawson to serve customers that may have budget or IT-resource constraints or are simply interested in another option to the
two or three large vendors. For many customers, we present a competitive alternative to the large horizontal providers while
maintaining an ability to compete with smaller niche providers.



Focusing on Specific Industries and the Mid-Market

Lawson strives to be a compelling choice to certain enterprise software customers. We believe that we have
developed competitive advantages in serving several specific industries and mid-market companies. As a result, we target
specific industries, including manufacturing & distribution, healthcare, public sector (U.S.), service industries, equipment
service management & rental, food & beverage and fashion as well as the horizontal market for our human capital
management product line. We believe an industry-specific focus is fundamental to our ability to help our customers achieve
their desired results and derive greater value from their enterprise software investments.

Our industry-specific focus helps us develop industry-specific solutions, provide industry-specific expertise to sell
and implement these solutions and offer industry-specific support on an ongoing basis. This industry orientation helps
differentiate Lawson and enables us to present Lawson not only as a competitive alternative but also as a compelling choice.

At the same time, many of our products have broad application across multiple industries and are well-suited for
customers outside our targeted industries. Many companies seek general enterprise software and not necessarily
industry-specific solutions. Over the years, Lawson has developed an expertise serving mid-to-large size customers and this
so-called mid-market now comprises the vast majority of our customer base. While the effects of the weakened global
economy had a significant impact in fiscal 2009 and 2010 and will continue to be felt in fiscal 2011, we consider the mid-
market to have growth potential for enterprise software during the next few years. Our “horizontal” products—human capital
management, enterprise financial management, business intelligence and asset management—are well-suited for these types
of mid-market opportunities. The Gartner Report “Forecast: Small and Midsize Business ERP Software, North America,
2008-2013” published in November, 2009 estimated that total revenues for the ERP Upper Midmarket in North America
declined by 1.3% in 2009. However, the report also forecasts that same market segment to grow 4.6% in both 2010 and 2011
to over $1.4 billion in total revenues. The market recovery in Western Europe is expected to take longer. The Gartner Report
“Forecast: Small and Midsize Business ERP Software, Western Europe, 2008-2013” published in February 2010 estimated
that total revenues for the ERP Upper Midmarket in Western Europe declined by 3.0% in 2009. An additional decline of
0.5% is forecasted for 2010, before rebounding 4.1% to 1.36 billion Euros in 2011. Increasingly, businesses within this
category are looking to buy, add to or replace the systems they are using to help manage their financial, human resources,
procurement, distribution or other business management processes. Within the Gartner North American forecast above, the
human capital management submarket in North America also had a slight decline in 2009, but is forecasted to rebound
quickly with growth rates in excess of 9% in both 2010 and 2011, reaching a total of $477.0 million in total revenues.

Competition

The enterprise software industry is intensely competitive, rapidly changing and significantly affected by new
product offerings and other market activities. Some of our competitors have an advantage over us due to their larger customer
bases, larger technical staffs, greater brand name recognition and greater financial and marketing resources. We believe the
principal competitive factors affecting our market include:

+  product features, functionality, performance and price;

«  knowledge of a customer’s industry and tailored solutions;

e company stability, resources and reputation;

« ease of integration and speed of implementation;

¢ level of customer service;

« sales and marketing efforts; and

+ new product and technology introductions.

We believe Lawson has competitive advantages over a number of our competitors. Some of these advantages
include:

* 35 years of experience serving mid-market customers;



*  low total cost of ownership;

+ industry-specific experience and expertise;

« industry-focused solutions; and

»  openness and flexibility of our software architecture.

Lawson’s most frequently encountered competitors are SAP AG and Oracle Corporation. Both are large, global
vendors that are increasingly targeting mid-sized businesses, particularly as their traditional larger-customer market becomes
saturated. We believe there is demand for a vendor like Lawson that can offer scalable applications that are simpler to
implement and operate than the more complex applications of SAP and Oracle. Our focus is on delivering simpler solutions
with lower total ownership costs including license fees, consulting services and on going customer support.

As a large, strong, global company, we believe Lawson can compete and win against SAP and Oracle, especially
customer opportunities in mid-sized organizations or in our targeted industries. By increasing our scale and the range of our
products, we believe Lawson also provides an alternative to attempts by Microsoft, another significant competitor, to move
into the mid-market segment.

Lawson has also strengthened its competitive position by launching innovative new products like Lawson Smart
Office, Lawson Enterprise Search, Lawson Human Capital Management, Lawson System Foundation and Lawson QuickStep
solutions. Increasingly, we are generating applications using our Landmark Application Designer, a proprietary application
design tool that significantly reduces the lines of software code in applications. We have also significantly improved our
consulting and maintenance offerings to give our customers greater choice in how we install and support their Lawson
applications and technology.

Products and Services
Software

Our software products include applications and technology. Applications consist of the Lawson S3 Enterprise
Management System, the Lawson M3 Enterprise Management System and the Lawson Human Capital Management System.

Technology consists of the Lawson Business Process Platform on which Lawson applications run and the Lawson User
Productivity Platform which searches, collects and analyzes data from the Lawson applications as depicted below:

Uses Pronuctivity Pratiorm

Human Capital Management

Lawson S3 Enterprise Management System—I] awson S3 applications help customers “staff, source and serve” in
their respective markets. The Lawson S3 product line is specifically designed for services industries.



Lawson S3 Enterprise Management System

Lawson Enterprise Financial
Management

Lawson Supply Chain Management

Lawson Services Management

Industry-Tailored Solutions

Budgeting, forecasting, project management and financial reporting software.

Key products: Financials, Project Accounting, Grant Management, Expense
Management and Budgeting & Planning.

Software to manage the entire supply chain—from procurement to delivery.

Key products: Contract Management, Procurement, Requisitions Self Service,
Procurement Punchout, Vendor Self Service, Strategic Sourcing, Distribution
Management and Customer Self Service.

Software to manage the time, work and delivery of services professionals.

Key products: Project Portfolio Management, Services Automation and Time
Management.

Using our industry expertise in targeted industries to provide functionality to address
specific business needs of these industries (i.e. Surgical Instrument Management,
Healthcare Integration Software, Health Information Exchange Software, Clinical
Software, Patient Administration and Operations Software, Par and Cycle Counting,
Receiving and Delivery, Performance Management for Healthcare, Retail Operations,
and Grant Management).

Lawson M3 Enterprise Management System—Lawson M3 applications help customers who “make, move and
maintain” goods or equipment in their markets. The Lawson M3 product line is geared for manufacturing and trade-oriented
businesses facing resource constraints and whose processes are often complex and industry-specific.

Lawson M3 Enterprise Management System

Lawson Financial Management

Lawson Manufacturing Operations

Lawson Supply Chain Management

Equipment Service Management &
Rental

Lawson Enterprise Asset
Management

Lawson Customer Sales and Service

Financial accounting and planning software.

Key products: Accounts Receivable, Budgeting, Cost Accounting, Cash Flow
Management, General Ledger, Product Costing and Risk Management.

Software for discrete manufacturing, process manufacturing and mixed-mode
manufacturing environments.

Key products: M3 Manufacturing Execution and M3 Product Data Management.
Forecasting, planning and execution software.
Key products: Procurement, Supply Chain Execution and Supply Chain Planning.

Software specifically designed for equipment manufacturers, distributors and rental
companies who focus on after- sales service and continuous customer care.

Key products: Equipment and Component Control, Preventative Maintenance, Work
Order Processing, Maintenance and Performance Costing, Maintenance Customer
Order Processing, Maintenance Planning Board, Diagnostics Management and
Vehicle Operations Management.

Asset management software.

Key products: Enterprise Asset Management, Asset Performance Management,
Maintenance Management, Asset Data Management, Preventative Maintenance,
Work-order Control, Diagnostics Management and Statistical Analysis.

Customer relationship management software.
Key products: Service Management and Rental Management.

Lawson Human Capital Management (HCM) Products and Solutions— Applications in the Lawson HCM
product line provide solutions for customers to strategically manage their workforce. The Lawson HCM product line is a full
suite of products that helps customers transform the role of the Human Resources (HR) professional from an administrative
and policy enforcing role to that of a strategic business partner.



Lawson Human Capital Management

Lawson Talent Management

Lawson Human Resource
Management

Lawson Workforce Management

Software to manage, develop and retain employees.

Key products: Lawson Talent Acquisition, Lawson Goal Management, Lawson
Performance Management, Lawson Compensation Management, Lawson Learning
and Development, Lawson Succession Management and Lawson Global Human
Resources.

Software to manage the HR processes related to employees.

Key products: Lawson Absence Management, Lawson Benefits Administration,
Lawson e-Recruiting, Lawson Employee and Manager Self-Service, Lawson Human
Resources, Lawson Payroli, Lawson Performance Management for Healthcare,
Lawson Personnel Administration, Lawson Resource Navigator, Lawson Teacher
Contract Administration and TalentView of Performance.

Software that automates time intensive staffing and scheduling tasks.

Key products: Lawson Scheduling and Staffing, Lawson Scheduling and Staffing for
Casinos, Lawson Scheduling and Staffing for Healthcare and Lawson TimeOff
Planner for Healthcare.

Lawson Technology—The platform to run all Lawson applications and tools to search, collect and analyze data.

Lawson Business Process Platform

Lawson Business Process
Management

Lawson S3 System Foundation

Lawson M3 System Foundation

Lawson User Productivity Platform

Add-ons to almost any Lawson application to tailor the application to a customer’s
specific needs. These tools include Business Process Automation and Workflow
Tools, business-to-business communication and application-to-application Integration
Tools, Development Tools and System Tools.

S3 Key products: Lawson ProcessFlow Integrator and Lawson Design Studio.

M3 Key products: 1Brix Design, Collaborator, Web Services, Application Program
Interface, Automated Document Capture and EDI Management.

The technical foundation required to run Lawson S3 applications. Includes open,
standards-based technology that consolidates Lawson runtime technology with IBM
technology and middleware.

Key products: Landmark Technology and Core Technology (Application
Maintenance Toolset, Security, Portal, ProcessFlow Standard, ADA Section 508
Accessibility).

The technical foundation required to run Lawson M3 applications.

Key products: Workplace Management Applications, Application Foundation and
Web Application Foundation.

Lawson S3 Enterprise Performance
Management

Lawson M3 Enterprise Performance

Management

Lawson Smart Office

Lawson Enterprise Search

Role-based business intelligence software that can help improve and speed
decision-making throughout an enterprise.

Key products: Lawson Business Intelligence, Lawson Business Consulting Services
and Lawson ProcessFlow Professional.

Business intelligence and opportunity assessment software that can identify strategic
business improvement opportunities and speed decision-making throughout an
enterprise.

Key products: Opportunity Analyzer, Business Intelligence for M3, M3 Business
Performance Management and M3 Analytics.

An innovative user interface that redefines the user experience with Lawson and non-
Lawson applications. Lawson Smart Office allows users to directly access Lawson
and Microsoft applications and update data pervasively and instantly across the
applications. Lawson Smart Office enhances user productivity.

Lawson Enterprise Search redefines the search capability for structured and
unstructured data across the Lawson S3 enterprise system, Lawson Business
Intelligence, the user’s desktop, and the user’s personal history such as comments
entered in Microsoft Office applications.
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Maintenance and Customer Support

Our customer support programs include software upgrades, updates and corrections for the software under
maintenance, as well as various levels of support including access to our knowledge base and the Lawson support team,
technical advice, and application management. These programs, Lawson Bronze and Lawson Silver maintenance agreements,
are comprehensive customer care programs which entitle our customers to various levels of support to meet their specific
needs. Our maintenance and customer support offerings are delivered through the Lawson Global Support organization
operating from our state-of-the-art support centers around the world.

Consulting Services

Our consuiting services range from the initial assessment and planning of a project to the actual implementation and
post implementation of a project, including optimizing a customer’s use of their Lawson software. We also provide training
and learning tools via Lawson Learning to help our customers become proficient in using Lawson software quickly and
effectively.

Cloud Services

Announced in the spring of 2010, Lawson Cloud Services brings the benefits of cloud computing to external (off-
premise) and internal (on-premise) deployments of Lawson software applications.

Lawson External Cloud Services combines full-function ERP software from Lawson with industry-leading cloud
technology from Amazon Web Services. Lawson External Cloud Services includes our Lawson S3 Enterprise Management
System, Lawson M3 Enterprise Management System and Lawson Talent Management. As part of the Lawson External Cloud
Services offering, Lawson’s flexible pricing gives our customers the choice of paying for their software by subscription or
perpetual license.

Lawson Internal Cloud Services brings the benefits of software virtualization and cloud computing to our customers
who want an on-premise deployment of their Lawson solutions. Lawson Internal Cloud Services utilizes the innovative
Lawson Cloud Console and the first two of what Lawson plans to be a series of “virtual appliances.” The first virtual
appliances are Lawson Smart Office and Lawson Enterprise Search. Virtual Appliances are “pre-assembled” software
bundles that eliminate the arduous, time-consuming process of manually installing software.

Sales and Marketing

We market and sell our software and services solutions primarily through a direct sales force, augmented by
strategic alliances with systems integrators and resellers. Our direct sales force and services organizations are aligned with
our strategy of providing industry-tailored applications. Within each industry, we have a sales team dedicated to prospective
customers and another dedicated to existing customers. We also have regional sales teams that focus on specific geographic
territories. Our sales and service offices are located in three geographic regions: the Americas, EMEA and APAC.

In addition to our direct sales teams, we enter into strategic alliances with systems integrators and resellers to benefit
from our partners’ resources, expertise and customer base. Business partner alliances allow us to expand our market presence
through increased awareness of our software applications within our partners’ organizations and customer bases, and through
their personnel who are trained to implement our software. Our channel partners market and promote our software products
and typically provide implementation services to their end-users. Channel partners generate sales leads, make initial customer
contacts, and assess needs prior to our introduction. In addition, some of our channel partners engage in customer support and
localization of our products. We also engage in joint marketing programs, presentations at seminars, attendance at trade
shows, and the hosting of conferences with many of our business partners.

We also use application service providers (ASPs) to distribute our products in a hosted environment. ASPs allow us
to reach small-to-medium sized businesses that prefer a hosted solution. Our software’s architecture is easily distributed over
the Internet and is highly scalable to serve many customers. It also supports multi-tenancy, which lets ASPs securely host
multiple customers on a single set of our applications.



Research and Development

Since our inception, we have made substantial investments in software product development. We believe that timely
development of new software applications, enhancements to existing software applications and the acquisition of rights to
sell or incorporate complementary technologies and products into our software offerings are essential to maintain our
competitive position in the market. The business application software market is characterized by rapid technological change,
frequent introductions of new products, changes in customer demands and rapidly evolving industry standards.

We are committed to continued investment in R&D to enhance our existing products as well as developing new
applications using our Landmark development tool for our Lawson S3, Lawson M3 and Lawson Human Capital Management
product lines.

Our total research and development expenses were $90.3 million, $82.4 million and $85.4 million in fiscal 2010,
2009 and 2008; respectively. As of May 31, 2010, our research and development organization consisted of approximately
1,000 employees. See ltem 7, Management's Discussion and Analysis of Financial Condition and Results of Operations, for
further discussion of R&D expenses.

Trademarks

“Lawson™ and “Lawson Software” are registered trademarks in the U.S. and the European Union. Other trademarks
and trade names appearing in this document are the property of their respective holders.

Intellectual Property and Product Liability

We regard certain aspects of our internal operations, software and documentation as proprietary, and rely on a
combination of contract, copyright, patent, trademark and trade secret laws and other measures, including confidentiality
agreements, to protect our proprietary information. We currently hold 11 patents in the U.S. Existing copyright laws afford
only limited protection. We believe that because of the rapid pace of technological change in the computer software industry,
trade secret and copyright protection is less significant than factors such as the knowledge, ability and experience of our
employees, frequent software product enhancements and the timeliness and quality of support services. We cannot guarantee
that these protections will be adequate, or that our competitors will not independently develop technologies that are
substantially equivalent or superior to our technology. Historically, we have provided our customers source code for many of
our products. We may elect to distribute only object code in the future. In either case, we will permit customers to obtain
access to our other source code through a source code escrow arrangement. Access to our source code may increase the
likelihood of misappropriation or other misuse of our intellectual property. In addition, the laws of certain countries in which
our software products are, or may be licensed, do not protect our software products and intellectual property rights to the
same extent as the laws of the U.S. and Sweden.

We do not believe our software products, third-party software products we offer under sublicense agreements, our
trademarks, or other Lawson proprietary rights infringe the property rights of third parties. However, we cannot guarantee
that third parties will not assert infringement claims against us with respect to current or future software products or that any
such assertion may not require us to enter into royalty arrangements or result in costly litigation. As described in this report
under Item 3, Legal Proceedings, we are currently defending three separate and unrelated patent infringement lawsuits in the
U.S. Under the license agreements with our customers, we agree to indemnify our customers for third-party claims that our
products infringe the intellectual property rights of those third parties.

We are also exposed to product liability risks under applicable country and state laws. We generally attempt to limit
our exposure to product liability claims with customers as part of our license agreements. However, local laws or unfavorable
judicial decisions might diminish or invalidate the scope of these limitations.

Employees

As of May 31, 2010, we had approximately 3,900 employees, including approximately 600 in sales and marketing,
approximately 1,000 in research and development, approximately 1,700 in services and customer support and approximately
600 in administration. None of our employees in the U.S. are represented by a labor union. We are party to a collective labor
agreement applicable to our employees in Sweden and in certain other international subsidiaries workers’ councils represent
our employees.



Executive Officers

The following sets forth our executive officers as of June 30, 2010, their age, position and a brief description of their
business experience:

Name Age Position

Harry Debes......coveevecivniiinnenne 59 President, Chief Executive Officer, Director

Stefan Schulz......ccccoovvveeeennnns 43 Senior Vice President, Chief Financial Officer

Colin Balmforth............coco.... 49  Group Executive Vice President, General Industries and Global
Support

Jeff Comport.....c.ocoeecennicecnne 56 Senior Vice President, Product Management

Dean J. Hager ... 43 Group Executive Vice President, S3 Industries

Bruce B. McPheeters............... 55 Senior Vice President, Secretary and General Counsel

Paul Parish.......ccccoovvvneeennnn. 60 Senior Vice President, Chief Information Officer

Scott SWOISh ...uvvevurirvieceieenes 48 Executive Vice President, Global Services

Guenther Tolkmit ...............c... 58 Senior Vice President, Product Development

Kristin Trecker........ccovevuenneen. 45 Senior Vice President, Human Resources

Eric Verniaut ........ccoceeeenenn. 44 Executive Vice President, Industry Group

Travis White....c.cocovvevcninnnee. 60 Senior Vice President, Marketing

Harry Debes has served as our president and chief executive officer and as a director since June 2005. From
November 2003 until June 2005, Mr. Debes was president and chief executive officer of SPL Worldgroup, a leading provider
of enterprise software to the electric utility industry. From May 2001 until joining SPL Worldgroup, he was employed by JD
Edwards & Co., an enterprise software company, where he served as senior vice president Americas until JD Edwards was
acquired by Peoplesoft, Inc. in August 2003. From 1990 until May 2001, Mr. Debes was employed by GEAC Computer
Corporation, an enterprise software company. While working for GEAC, Mr. Debes held a variety of positions including
managing director of GEAC Asia-Pacific and president of GEAC Enterprise Solutions for the Americas.

Stefan Schulz has served as senior vice president and chief financial officer since January 2010. From October 2007
through December 2009 he served as senior vice president of finance and as senior vice president—global controller from
October 2005 until September 2007. In addition, Mr. Schulz served as our interim chief financial officer from August 2006
until October 2006 and has served as our principal accounting officer since October 2005. From November 1993 until joining
us in October 2005 he was employed by BMC Software, Inc. a provider of enterprise management solutions that empower
companies to automate their IT and align it to the needs of the business. While at BMC Software, he served as corporate
controller from February 2001 to May 2004 and most recently as vice president of revenue operations. Prior to joining BMC,
Mr. Schulz was employed by Arthur Andersen LLP in their audit and business advisory practice.

Colin Balmforth has served as our group executive vice president of general industries and global support since June
2009. From December 2007 until June 2009, Mr. Balmforth served as our senior vice president of global support. From
September 2005 until December 2007, Mr. Balmforth was vice president of professional services for Intelliden Software, a
provider of intelligent networking software solutions. From July 2003 until September 2005, Mr. Balmforth was chief
operating officer and executive vice president for Conexus Partners, an advisory consulting firm for the enterprise resource
planning (ERP) software market. From 1998 to 2003, Mr. Balmforth held several senior management positions with
Peoplesoft, Inc. and J.D. Edwards Company, including global responsibility for the support business functions at those ERP
software companies. From 1984 until 1998, Mr. Balmforth held various support and services management positions with
several software companies. Mr. Balmforth was based in Europe from 1984 until March 2000.

Jeffrey Comport has served as senior vice president of product management since November 2009. Mr. Comport
provides strategic oversight and coordination across all the Lawson S3, M3, Strategic Human Capital Management, and
technology product lines to develop synergies and deliver the products that best meet the requirements of our customers. He
came to Lawson from Gartner, a leading technology business research and advisory company, where he was vice
president-distinguished analyst responsible for defining and delivering Gartner’s strategy and governance research.

Mr. Comport spent 15 years at Gartner, beginning as a research director and eventually becoming chief of research and a
member of the senior research board. Earlier in his career, he held executive product strategy roles at Integral Systems and
Criterion Inc.



Dean Hager has served as our group executive vice president of S3 industries since June 2009. From April 2006
until June 2009, Mr. Hager served as our senior vice president of product management. Mr. Hager served as our chief product
officer from June 2004 until April 2006, executive vice president emerging markets from June 2003 until June 2004,
executive vice president global products division from February 2001 until May 2002, executive vice president worldwide
marketing from June 2000 to February 2001, vice president, e-business marketing from June 1999 until June 2000 and
director of marketing for our former AS/400 business unit from May 1998 until June 1999. From March 1989 to May 1998,
Mr. Hager was employed by IBM, where he held several management positions, with his last position held as senior program
manager with its server products division.

Bruce McPheeters has served as corporate secretary since October 1999, general counsel since April 2000 and
senior vice president since June 2002. Mr. McPheeters served as vice president administration from April 2000 until May
2002 and corporate counsel from September 1999 until April 2000. From 1981 until joining Lawson in September 1999,
Mr. McPheeters was a business lawyer in private practice, focusing primarily in the areas of intellectual property, securities
and mergers and acquisitions of privately and publicly held companies. From December 1995 until September 1999, he was
employed by the law firm of Gray, Plant, Mooty, Mooty & Bennett, P.A.

Paul Parish has served as senior vice president and chief information officer in January 2010. Before joining
Lawson, Mr. Parish had been vice president of financial and administrative systems for Catholic Health Initiatives since
2004. At the Denver-based health system, which has approximately 66,000 employees and operates 75 hospitals, 40 long-
term care, assisted-living and residential facilities and two community health-services organizations in 19 states, he was
responsible for the strategic and operational information technology needs of the nonclinical part of the information
technology applications. He has more than 30 years of executive leadership experience in the development of business
systems, processes, organizational infrastructures and winning cultures. From 1988 to 2003, he held a variety of leadership
roles with Hitachi Consulting LLP (formerly the management consulting group of Grant Thornton), a global business and IT
consulting company of Hitachi Ltd. Prior to Hitachi, he held consulting and management roles at Deloitte Consulting and
Jewel Companies.

Scott Swoish has served as executive vice president of global services since June 2009. From February 2008 until
June 2009, Mr. Swoish served as senior vice president of corporate development. Mr. Swoish served as senior vice president
of global sales operations from January 2007 until February 2008. From December 2003 until joining Lawson in January
2007, he was senior vice president of global consulting and sales operations for SPL WorldGroup Inc. and served as
president of the Manila delivery resource center and oversaw partner alliances. Before joining SPL, Mr. Swoish held a
number of senior management positions in finance and services with PeopleSoft/J.D. Edwards, where he worked from
January 2002 until November 2003, as well as at GEAC Enterprise Solutions and Dun & Bradstreet Software.

Guenther Tolkmit has served as senior vice president of product development since April 2006. Mr. Tolkmit served
as the chief technology officer of Intentia from September 2005 until the time of the merger with Lawson in April 2006 and
vice president support and delivery for Intentia from March 2005 until August 2005. Before joining Intentia, Mr. Tolkmit
served as chief operating officer and chief technology officer for Parsytec AG from 2001 until February 2005. Mr. Tolkmit
has also served in a number of senior roles at SAP AG including vice president of technology management, worldwide chief
marketing officer and senior vice president of SAP Ventures. He had formerly held management positions at Software AG,
Cullinet Inc. and Siemens AG.

Kristin Trecker has served as senior vice president of human resources since April 2006 and vice president of human
resources from June 2004 until April 2006. Prior to assuming that position, Ms. Trecker held a variety of roles within the
Lawson human resources organization since 1994. Prior to joining Lawson in 1994, Ms. Trecker was employed in a variety
of roles in the healthcare and gaming industries.

Eric Verniaut has served as executive vice president of M3 industries since June 2009. From November 2008 until
June 2009, Mr. Verniaut served as executive vice president of professional services. From April 2006 until October 2008, he
was chief executive officer of T-Systems North America and chairman Americas region of T-Systems Enterprise Services, a
subsidiary of the Deutsche Telekom Group. From 1992 until April 2006, he held various international leadership positions at
gedas Group, an IT and consulting firm, where he was instrumental in internationalizing the professional services
organization.

Travis White has served as senior vice president, marketing since March 2006. From April 2005 to March 2006,
Mr. White was retired and pursued his interest in bicycling. From April 2003 to April 2005, Mr. White was vice president,
marketing at Datria. Mr. White served as a consultant to small software companies from June 2002 to April 2003. From 1993
until June 2002, Mr. White held various executive roles at J.D. Edwards. From 1999 through 2001, he was based in Paris as
the J.D. Edwards’ vice president for marketing in Europe, Middle East and Africa. Mr. White has 20 years experience in
shaping corporate strategies and delivering marketing messages.
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Financial Information about Geographic Areas

For financial information about geographic areas see Note 14, Segment and Geographic Information, in Notes to
Consolidated Financial Statements of this Form 10-K.

Available Information

We make available, free of charge, on our website (www.lawson.com) our annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and any amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after we have
electronically filed or furnished such materials to the Securities and Exchange Commission. The information posted on our
website is not incorporated into this Annual Report on Form 10-K.

Item 1A. Risk Factors
Factors That May Affect Our Future Results or the Market Price of Our Stock

We operate in a rapidly changing environment that involves numerous uncertainties and risks. Investors evaluating
our company and our business should carefully consider the factors described below and all other information contained in
this Annual Report on Form 10-K. This section should be read in conjunction with the Consolidated Financial Statements and
Notes thereto and Management’s Discussion and Analysis of Financial Condition and Results of Operations included in this
report. Any of the following factors could materially harm our business, operating results and financial condition and/or
negatively affect our stock price. Additional factors and uncertainties not currently known to us or that we currently consider
immaterial could also harm our business, operating results and financial condition. We may make forward-looking statements
from time to time, both written and oral. We undertake no obligation to revise or publicly release the results of any revisions
to these forward-looking statements based on circumstances or events which occur in the future. The actual results may differ
materially from those projected in any such forward-looking statements due to a number of factors, including those set forth
below and elsewhere in this report.

The weakened global economy has negatively impacted our contracting activity and revenue, required that we reduce our
expenses and imposed risks on our business.

Some prospective and existing customers have cancelled, delayed or downsized software purchases and
implementation projects because of the adverse economy and their internal budget constraints. Some customers may also
experience difficulty in paying us for previously purchased products and services. The adverse economic environment has
also intensified the difficulty of forecasting software license and services revenue due, in part, to the lengthening and
uncertainty of the sales cycle. A decrease in licensing activity will typically lead to a decrease in services revenue in the same
or subsequent quarters. Lower licensing activity will also lower new maintenance revenue since maintenance fees for new
product licenses are based on the amount of associated license fees. We took steps in fiscal 2009 and 2010 to reduce
headcount and lower expenses. Despite our efforts to focus on new sales of products and services and to manage our
expenses, there is risk that we will not be able to achieve our business plan during this difficult global economic environment.

Economic, political and market conditions can adversely affect our revenue growth and operating results.

The uncertainty posed by the weakened global economy, volatile credit markets, escalating energy prices, terrorist
activities, potential pandemics, natural disasters and related uncertainties and risks and other geopolitical issues may impact
the purchasing decisions of current or potential customers. Because of these factors, we believe the level of demand for our
products and services and projections of future revenue and operating results, will continue to be difficult to predict. These
geopolitical risks could also impede employee travel and our business operations in any affected regions.

We face large, established competitors, specialized competitors and substantial price competition.

We compete with Oracle Corporation, SAP AG, Microsoft Corporation and other larger software companies that
have advantages over us due to their larger customer bases, greater name recognition, long operating and product
development history, greater international presence and substantially greater financial, technical and marketing resources. If
customers or prospects want to reduce the number of their software vendors, they may elect to purchase competing products
from Oracle, SAP, or Microsoft since those larger vendors offer a wider range of products. Furthermore, Oracle is capable of
bundling its software with its database applications, which underlie a significant portion of our installed applications. We also
compete with a variety of more specialized software and services vendors, including:

« single-industry software vendors;

* human resource management software VCI]dOI‘S;
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+ financial management software vendors;

*  manufacturing software vendors;

* merchandising software vendors;

*  services automation software vendors;

»  software integrators and outsourced services providers; and
* internet (on demand) software vendors.

Some competitors offer payment terms, contractual warranties, implementation terms or guarantees that are more
favorable to customers and prospects. Competitors may entice our customers and prospects to switch software vendors by
offering those customers or prospects free or heavily discounted products or services, and other more favorable contract
terms. We may be unable to continue to compete successfully with new and existing competitors without lowering prices or
offering other favorable terms to customers that lower our margins and increase our risks. We expect competition to persist
and intensify, which could negatively impact our operating results and market share.

We may have exposure to potential impairment charges related to our goodwill and acquired intangible assets.

We have made several acquisitions over the past few years, primarily the acquisition of Intentia in April 2006 and
Healthvision in January 2010. As a result of these acquisitions, we have recorded on our balance sheet approximately
$525.6 million of goodwill and $159.7 million of intangible assets, net of accumulated amortization, as of May 31, 2010. We
may incur impairment charges related to goodwill or our acquired intangible assets if we determine that the fair value of the
goodwill and/or our acquired intangible assets is less than their current carrying value. In general, this could occur if the fair
value of our applicable reporting units declines to an amount below the carrying value of such reporting units, or if we do not
anticipate that the acquired intangibles will generate future cash flows in-line with our expectations as established at the date
of acquisition. In fiscal 2010, we reorganized our operations into vertically focused operating segments resulting in our
allocation of goodwill to each of our separate reporting units. As a consequence, we are required to test for potential goodwill
impairment at the reporting unit levels. Recording an impairment charge related to our goodwill or acquired intangible assets
could have a material adverse impact on our results of operations. See Note 2, Summary of Significant Accounting Policies -
Goodwill and Other Intangible Assets, in Notes to the Consolidated Financial Statements of this Form 10-K for further
discussion.

Our revenues, and in particular our software license revenues, vary each quarter and are difficult to predict.

Revenues from license fees in any quarter depend substantially upon our licensing activity with new and existing
customers, and our ability to recognize revenues in that quarter under our revenue recognition policies. A significant portion
of our future revenue is dependent upon our existing installed base of customers continuing to license additional products, as
well as purchasing consulting services and renewing their annual maintenance agreements. If we do not continue to develop
or acquire new products, licensing activity with existing customers will decline. Licensing activity for our products drives
maintenance and services revenues because we sell maintenance and services for only our products. A decrease in licensing
activity will typically lead to a decrease in services revenue in the same or subsequent quarters. If we do not have sufficient
new licensing activity each year, our maintenance revenue and profit for the following year will decline because new
customers or sales of additional products to existing customers are needed to offset the percentage of existing customers who
scale back their businesses, reduce licenses and maintenance contracts, are acquired, or otherwise choose not to renew annual
maintenance. Our sales force and marketing team must continue to generate sales leads among existing customers and
prospective customers. When we “qualify” a lead, that lead becomes part of our sales “pipeline.” If our pipeline does not
continue to grow in our different markets and geographies, our revenues will eventually decline. The rate at which we convert
our pipeline into actual sales can vary greatly from year to year for the following reasons:

»  The period between initial customer contact and a purchase by a customer may vary and can be more than one
year. During the sales cycle, prospective customers may decide not to purchase or may scale down purchases
because of competing offers, budgetary constraints or changes in the prospect’s management, strategy, business
or industry. Increasingly, customer or prospect organizations are taking more steps to approve the purchase of
our products and services. Often times, we must wait for a customer or prospect’s board of directors to approve
a purchase. These added approval requirements can delay the sales cycle and jeopardize the likelihood of
completing the sale.
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+ A substantial number of our existing and prospective customers make their purchase decision within the last
few weeks or days of each quarter. A delay or deferral in a small number of large new software license
transactions could cause our quarterly license revenue to fall significantly short of our predictions.

»  Prospective customers may decline or defer the purchase of new products if we do not have sufficient customer
references for those products.

e New products or technologies, software industry mergers and other software industry news may create
uncertainty and cause customers and prospective customers to cancel, postpone or reduce capital spending for
our products.

Because a substantial portion of our software license revenue contracts are completed in the latter part of a quarter,
and our cost structure is largely fixed in the short term, unexpected revenue shortfalls and deferrals have a disproportionately
negative impact on our profitability.

We may not retain or attract customers if we do not develop new products and enhance our current products in response
to technological changes and competing products.

The enterprise software market is faced with rapid technological change, evolving standards in computer hardware,
software development, communications and security infrastructure, and changing needs and expectations of customers.
Building new products and service offerings requires significant investment in development. A substantial portion of our
research and development resources are devoted to regulatory and maintenance requirements and product upgrades that
address new technology support. These demands put significant constraints on our resources available for new product
development. We also face uncertainty when we develop or acquire new products because there is no assurance that a
sufficient market will develop for those products.

We may be unable to identify or complete suitable acquisitions and investments; and any acquisitions and investments we
do complete may create business difficulties or dilute earnings.

As part of our business strategy, we intend to pursue strategic acquisitions in the future. We may be unable to
identify suitable acquisitions or investment candidates. Even if we identify suitable candidates, we cannot provide assurance
that we will be able to make acquisitions or investments on commercially acceptable terms. If we acquire a company, we may
incur losses in the operations of that company and we may have difficulty integrating its products, personnel and/or
operations into our business. In addition, its key personnel may decide not to work for us. These difficulties could disrupt our
on-going business, distract our management and workforce, increase our expenses and adversely affect our operating results.
We may also incorrectly judge the value or worth of an acquired company or business. Furthermore, we may incur significant
debt or issue equity securities to pay for future acquisitions or investments. The issuance of equity securities may be dilutive
to our stockholders. If the products of an acquired company are not successful, those remaining assets could become
impaired, which may result in an impairment loss that could materially adversely impact our financial position and results of
operations.

Competitors may take advantage of our limited intellectual property protection.

We consider certain aspects of our internal operations, software and documentation to be proprietary, and rely on a
combination of contract, copyright, trademark and trade secret laws to protect this information. In addition, we currently hold
11 patents in the U. S. Copyright laws afford only limited protection because those laws do not protect product ideas. In
addition, when we license our products to customers, we provide source code for many of our products. Customers may also
access source code through a source code escrow arrangement. Access to our source code could provide an opportunity for
companies to offer competing maintenance and product modification services to our customers. Defending our intellectual
property rights is time consuming and costly.

Others may claim that we infringe their intellectual property rights.

Many participants in the technology industry, and patent holding companies who have no independent product
revenue, have an increasing number of patents and have frequently demonstrated a readiness to take legal action based on
allegations of patent and other intellectual property infringement. These types of claims are time consuming and costly to
defend. As described in this report under Item 3, Legal Proceedings, we are currently defending three separate and unrelated
patent infringement lawsuits in the U.S. If a successful claim is made against us and we fail to develop or license a substitute
technology, our business, results of operations, financial condition or cash flows could be adversely affected.
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Our products are deployed in large and complex systems and may contain defects or security flaws or be implemented
incorrectly.

Because our products are deployed in large and complex systems, they can only be fully tested for reliability when
deployed in networks for long periods of time. Our software programs may contain undetected defects when first introduced
or as new versions are released. Our customers might encounter difficulties with the implementation of our products,
experience corruption of their data or encounter performance or scaling problems only after our software programs have been
deployed. The services needed for implementing our products are also complex, and require knowledge and cooperation
between both the customer’s and the service provider’s teams. As a consequence, from time to time we have received
customer complaints or been sued. In addition, our products are combined with products from other vendors. As a result,
should problems occur, it may be difficult to identify the source of the problem. Software and data security are becoming
increasingly important because of regulatory restrictions on data privacy and the significant legal exposures and business
disruptions stemming from computer viruses and other unauthorized entry or use of computer systems. We may not be able
to avoid or limit liability for disputes relating to product performance, software security or the provision of services. Product
defects and security flaws could expose us to product liability and warranty claims and harm our reputation, which could
impact our future sales of products and services.

The success of our recently announced Lawson Cloud Services offering could be adversely impacted by deployment
problems, security breaches, or system or telecommunication disruptions.

Lawson Cloud Services is new and could encounter unexpected problems. These problems could be attributable to
our products, third party software, telecommunications failures, security breaches, or the cloud technology from Amazon
Web Services or other hosting providers. We are in the early stages of rolling out this new offering and have not yet
established the range of customer references that will be needed for Lawson Cloud Services to be a success. Industry
acceptance of cloud computing is still forming. Since cloud technology is new and requires that customer data reside outside
of a customer’s “fire wall” of protection, many prospective customers could reject or delay adoption, thereby limiting the
potential for this new offering. Other limitations include product and network scalability for large numbers of users. We must
also renegotiate some of our third-party software contracts so that we can deploy the Lawson Cloud Services using an
instance of the entire range of required software, including the software owned by those third parties. These types of risks
could adversely affect our adoption and renewal rates for Lawson Cloud Services and adversely impact our ability to achieve
our business plan and forecasted financial results.

Deterioration in our relationships with resellers, systems integrators and other third-parties that market and sell our
products could reduce our revenues.

Our revenue growth will depend, in part, on adding new partners to expand our sales channels, as well as leveraging
our relationships with existing partners. If our relationships with these resellers, system integrators and strategic and
technology partners deteriorate or terminate, we may lose sales and marketing opportunities. Some current and potential
customers rely on third-party systems integrators to implement and manage new and existing applications. These systems
integrators may increase their promotion of competing enterprise software applications, or may otherwise discontinue their
relationships with us.

Because we do not own all of the products that we license, we rely on our continued relationships with other software
suppliers.

We license third-party software products that we incorporate into, or resell with, our own software products. For
example, we incorporate in many of our products software supplied by Micro Focus International, Inc. and StreamServe, Inc.
We also have reseller and alliance relationships with IBM, Business Software Incorporated and other software suppliers
businesses that allow us to resell their offerings with our products and services. These relationships and other technology
licenses are subject to periodic renewal and may include minimum sales requirements. A failure to renew or early termination
of these relationships or other technology licenses could adversely impact our business.

International sales and operations subject us to risks that can adversely affect our operating results.

We derive a substantial portion of our revenues, and have significant operations, outside of the U.S. Our
international operations include software development, sales, customer support and administration. We face challenges in
managing an organization operating in various countries, which can entail longer payment cycles and difficulties in collecting
accounts receivable, fluctuations in currency exchange rates, overlapping tax regimes, difficulties in transferring funds from
certain countries and reduced protection for intellectual property rights in some countries. We must comply with a variety of
international laws and regulations, including trade restrictions, local labor ordinances, and import and export requirements.
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We may experience foreign currency gains and losses.

We conduct a significant portion of our business in currencies other than the U.S. Dollar. Our revenues and
operating results are affected when the U.S. Dollar strengthens or weakens relative to other currencies. Changes in the value
of major foreign currencies, particularly the Swedish Krona, the Euro, the Canadian Dollar, the British Pound as well as the
Norwegian Krona relative to the U.S. Dollar can significantly affect our revenues and operating results. Recognized balance
sheet exposures are partially offset by forward currency contracts that we purchase. Net foreign currency transaction gains
and losses, resulting primarily from recognized balance sheet exposures, are recorded within earnings in the period incurred.

Litigation may adversely affect our business, financial condition and results of operations.

We are subject to legal and regulatory requirements applicable to our business and industry throughout the world.
We are subject to various legal proceedings and the risk of litigation by employees, customers, patent owners, suppliers,
stockholders or others through private actions, class actions, administrative proceedings or other litigation. Litigation can be
lengthy, expensive, and disruptive to our operations and results cannot be predicted with certainty. There may also be adverse
publicity associated with litigation, regardless of whether the allegations are valid or whether we are ultimately found liable.
As aresult, litigation may adversely affect our business, financial condition and results of operations.

Open source software may diminish our license fees and impair the ownership of our products.

The open source community is comprised of many different formal and informal groups of companies, software
developers and individuals who have created a wide variety of software and have made that software available for use,
distribution and modification, often free of charge. Open source software, such as the Linux operating system, has been
gaining in popularity among business users. If developers contribute enterprise application software to the open source
community, and that software has competitive features and scale to business users in our markets, we will need to change our
product pricing and distribution strategy to compete. If one of our developers embedded open source components into one of
our products, without our knowledge or authorization, our ownership and licensing of that product could be in jeopardy.
Depending on the open source license terms, the use of an open source component could mean that all products delivered
with that open source component become part of the open source community. In that case, we would not own those delivered
products and could not charge license fees for those products. We currently take steps to train our developers and monitor the
content of products in development, but there is no assurance that these steps will always be effective.

Business disruptions could adversely affect our operating results.

A significant portion of our critical business operations, including research and development, product maintenance,
services support, and general and administrative support, are concentrated in a few geographic areas. A disruption or failure
of our systems could cause delays in completing sales and providing maintenance and services to customers. A major
earthquake, fire or other catastrophic event that results in the destruction or disruption of any of our critical business or
information technology systems could severely affect our ability to conduct normal business operations and, as a result, our
future operating results could be materially and adversely affected.

Our profit margin for consulting services is lower than margins related to the other aspects of our business.

The consulting part of our business is highly competitive, is less proprietary, and carries a much lower gross margin
than the other aspects of our business. Our consulting services business is highly sensitive to customer demands, competitive
pressures and other external and internal forces. Our actions to improve our consulting services margin may be offset by
these forces which could negatively impact our operating results.

We must attract and retain account executives in our sales organization to achieve our revenue goals.

Revenue growth, and in particular software license revenue growth, requires that we have a sufficient number of
trained account executives in our sales organization to develop leads and call on prospective customers. Competition in our
industry for experienced account executives is intense. Competitors and other software companies may lure away our account
executives through signing bonuses and other special incentives. The failure to attract and retain account executives will
negatively impact our revenue growth. When we hire a new account executive, the time period required for that person to
become productive will vary, depending on their experience and training and the customer pipeline and length of sales cycle.
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If we are unable to attract and retain senior management, software developers, services consultants, finance and
accounting specialists, and other qualified personnel, we will be unable to develop new products and increase our revenue
and profitability.

We also rely on the continued service of our senior management, software developers, services consultants, finance
and accounting specialists, and other key employees. In the software industry, there is substantial and continuous competition
for highly skilled business, product development, technical, financial and other personnel. The failure to attract, train, retain
and effectively manage employees could negatively impact our development and efforts and cause a degradation of our
customer service. If we are unable to attract and retain finance and accounting personnel who have experience with the
software industry and U. S. accounting requirements, we will have to rely on more costly contractors to fill the roles
necessary for us to meet our governance and regulatory requirements.

We are required to delay revenue recognition into future periods for portions of our license fee activity.

Our entire worldwide business is subject to United States generally accepted accounting principles (U.S. GAAP).
Under those rules, we are required to defer revenue recognition for license fees in situations that include the following:

+  the customer agreement includes products that are under development or has other undelivered elements;

+ the customer agreement includes essential services, including significant modifications, customization or
complex interfaces (this is more prevalent with our M3 products);

+ the customer agreement includes acceptance criteria;
» the customer agreement includes extended or contingent payment terms or fees;

+  athird-party vendor, whose technology is incorporated into our products, delays delivery of its product to the
customer;

+  the customer agreement includes a fixed-fee service arrangement for which we do not have “vendor specific
objective evidence” (VSOE) of fair value; or

+  we are not able to establish historical pricing and maintenance renewal rates to meet the VSOE requirements of
these accounting rules.

We expect that we will continue to defer recognition of portions of our license fee activity in each period because of
these factors, with deferrals more likely for (a) our M3 products because of product customization (often required due to the
nature of the manufacturing and distribution industries) that is frequently included with new sales, (b) sales to governmental
entities because those often include fixed-fee arrangements for which we do not have VSOE of fair value, and (c) sales of
large license fee contracts because it is more difficult to use standard contract terms. The amount of license fees deferred may
be significant and will vary each quarter, depending on the mix of products sold in each market and geography, and the actual
contract terms.

We may take additional restructuring actions that result in financial charges in the period taken.

In fiscal 2009 and 2010, we took actions to reduce costs in response to the current global economic downturn and as
part of our preparation for verticalization of our organization’s structure in fiscal 2010. Depending on the continued impact of
the global economic downturn and the uncertainty and timing of any recovery, we may decide to take additional restructuring
actions to improve our operational efficiencies and we may be required to incur financial charges in the period when we
make such decisions, which could have a material adverse impact on our results of operations for that period.

We may have exposure to additional tax liabilities.

As a multinational organization, we are subject to income taxes as well as non-income based taxes, in both the U.S.
as well as in various foreign jurisdictions. Significant judgment is required in determining our worldwide income tax
provision and other tax liabilities. In the ordinary course of a global business, there are many intercompany transactions and
calculations where the ultimate tax determination is uncertain. Although we believe that our tax estimates are reasonable,
there is no assurance that the final determination of tax audits or tax disputes will not be different from what is reflected in
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our historical income tax provisions and accruals. We are also subject to non-income taxes, such as payroll, sales, use,
value-added, net worth, property and goods and services taxes, both in the U.S. and various foreign jurisdictions. We are
regularly under audit by tax authorities with respect to these non-income taxes and may have additional exposure to
additional non-income tax liabilities.

Our effective tax rate may increase or fluctuate, which could increase our income tax expense and reduce our net income.

Our effective tax rate can be adversely affected by several factors, many of which are outside of our control,
including:

«  changes in the relative proportions of revenues and income before taxes in the various jurisdictions in which we
operate that have differing statutory tax rates;

» changing tax laws, regulations, and interpretations in multiple jurisdictions in which we operate;
«  changes to the financial accounting rules for income taxes;

+ unanticipated changes in tax rates;

+ changes in accounting and tax treatment of stock-based compensation;

+ the tax effects of purchase accounting for acquisitions and restructuring charges that may cause fluctuations
between reporting periods;

«  changes to the valuation allowance on net deferred tax assets; or

+ the assessments, or any related tax interest or penalties, could significantly affect our income tax expense for the
period in which the settlements take place.

We report our results of operations based on our determinations of the amount of taxes owed in the various tax
jurisdictions in which we operate. Periodically, we receive notices that a tax authority to which we are subject has determined
that we owe a greater amount of tax than we have reported to such authority, and we regularly engage in discussions, and
sometimes disputes with these tax authorities. If the ultimate determination of our taxes owed in any of these jurisdictions is
for an amount in excess of the tax provision we have recorded, our operating results, cash flows, and financial condition
could be adversely affected.

We have adopted anti-takeover defenses that could make it difficult for another company to acquire control of Lawson or
limit the price investors might be willing to pay for our stock.

Provisions in our amended and restated certificate of incorporation and bylaws, our stockholder rights plan and
Delaware law could make it more difficult for other businesses to acquire us, even if doing so would benefit our stockholders.
Our amended and restated certificate of incorporation and bylaws contain the following provisions, among others, which may
inhibit an acquisition of our company by a third-party:

» advance notification procedures for matters to be brought before stockholder meetings;

» alimitation on who may call stockholder meetings;

«  aprohibition on stockholder action by written consent; and

« the ability of our board of directors to issue shares of preferred stock without a stockholder vote.

The issuance of stock under our stockholder rights plan could delay, deter or prevent a takeover attempt that
stockholders might consider in their best interests. We are also subject to provisions of Delaware law that prohibit us from
engaging in any business combination with any “interested stockholder,” meaning generally that a stockholder who
beneficially owns more than 15% of our stock cannot acquire us for a period of three years from the date this person became

an interested stockholder unless various conditions are met, such as approval of the transaction by our board of directors. Any
of these restrictions could have the effect of delaying or preventing a change in control.
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Stock ownership by officers and directors, or other stockholders accumulating large positions in our stock, could
significantly influence matters requiring stockholder approval.

As of May 31, 2010, our executive officers, directors, and affiliated entities, in the aggregate, beneficially owned
approximately 11.0% of our outstanding common stock, providing them with voting power to significantly influence matters
requiring approval by stockholders. From time to time, activist and hedge fund investors have accumulated large positions in
our stock. Holders of large quantities of our stock or groups of stockholders acting together could also significantly influence
all matters requiring approval by stockholders, including the nomination and election of directors and the approval of mergers
or other business combinations. Sales of our common stock by officers, directors or significant stockholders in the public
market, or the perception that such sales are likely to occur, could depress the market price of our common stock and could
impair our ability to raise capital through the sale of additional equity securities.

Our stock price could become more volatile and our stockholders’ investments could lose value.

All of the factors discussed in this section could affect our stock price. The timing of announcements in the public
market regarding new products, product enhancements or technological advances by our competitors or us, and any
announcements by us of acquisitions, major transactions, or management changes could also affect our stock price. Our stock
price is subject to speculation in the press and the analyst community, changes in recommendations or earnings estimates by
financial analysts, changes in investors’ or analysts’ valuation measures for our stock and market trends unrelated to our
performance. A significant drop in our stock price could also expose us to the risk of securities class actions lawsuits, which
could result in substantial costs and divert management’s attention and resources, which could adversely affect our business.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

Our corporate headquarters and executive offices are in Saint Paul, Minnesota, USA where we lease approximately
308,000 square feet of space. The lease on this facility expires July 31, 2015. We also lease approximately 100,000 square
feet of space, primarily for regional sales and support offices, elsewhere in the U.S. Additionally, primarily through our
location in Stockholm, Sweden, we lease approximately 680,400 square feet of office space in 25 countries used primarily as
sales and services offices. Expiration dates of leases on these offices range from 2010 to 2016. We believe that our current
domestic and international facilities are sufficient to meet our needs for at least the next 12 months. In addition, we believe
suitable additional or alternative space would be available on commercially reasonable terms to accommodate expansion of
our operations, if required. The restructuring plans we have implemented over the past few years have involved the exit or
reduction in space of certain of our leased facilities. See Note 3, Restructuring, in Notes to Consolidated Financial Statements
of this Form 10-K for additional information.

Item 3. Legal Proceedings

Patent Infringement Lawsuit by ePlus. On May 19, 2009, ePlus, Inc. filed a lawsuit in the United States District
Court for the Eastern District of Virginia against Lawson Software, Inc., Perfect Commerce, Inc., SciQuest, Inc. and Verian
Technologies, Inc. The other three defendants subsequently entered into separate confidential settlements and the court
dismissed their parts of the lawsuit. The May 2009 complaint alleges that Lawson’s supply chain products infringe three U.S.
patents owned by ePlus. In that complaint, ePlus seeks damages in an undisclosed amount, enhancement of those damages,
an attorneys’ fee award and an injunction against further infringement. In May 2010, ePlus quantified its damages claim
based on an alleged 5% to 6% royalty on all license, maintenance and services revenues in the United States since November
2003 for a wide range of Lawson’s supply chain products. Those alleged royalty damages would total $28.0 to $33.0 million
or more, and all or part of that award could be increased up to treble damages by the court, at its discretion, if ePlus proved
willful infringement by Lawson. A damages award would also include pre-judgment interest, which could total $6.0 to
$8.0 million if ePlus were awarded damages in the amount claimed. ePlus may supplement its damages demand before trial
based on updated Lawson sales information. If ePlus proves infringement, the court also has discretion to require Lawson to
reimburse ePlus for its legal fees and costs. We are contesting the infringement claims and validity of the patents as well as
the time frame and scope of products and services associated with ePlus’ damages claim. We are vigorously defending this
case because we believe we have meritorious defenses, including non-infringement and patent invalidity. This case is
currently scheduled to go to trial in September 2010. If we are not successful in obtaining summary judgment or other
resolution before or at trial, at the conclusion of the trial the jury will decide whether or not ePlus has proved that Lawson has
infringed, and whether or not Lawson has proved that the patents are invalid. If the jury finds that Lawson failed to prove
invalidity of the patents, and if the jury finds that ePlus has proved infringement, then the jury will determine the amount of
damages payable by Lawson. Given the inherent unpredictability of litigation and jury trials, we cannot at this time estimate
the possible outcome of this lawsuit. Because patent litigation is time consuming and costly to defend, we will continue to
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incur significant costs defending this case. In addition, in the event of an unfavorable outcome in this matter, it could have a
material adverse effect on our future results of operations or cash flows. If ePlus prevails in this lawsuit, we could be required
to pay a royalty to ePlus on the sale of certain products and services in the future, and if we could not reach agreement with
ePlus on the amount or scope of that royalty, we would have to either stop the sale of those products and services or make
modifications to avoid infringement.

Patent Infringement Lawsuit by JuxtaComm. On January 21, 2010, JuxtaComm-Texas Software, LLC filed a
lawsuit in the United States District Court for the Eastern District of Texas against Lawson Software, Inc., Lawson Software
Americas, Inc. and 20 other defendants. One of the defendants, Seco Tools, Inc. is a Lawson customer. Under the terms of
our customer license agreement, we have agreed to defend and indemnify Seco Tools in this lawsuit. The complaint alleges
that Lawson and the other defendants infringe United States Patent No. 6,195,662 entitled “System for Transforming and
Exchanging Data Between Distributed Heterogeneous Computer Systems.” JuxtaComm seeks damages in an undisclosed
amount, enhancement of those damages, an attorneys’ fee award and an injunction against further infringement. On April 22,
2010, JuxtaComm filed an amended complaint, naming Lawson ProcessFlow Integrator and Lawson System Foundation, as
well as any products and/or services in the Lawson S3 and Lawson M3 product lines, as allegedly infringing. We intend to
vigorously defend this case. Given the inherent unpredictability of litigation and jury trials, we cannot at this time estimate
the possible outcome of this lawsuit. Because patent litigation is time consuming and costly to defend, we could incur
significant costs defending this case. In addition, in the event of an unfavorable outcome in this matter, it could have a
material adverse effect on our future results of operations or cash flows.

Patent Infringement Lawsuit by Aloft Media. On May 14, 2010, Aloft Media, LLC filed a lawsuit in the United
States District Court for the Eastern District of Texas against Lawson Software, Inc., Lawson Software Americas, Inc. and 12
other defendants. The complaint alleges that Lawson’s Planning Workbench for Food and Beverage software product, and
possibly other software products, infringe United States Patent Nos. 7,593,910 and 7,596,538, which are each entitled
“Decision-Making System, Method and Computer Program Product.” Aloft Media seeks, in undisclosed amounts, damages,
costs, expenses, interest and royalties. We intend to vigorously defend this case. Given the inherent unpredictability of
litigation and jury trials, we cannot at this time estimate the possible outcome of this lawsuit. Because patent litigation is time
consuming and costly to defend, we could incur significant costs defending this case. In addition, in the event of an
unfavorable outcome in this matter, it could have a material adverse effect on our future results of operations or cash flows.

Class Action Overtime Lawsuit. On May 20, 2008, a putative class action lawsuit was filed against us in the United
States District Court for the Southern District of New York on behalf of current and former business, systems, and technical
consultants. The suit, Cruz, et. al., v. Lawson Software, Inc. et. al., alleged that we failed to pay overtime wages pursuant to
the Fair Labor Standards Act (FLSA) and state law, and alleged violations of state record-keeping requirements. The suit also
alleged certain violations of ERISA and unjust enrichment. Relief sought includes back wages, corresponding 401(k) plan
credits, liquidated damages, penalties, interest and attorneys’ fees. Given the preliminary nature of the alleged claims and the
inherent unpredictability of litigation, we cannot at this time estimate the possible outcome of any such action. We
successfully moved the case from the United States District Court for the Southern District of New York to the District of
Minnesota. The Minnesota Federal District Court conditionally certified the case under the FLSA as a collective action and
granted our motion to dismiss the two ERISA counts and the state wage and hour claims. Plaintiffs moved for Rule 23 class
certification but the Court denied their motion. At the present time, the size of the class is limited to the 68 consultants who
elected to participate in the lawsuit by filing opt-in forms. The overtime period at issue is two years, which would be
increased to three years if the plaintiffs proved that the Company intentionally violated the applicable wage and hour laws.
The plaintiffs’ damages expert claims total aggregate damages of $10.3 million for a two year period for the 68 consultants
and an additional $2.9 million in aggregate damages if the overtime period is three years. Given the inherent unpredictability
of litigation and jury trials, we cannot at this time estimate the possible outcome of this lawsuit. On June 30, 2010, Lawson
filed a motion to de-certify the FLSA collective action, which, if granted, would limit the action to the five named plaintiffs.
That motion will not be heard until November, 2010. As permitted by the present scheduling order, we plan to file a motion
for summary judgment asking for dismissal of remaining class members based on their performance of exempt duties and/or
making more than $100,000 per year. In the event of an unfavorable outcome in this matter, it could have a material adverse
effect on our future results of operations or cash flows.

We are subject to various other legal proceedings and the risk of litigation by employees, customers, patent owners,
suppliers, stockholders or others through private actions, class actions, administrative proceedings or other litigation. While
the outcome of these claims cannot be predicted with certainty, we do not believe that the outcome of any one of these legal
matters will have a material adverse effect on our consolidated financial position, results of operations or cash flows.
However, depending on the amount and the timing, an unfavorable resolution of some or all of these matters could materially
affect our future results of operations or cash flows in a particular period.



Item 4. (Removed and Reserved)
Part 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market Information

Our common stock is traded on the NASDAQ Global Select Market System (NASDAQ) under the symbol LWSN.
The following table lists the high and low closing sale prices by quarter as reported by NASDAQ.

_High _ Low

Fiscal 2010

FOUMH QUAIET «...vececeetceeeeeeeeee ettt sttt ene e ne e s $8.25 $6.20

THITd QUATTET .....vevevveeeeeeeeeeeee ettt s sttt $7.19 $5.75

SECONA QUAITET ... eveeeeeeeeeeeeee et ettt s bt ese b aseeeese e be e e e saeseebebereesene $7.41 $5.87

FATSt QUATET ....ooveveeceretcereetieee et et eteat e ae b te b e be st sne et eneeseenecaeebeseesaees $6.65 $4.99
Fiscal 2009

FOUrth QUATTET .....vevivvetiiiiciee ettt et ssese s aenesneen $5.87 $3.40

THIrd QUATTET . ...vivivieee ittt se bt ae e easeesasseneanen $5.25 $3.39

SECONA QUATET ...e.vivvceeeveeveererereerees e iese e sreree s essesesseseeseebeeeeressesseneeneenenns $8.18 $2.82

FITSt QUATTET «..voveeeevievetereetete ettt eae sttt bbbt enens $8.46 $6.99

Holders
As of July 1, 2010, the approximate number of registered stockholders of record was 195.
Dividends
We have historically not declared or paid any cash dividends on our common stock and do not anticipate paying

cash dividends in the foreseeable future. We intend to reinvest future earnings to fund the operation and expansion of our
business and to repurchase shares of our common stock under our board-approved share repurchase program.
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Stock Performance Graph

The following graph shows a comparison of cumulative total stockholder returns for Lawson’s common stock, the
NASDAQ Stock Market Index (U.S. companies) and the Dow Jones U.S. Software Index for the period from May 31, 2005
through May 31, 2010. The graph assumes the investment of $100 on May 31, 2005. The date regarding our common stock
assumes an investment at the closing price on May 31, 2005 of $5.92 per share of our common stock. All values assume
reinvestment of the full amount of all dividends and are calculated through May 31, 2010. The performance shown in the
graph below is based upon historical data and is not necessarily indicative of the future performance of our common stock.
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5/31/08 5/31/06 5/31/07 5/31/08 5/31/09 5/31/10
Lawson Software, InC. ........cooovvveiiiiiieeeeeeeeeeeeeciiees 100.00 114.02 155.07 147.30 88.85 139.36
NASDAQ Composite INdex ......occeceememeicininieccennncee 100.00 105.35 125.93 121.97 85.79 109.13
Dow Jones U.S. Software IndeX ..........cooeeeeiinrnnnnnnnns 100.00 94.43 124.61 122.77 93.27 113.61

Purchases of Equity Securities

On November 13, 2006, our Board of Directors approved a share repurchase program of up to $100.0 million of our
common stock. The Board increased this maximum to $200.0 million in April 2007 and to $400.0 million in July 2008. The
share repurchases are funded by our existing cash balances and future cash flows. Our share repurchases may occur with
transactions structured through investment banking institutions as permitted by securities laws and other legal requirements,
open market purchases, privately negotiated transactions and/or other mechanisms. Our share repurchase program does not
have an expiration date and allows us to repurchase shares at our discretion. Market conditions influence the timing of the
buybacks and the number of shares repurchased. There can be no assurance as to the amount, timing or repurchase price of
future repurchases, if any, related to the share repurchase program. The program may also be modified, extended or
terminated by our Board of Directors at any time.

In the fourth quarter of fiscal 2010, we did not repurchase any shares of our common stock under the share
repurchase program. During fiscal 2010, we repurchased an aggregate of 1.3 million shares of our common stock at an
average price of $5.92 per share under the share repurchase program. From inception of the repurchase program through
May 31, 2010, we have used $270.9 million to repurchase approximately 32.9 million shares at an average price of $8.23 per
share. The repurchased shares are recorded as treasury stock and result in a reduction to our stockholders’ equity. The shares
will be used for general corporate purposes. As of May 31, 2010, the maximum dollar value of shares that may yet be
purchased under this program was $129.1 million.
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Item 6. Selected Consolidated Financial Data

The following tables set forth selected consolidated financial data as of and for our last five fiscal years and should
be read in conjunction with Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations
and our Consolidated Financial Statements and the Notes to those statements. The selected consolidated financial data has
been derived from our audited Consolidated Financial Statements.

Years Ended May 31,

2010(1) 2009(2) 2008(2)(3) 2007(2) 2006(4)

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

Revenues:
LiCense fE€S .uviivviiiviiieiireeiier et $124,126  $109,683 $132,156  $105,861 $71,076
MaINtENANCE SEIVICES ..ovvevrieeeeeeeirreeeeeeerreeereeesaineennes 352,986 350,202 336,779 291,657 188,155
SOftWATE FEVENUES.....cevvveeeeeiee e 477,112 459,885 468,935 397,518 259,231
CONSUMING ..veeveveiir ettt 259,296 297,443 382,991 352,870 131,545
TOtal TEVENUES......cvveeeeieeieeeeeeere e eeee e 736,408 757,328 851,926 750,388 390,776
Total cost Of reVENUES ......cccevvveeereeeeeececieeceee e 321,094 358,632 412,920 399,320 171,542
Gross Profit .eeceeeeeeieiiiiieiicecriecec e 415,314 398,696 439,006 351,068 219,234
Operating expenses:
Research and development ..o, 90,268 82,377 85,374 85,325 60,711
Sales and marketing ..........coeeeveeenneeiinnecineneccnens 162,245 162,975 189,336 160,551 83,193
General and administrative .........ccccooveeeeieeceeennneenns 84,306 79,765 100,259 98,263 54,827
RESITUCIUTING. ...vovvevvveeieieceeresieieeee et se v seeeenis 13,154 19,954 (731) 15,483 1,825
Amortization of acquired intangibles........................ 9,472 8,892 13,690 10,089 2,122
Total operating eXpenses .......c..ccocceeeecoeceniercenne 359,445 353,963 387,928 369,711 202,678
Operating income (108S).....coeeeecmnirccnireiccrcnene e 55,869 44,733 51,078 (18,643) 16,556
Total other income (expense), Net..........ccoceeceerrnrcnes (15,233) (8,811) (13,345) 11,209 11,111
Income (loss) before income taxes .........ccceeeeveeerennnn. 40,636 35,922 37,733 (7,434) 27,667
Provision for INCOME taXes ....oovvvvverreevnrieeeeeririeeernnrenn 27,612 21,731 28,411 14,053 11,708
Net iNCOME (J0SS) ...vvviveirieiieiereerere ettt eveaeenees $13,024 $14,191 $9,322  $(21,487) $15,959
Net income (loss) per share:
BaSIC oo $0.08 $0.09 $0.05 $(0.12) $0.14
Diluted ..o s $0.08 $0.08 $0.05 $(0.12) $0.14
Weighted average common shares outstanding:
BaSIC oo s 161,442 164,011 177,283 186,363 110,995
DiIlUted ..o 165,251 166,393 180,580 186,363 115,350
(nH On January 11, 2010 we completed our acquisition of Healthvision. Fiscal 2010 includes Healthvision results for the

20 week period from January 11, 2010 thru May 31, 2010. See Note 4, Business Combinations, in Notes to
Consolidated Financial Statements of this Form 10-K.

2) Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities. See Note 2,
Summary of Significant Accounting Policies, in Notes to Consolidated Financial Statements of this Form 10-K.

3) Fiscal 2008 total other income (expense), net includes an $18.4 million impairment charge related to our
investments in auction rate securities. The related tax benefit of $7.1 million is not reflected in the fiscal 2008
provision for income taxes as we recorded a full valuation allowance against it as no tax benefit is expected.

4) On April 25, 2006, we completed our acquisition of Intentia. Fiscal 2006 includes Intentia results for the five-week

period from April 25, 2006 to May 31, 2006. Fiscal 2010, 2009, 2008 and 2007 include Intentia results for the full
year.
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May 31,

2010 2009(1) 2008(1) 2007(1) 2006

(in thousands)
Consolidated Balance Sheet Data:
Cash, cash equivalents, marketable securities and

short-term INVEStMENTS.........ccovvieieiereeereereereeereeneenns $375,917 $414,815 $485,810 $553,836 $306,581
Working capital .......cccoiueeiiieccniincriceceneecee 115,034 213,997 261,072 324,616 168,201
TOtal @SSELS ..eeuveeirrirrieiirieereeeeetee e e 1,372,044 1,324,481 1,496,890 1,462,324 1,170,652
Long-term debt—non-current(2)... 224,143 217,333 210,764 203,872 4,275
Total stockholders’ equity(3)....ccccevrerirecenevereneninnne, 625,169 623,960 763,824 779,801 791,659
(N Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities See Note 2,

Summary of Significant Accounting Policies, in Notes to Consolidated Financial Statements of this Form 10-K.

2) On April 23, 2007 we completed the issuance of $240.0 million of 2.50% senior convertible notes. See Note 7,
Long-Term Debt and Credit Facilities, in Notes to Consolidated Financial Statements of this Form 10-K.

3) As part of our share repurchase program, we repurchased 1.3 million shares of our common stock for $7.4 million in
fiscal 2010, 13.7 million shares for $103.0 million in fiscal 2009, 11.6 million shares for $105.6 million in fiscal
2008 and 6.4 million shares for $54.9 million in fiscal 2007. See Note 9, Common Stock, in Notes to Consolidated
Financial Statements of this Form 10-K.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the selected consolidated financial data presented
above, our Consolidated Financial Statements, the notes to those statements and other financial information appearing
elsewhere in this Annual Report on Form 10-K.

Management Overview
General

Lawson Software, Inc. is a global provider of enterprise software. We provide business application software,
consulting and maintenance to customers primarily in specific services, trade and manufacturing/distribution industries. We
specialize in and target specific industries through our three reportable segments: S3 Strategic Industries segment which
targets customers in the healthcare and public sector industries as well as the horizontal market for our Human Capital
Management product line, M3 Strategic Industries segment which targets customers in the equipment service management &
rental, food & beverage and fashion industries, and our General Industries segment which includes our services industries
(S3) customers and manufacturing & distribution industries (M3) customers which are in industries not included in our other
two industries groups.

Our software includes enterprise financial management, human capital management, business intelligence, asset
management, enterprise performance management, supply chain management, service management, manufacturing
operations, business project management and industry-tailored applications. Our applications help automate and integrate
critical business processes, which enables our customers to collaborate with their partners, suppliers and employees. We
support our customers’ use of our applications through consulting services that primarily help our customers implement their
Lawson applications, and through our maintenance programs that provide on-going support and product updates for our
customers’ continued use of our applications.

We believe our enterprise software solutions provide competitive advantages and business flexibility to our
customers. Lawson’s solutions fall within three main product lines and include related maintenance and consulting services.
Our product lines are referred to as Lawson S3 Enterprise Management System, Lawson M3 Enterprise Management System,
and Lawson Human Capital Management with many of the solutions in each product line having broad, cross-industry
application. Our S3 solutions consist of business applications designed for service industries. Our M3 solutions consist of
applications that are geared for manufacturing, distribution and trade businesses that face resource constraints and whose
processes are often complex and industry-specific. Our Human Capital Management applications provide solutions for
customers in any industry to strategically manage their workforce.
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In the third quarter of fiscal 2010 we acquired Healthvision, a Dallas-based company providing integration and
application technology and related services to hospitals and large healthcare organizations. The acquisition of Healthvision is
a strategic fit for our healthcare customers within our S3 Strategic Industries segment. Total purchase consideration related to
the Healthvision acquisition was $160.0 million, net of cash acquired, and resulted in the recognition of $95.5 million of
amortizable intangible assets and $78.2 million in goodwill. Operating results of Healthvision have been included in our
results of operations since the acquisition date of January 11, 2010. See Note 4, Business Combinations, in Notes to
Consolidated Financial Statements of this Form 10-K for additional information.

Demand for our software products and services continues to be negatively impacted by the weakened global
economy. This is particularly true in our EMEA region. The unprecedented disruption in the financial markets which began
in the fall of 2008 continued to disrupt credit and equity markets worldwide leading to a weakened global economic
environment, restricted credit availability, and economic uncertainties throughout fiscal 2010. The effect of the weakened
global economy and the fallout from the financial market turmoil continued to be a challenge for our license contracting and
demand for our services in fiscal 2010. We have experienced a longer sales cycle and increased price sensitivity. Certain
current and prospective customers have cancelled, delayed or downsized software purchases and implementation projects
because of the adverse economy and their internal budget constraints. Continued economic uncertainties and/or further
deterioration of economic conditions could cause further delay or reduce our current and prospective customers’ software
purchases or implementation projects which may negatively impact our future results. In addition, credit risks associated with
our customers/vendors may also be adversely impacted by the current economic conditions. This challenging economic
environment has also intensified the difficulty of forecasting software license and consulting services revenues. A decrease in
licensing activity will typically lead to a decrease in services revenues in subsequent quarters. Lower licensing activity will
also lower new maintenance revenues since maintenance fees for new product licenses are based on the amount of associated
license fees.

In response to the continued uncertainty in the global economic environment, we have taken actions during fiscal
2010 to reduce our headcount, primarily within our consulting practice in our EMEA region and within our M3 operations in
Europe, the U.S. and Manila. It is these areas of our business that have been particularly hard hit by the current global
economic conditions. These actions included the elimination of approximately 225 employees, or less than 6.0% of our
global workforce. Our results for fiscal 2010 include restructuring charges of approximately $13.2 million relating to these
actions. See Note 3, Restructuring, in Notes to Consolidated Financial Statements of this Form 10-K for more information.
We continue to closely monitor our discretionary spending while preserving targeted investments that we believe will enable
Lawson’s long-term growth and increase our operational efficiencies. We may consider possible future actions to reduce our
operating costs if circumstances warrant.

On April 2, 2010, our Benefits Committee approved a plan to modify our defined benefit pension plan in Norway
(the Plan). The modification of the Plan resulted in a curtailment of benefits in the fourth quarter of fiscal 2010, when the
modifications were approved. Accordingly, we recorded a gain of approximately $1.8 million in the fourth quarter of fiscal
2010. The modification of the Plan also led to a settlement of active participants’ projected benefits in the first quarter of
fiscal 2011 for which we anticipate recording an additional gain of approximately $1.5 million in the first quarter of fiscal
2011. See Note 11, Profit Sharing and 401 (k) Retirement Plan, in Notes to Consolidated Financial Statements of this
Form 10-K for additional information.

During fiscal 2009 and prior years, we operated as one business segment, the development and marketing of
computer software and related services including consulting, maintenance and customer support. Beginning in the first
quarter of fiscal 2010, we reorganized our operations to provide greater focus on and better serve our targeted vertical
markets. With this strategic organizational change, including a workforce realignment, we determined that we have three
reportable segments that align with our three industries groups: S3 Strategic Industries, M3 Strategic Industries and General
Industries. See Note 14, Segment and Geographic Information, in Notes to Consolidated Financial Statements of this
Form 10-K for additional information. We continue to evaluate our vertical organizational structure and have changed certain
management and reporting responsibilities effective June 1, 2010; eliminating our General Industries reportable segment and
redistributing responsibility for management of the vertical markets that were part of this segment into our S3 Strategic
Industries and M3 Strategic Industries segments. We believe the elimination of our General Industries segment will help us
drive more efficiencies and better manage our operations. Commensurate with this organizational change, we expect to begin
reporting operating results for two reportable segments in the first quarter of fiscal 2011.
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Fiscal 2010 Results

During fiscal 2010, within our S3 Strategic Industries segment, we entered into significant transactions within our
healthcare and public sector verticals and for our human capital management products. Our acquisition of Healthvision
benefitted our healthcare business within this segment. Software spending in our healthcare and public sector verticals has
proven more resilient in this weak economy than other industries in which we do business. Despite this resiliency, we believe
that public sector budgetary shortfalls will continue to present challenges. Within our M3 Strategic Industries segment, our
equipment service management & rental vertical also continued to perform well during fiscal 2010 with increased license
fees and consulting revenues as compared to last year. This increase was largely driven by our ability to offer a new end-to-
end solution for our customers in this vertical. Our channel partners, primarily third-party resellers, also contributed to the
improved licensing activity within our M3 Strategic Industries segment during the year. Certain industry verticals covered by
our General Industries segment, particularly manufacturing & distribution, retail and financial services have been hard hit by
the continued global economic downturn. Fiscal 2010 licensing activity in this segment increased slightly primarily related to
licensing in our services industries vertical, which was offset by decreases in maintenance and consulting revenues for the
segment.

Revenues for fiscal 2010 were $736.4 million, down 2.8% compared to $757.3 million in fiscal 2009. Software
revenues, consisting of license fees and maintenance services, increased $17.2 million, or 3.7%, in fiscal 2010 as compared to
last year. Both our S3 Strategic Industries and M3 Strategic Industries segments experienced growth in fiscal 2010 software
revenues. The increase included approximately $9.6 million within our S3 Strategic Industries segment related to our
acquisition of Healthvision. Our General Industries segment software revenues declined in fiscal 2010 compared to fiscal
2009 by $8.2 million. Consulting revenues decreased $38.1 million, or 12.8%, in fiscal 2010 compared to last year primarily
in our General Industries segment. The decrease was somewhat offset by the inclusion of Healthvision consulting revenues of
$5.7 million in fiscal 2010 within our S3 Strategic Industries segment.

Geographically, the decrease in fiscal 2010 revenues was primarily related to our EMEA region which decreased
$39.0 million, or 13.6%, as compared to last year. The decrease in EMEA revenues was primarily related to lower consulting
revenues as we have maintained significantly fewer billable consultants in EMEA during fiscal 2010 as compared to last year
and we have experienced lower bookings for our consulting and implementation services. This decrease was partially offset
by a $14.0 million, or 3.2%, increase in our Americas region primarily related to our acquisition of Healthvision. Revenues in
our APAC region also increased $4.1 million, or 13.2%, compared to last year. OQur Americas region accounted for
approximately 61.6% of our fiscal 2010 revenues while our EMEA and APAC regions accounted for 33.6% and 4.8%,
respectively. As a majority of Healthvision’s operations are in our Americas region, we anticipate that the Americas region
will continue to represent a greater proportion of our total revenues in fiscal 2011.

Total gross margin as a percent of revenues for fiscal 2010 improved to 56.4% as compared to 52.6% last year
primarily as result of improved gross margins related to our license fees and consulting revenues as well as a favorable mix
of software revenues compared to consulting revenues. The improvement in our gross margin from consulting services
primarily reflects the effects of our 2009 and 2010 restructuring activities. In addition, the inclusion of Healthvision’s
operations favorably impacted our consulting gross margins. In fiscal 2010 software revenues accounted for 64.8% of our
total revenues as compared to 60.7% last year. We anticipate an increased software revenue mix relative to total revenues in
fiscal 2011 as compared to fiscal 2010.

Fiscal 2010 operating expenses increased by $5.5 million, or 1.5%, compared to last year. As a percent of revenues,
fiscal 2010 operating expenses were 48.8% compared to 46.7% last year. Current year operating expenses included
$9.5 million related to the operations of Healthvision as well as approximately $1.6 million in transaction and integration
costs related to our acquisition of Healthvision.

Non-GAAP Financial Measures

Our results of operations in this Management’s Discussion and Analysis are presented in accordance with
U.S. GAAP. In addition to reporting our financial results in accordance with U.S. GAAP, we present certain non-GAAP
financial measures to our investors in our quarterly earnings releases, in information posted on our website and in other
public disclosures. These non-GAAP measures include non-GAAP revenues, non-GAAP operating income, non-GAAP
operating margin, non-GAAP net income and non-GAAP net income per diluted share. For fiscal 2010, non-GAAP revenues
of $742.2 million decreased $15.7 million, or 2.1%, compared to $757.9 million in fiscal 2009. Non-GAAP operating margin
of $115.7 million in fiscal 2010 improved $24.3 million, or 26.6%, compared to $91.4 million in fiscal 2009. As a percentage
of revenues, fiscal 2010 non-GAAP operating margin improved to 15.6% compared to 12.1% in fiscal 2009. Fiscal 2010
Non-GAAP net income was $68.6 million, or $0.42 per diluted share, compared to $58.9 million, or $0.35 per diluted share,
in fiscal 2009. See Non-GAAP Financial Measure Reconciliations below for additional information regarding our use of
these non-GAAP financial measures and reconciliations to the corresponding U.S. GAAP measures.
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Foreign Currency

A significant portion of our business is conducted in currencies other than the U.S. Dollar, particularly the Euro and
the Swedish Krona (SEK). Our revenues and operating expenses are affected by fluctuations in applicable foreign currency
exchange rates. Despite the significant strengthening in the U.S. Dollar relative to the Euro and SEK in the fourth quarter, for
our fiscal year ended May 31, 2010, the average exchange rates for the U.S. Dollar weakened against the Euro and the SEK
as compared to the average exchange rates for the similar period last year. These fluctuations in the exchange rates affected
our fiscal 2010 results as a decline in the U.S. Dollar to SEK and Euro exchange rates generally have the effect of increasing
our revenues but also increasing our operating expenses denominated in currencies other than the U.S. Dollar. Similarly,
strengthening in the U.S. Dollar to SEK and Euro exchange rates generally have the effect of reducing our revenues but also
reducing our operating expenses denominated in currencies other than the U.S. Dollar.

In general, for financial activities denominated in a currency other than the U.S. Dollar, we calculate constant
currency comparisons by converting the prior period financial activities at the average monthly exchange rates applicable to
current periods. We believe these constant currency comparisons provide additional insight into our business performance
during the applicable reporting periods exclusive of the effects of foreign currency exchange rate fluctuations, and should be
considered in addition to, but not as a substitute for the actual changes in revenues, expenses, income or other financial
measures presented in this Annual Report on Form 10-K.

The following table summarizes the year-over-year change, both in U.S. Dollars and percentages, in revenues and
costs and expenses due to fluctuations in exchange rates and changes in activity and pricing on a constant currency basis:

Change Due to  Change in Change Dueto  Change in
Currency Constant  Total Change Currency Constant  Total Change
Fiscal 2010 vs. Fiscal 2009 Fluctuations Currency as Reported Fluctuations Currency as Reported
(in thousands)
Revenues:

License fees ....ccooovvvvvvrvvvivvvisanannes $1,663  $12,780 $14,443 1.7% 11.5% 13.2%
Maintenance ServiCes ......c.oeevreeenunnes (2,988) 5,772 2,784 0.9) 1.7 0.8
Software revenues...........cccc.c...... (1,325) 18,552 17,227 (0.3) 4.0 3.7
Consulting.....c.ccecvvveervenreciereneene 5,204  (43,351) (38,147) 1.5 (14.3) (12.8)
Total revenues.........cocvevvvveeneeenes $3,879 $(24,799) $(20,920) 0.5% (3.3)% (2.8)%
Total costs and operating expenses...... $7,766 $(39,822) $(32,056) 1.0% (5.5% (4.5)%

The fluctuations in foreign currency exchange rates had an unfavorable impact on our fiscal 2010 net income per
basic and diluted share of approximately $0.02 per share.

Acquisitions

We account for our acquisitions under the purchase method of accounting. Accordingly, the assets and liabilities
acquired were recorded at their estimated fair values at the effective date of the acquisitions and the results of operations have
been included in our Consolidated Statements of Operations since the acquisition dates. In accordance with Financial
Accounting Standards Board (FASB) guidance related to goodwill and other intangible assets, goodwill recorded as a result
of these acquisitions is subject to an annual impairment test and is not amortized. These acquisitions are intended to enhance
our focus on targeted vertical markets and to provide additional value-added products and services to our customers. See
Note 4, Business Combinations, in Notes to Consolidated Financial Statements of this Form 10-K for additional information
related to our recent acquisitions.

Critical Accounting Policies and Estimates

The discussion and analysis of our financial condition and results of operations are based upon our audited
Consolidated Financial Statements, which have been prepared in accordance with U.S. GAAP. The preparation of these
financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities as
of the date of our financial statements, the reported amounts of revenues and expenses during the reporting periods presented,
as well as our disclosures of contingent assets and liabilities. On an on-going basis, we evaluate our estimates and
assumptions, including, but not limited to, those related to revenue recognition, allowance for doubtful accounts and sales
returns, fair value of investments, fair value of stock-based compensation, fair value of acquired intangible assets and
goodwill, useful lives of intangible assets and property and equipment, income taxes, restructuring obligations and
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contingencies and litigation. We base our estimates and assumptions on our historical experience and on other information
available to us at the time that these estimates and assumptions are made. We believe that these estimates and assumptions
are reasonable under the circumstances and form the basis for making judgments about the carrying values of our assets and
liabilities that are not readily apparent from other sources. Actual results and outcomes could differ from our estimates.

Our significant accounting policies are described in Note 2, Summary of Significant Accounting Policies, in Notes to
Consolidated Financial Statements of this Form 10-K. We believe that the following discussion addresses our critical
accounting policies and reflect those areas that require more significant judgments, and use of estimates and assumptions in
the preparation of our Consolidated Financial Statements.

Revenue Recognition. Revenue recognition rules for software businesses are very complex. We follow specific and
detailed guidelines in determining the proper amount of revenue to be recorded. However, certain judgments affect the
application of our revenue recognition policy. Revenue results are difficult to predict, and any shortfall in revenue or delay in
recognizing revenue could cause our operating results to vary significantly from year to year.

The significant judgments for revenue recognition typically involve whether collectability can be considered
probable and whether fees are fixed or determinable. In addition, our transactions often consist of multiple element
arrangements, which typically include license fees, maintenance and support fees and consulting service fees. These multiple
element arrangements must be analyzed to determine the relative fair value of each element, the amount of revenue to be
recognized upon shipment, if any, and the period and conditions under which deferred revenue should be recognized.

We recognize revenue in accordance with the FASB guidance related to software revenue recognition. We license
software under non-cancelable license agreements and provide related consulting services, including training, and
implementation services, as well as on-going customer support and maintenance.

When our consulting, training and implementation services 1) are not considered essential to the functionality of our
software products, 2) are sold separately and also 3) are available from a number of third-party service providers, our
revenues from these services are generally recorded separately from license fees and recognized as the services are
performed. License fees within software arrangements including services that do not meet any one or a combination of the
three criteria listed above, are recognized in accordance with FASB guidance on revenue recognition, using contract
accounting and the percentage-of-completion methodology based on labor hours input. Software arrangements which include
certain fixed-fee service components are usually recognized as the services are performed while corresponding costs to
provide these services are expensed as incurred.

From time to time, we enter into software arrangements that include software license, maintenance and consulting
services which are considered essential to the functionality of the software. In these instances, we recognize revenue for the
three revenue streams under two units of accounting, which are the (i) software license bundled together with consulting
services and (ii) maintenance. For purposes of displaying revenues, we present applicable license fees, maintenance and
consulting revenues in our Consolidated Statements of Operations using vendor specific objective evidence (VSOE) (or, if
unavailable, other objective evidence) of fair value for the undelivered elements and assigning the remainder of the
arrangement fee to the license.

The amounts of revenue and related expenses reported in our Consolidated Financial Statements may vary, due to
the amount of judgment required to address significant assumptions, risks and uncertainties in applying the application of the
percentage-of-completion methodology. Our specific revenue recognition policies are as follows:

*  Software License Fees—License fee revenues from end-users are recognized when the software product has
been shipped, provided a non-cancelable license agreement has been signed, there are no uncertainties
surrounding product acceptance, the fees are fixed or determinable and collection of the related receivable is
considered probable. Provided the above criteria are met, license fee revenues from resellers are recognized
when there is a sell-through by a reseller to an end-user. A sell-through is determined when we receive an order
form from a reseller for a specific end-user sale. We do not generally offer rights of return, acceptance clauses
or price protection to our customers. In situations where software license contracts include rights of return or
acceptance clauses, revenue is deferred until the clause expires. Typically, our software license fees are due
within a 12-month period from the date of shipment. If the fee due from the customer is not fixed or
determinable, or includes payment terms greater than twelve months from shipment, revenue is recognized as
payments become due and all other conditions for revenue recognition have been satisfied. In software
arrangements that include rights to multiple delivered elements such as software products or specified upgrades
and undelivered elements such as support or services, we allocate the total arrangement fee according to the fair
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value of each element using VSOE. VSOE of fair value is determined using the price charged when that
element is sold separately. In software arrangements in which we have fair value of all undelivered elements but
not of a delivered element, we use the residual method to record revenue. Under the residual method, the fair
value of the undelivered elements is deferred and the remaining portion of the arrangement fee is allocated to
the delivered element and is recognized as revenue. In software arrangements in which we do not have VSOE
of fair value of all undelivered elements, revenue is deferred until fair value is determined or all elements for
which we do not have VSOE of fair value, have been delivered.

«  Maintenance and Support—Revenues from customer maintenance and support contracts are deferred and
recognized ratably over the term of the agreements. Revenues for maintenance and support that are bundled
with license fees are deferred based on the VSOE of fair value of the bundled maintenance and support and
recognized over the term of the agreement. VSOE of fair value is based on the renewal rate for continued
maintenance and support arrangements.

+  Consulting Services—Revenues from consulting services (including training and implementation services) are
recognized as services are provided to customers. Revenues for consulting services that are bundled with license
fees are deferred based on the VSOE of fair value of the bundled services and recognized when the services are
performed. VSOE of fair value is based on the price charged when training and consulting services are sold
separately. Our subscriptions contracts are comprised of recurring software licenses, related support and
applicable hosting. Because these components work interdependently we consider them to be one accounting
element for which we defer recognition of the subscription fee upon contract execution and recognize it ratably
over the subscription period.

Allowance for Doubtful Accounts. We maintain an allowance for doubtful accounts at an amount we estimate to be
sufficient to provide adequate protection against losses resulting from extending credit to our customers. In judging the
adequacy of the allowance for doubtful accounts, we consider multiple factors including historical bad debt experience, the
general economic environment, the need for specific customer reserves and the aging of our receivables. This provision is
included in operating expenses as a general and administrative expense. A considerable amount of judgment is required in
assessing these factors. If the factors utilized in determining the allowance do not reflect future performance, then a change in
the allowance would be necessary in the period such determination is made which would affect future results of operations.

Sales Returns and Allowances. We do not generally provide a contractual right of return. However, in the course of
arriving at practical business solutions to various warranty and other claims, we have allowed sales returns and allowances.
We record a provision against revenue for estimated sales returns and allowances on licenses and consulting in the same
period the related revenues are recorded or when current information indicates additional amounts are required. These
estimates are based on historical experience determined by analysis of return activities, specifically identified customers and
other known factors. If the historical data we utilize does not reflect expected future performance, a change in the allowances
would be recorded in the period such determination is made affecting future results of operations.

Valuation of Long-Lived and Intangible Assets and Goodwill. The majority of our intangible assets and goodwill
resulted from our April 2006 acquisition of Intentia and our January 2010 acquisition of Healthvision. We review identifiable
intangible and other long-lived assets for impairment in accordance with FASB guidance on accounting for the impairment or
disposal of long-lived assets, whenever events or changes in circumstances indicate the carrying amount may not be
recoverable. Events or changes in circumstances that indicate the carrying amount may not be recoverable include, but are
not limited to, a significant decrease in the market value of the business or asset acquired, a significant adverse change in the
extent or manner in which the business or asset acquired is used or a significant adverse change in the business climate in
which we operate. If such events or changes in circumstances are present, the undiscounted cash flows method is used to
determine whether the long-lived or intangible asset is impaired. Cash flows would include the estimated terminal value of
the asset and exclude any interest charges. If the carrying value of the asset exceeds the undiscounted cash flows over the
estimated remaining life of the asset, the asset is considered impaired, and the impairment is measured by reducing the
carrying value of the asset to its fair value using the discounted cash flows method. The discount rate utilized is based on
management’s best estimate of the related risks and return at the time the impairment assessment is made.

On an annual basis or if events or changes in circumstances indicate the carrying amount of goodwill may not be
recoverable, we review our recorded goodwill for impairment in accordance with FASB guidance related to goodwill. We
conduct our annual impairment test in the fourth quarter of each fiscal year. Testing for goodwill impairment is a two step
process. The first step of the goodwill impairment test, used to identify potential impairment, compares the fair value of a
reporting unit with its carrying amount, including goodwill. During fiscal 2009 and in prior years, we operated as one
reporting unit and therefore compared the carrying amount of our goodwill to our market value. Market value was determined
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utilizing our market capitalization plus a control premium. If our market value exceeded our carrying amount, goodwill was
considered not impaired, thus the second step of the impairment test was not necessary. If our carrying amount exceeded our
market value, the second step of the goodwill impairment test would be performed to measure the amount of impairment loss,
if any. The second step of the goodwill impairment test, used to measure the amount of impairment loss, compares the
implied fair value of the goodwill with its carrying amount. If the carrying amount of the goodwill exceeds the implied fair
value, an impairment loss would be recognized in an amount equal to the excess. Any loss recognized cannot exceed the
carrying amount of goodwill. After a goodwill impairment loss is recognized, the adjusted carrying amount of goodwill is the
new accounting basis. A subsequent reversal of a previously recognized goodwill impairment loss is prohibited once the
measurement of that loss is completed and the loss has been recognized.

During the first quarter of fiscal 2010, with our strategic reorganization and workforce realignment, we determined
that we operate under three reportable segments: S3 Strategic Industries, M3 Strategic Industries and General Industries. For
purposes of our goodwill impairment testing, we have determined that we have four reporting units: S3 Strategic Industries
group, M3 Strategic Industries group, the services industries component of our General Industries group and the
manufacturing & distribution component of our General Industries group. Upon this change from one reporting unit to four
reporting units, effective June 1, 2009, we were required to allocate our goodwill to each reporting unit based upon their
relative fair values and we were required to perform a step one goodwill impairment test.

For purposes of allocating our recorded goodwill to our new reporting units, we estimated their fair values using a
combination of an income approach (discounted cash flow method) and a market approach (market comparable method).
Based on the results of the first step of our impairment test, the fair value exceeded the carrying value of the net assets for all
of our reporting units as of June 1, 2009. Based on our year-end assessment performed in the fourth quarter of fiscal 2010,
the calculated fair values of our reporting units exceeded their carrying values by amounts between approximately
$23.0 million and $550.0 million, or 40.0% to 185.0% of the reporting unit carrying values, as of May 31, 2010.
Accordingly, there was no impairment of our goodwill. We have no accumulated impairment charges related to our goodwill.

Income Taxes. Our provision for income taxes consists of provisions for federal, state, and foreign income taxes.
We operate in an international environment with significant operations in various locations outside of the United States.
Accordingly, our consolidated income tax rate is a composite rate reflecting our operating results in various locations and the
applicable rates.

Significant judgment is required in determining our worldwide income tax provision. In the ordinary course of a
global business, there are many transactions and calculations where the ultimate tax outcome is uncertain. Our judgments,
assumptions, and estimates relative to the provision for income taxes take into account current tax laws, our interpretation of
current tax laws, and possible outcomes of current and future audits conducted by foreign and domestic tax authorities.
Although we believe that our estimates are reasonable, the final tax outcome of matters could be different from that which is
reflected in our historical income tax provision and accruals. Such differences, if identified in future periods, could have a
material effect on the amounts recorded in our Consolidated Financial Statements.

In conjunction with preparing the global tax provision, we must assess temporary differences resulting from the
different treatment of specific items for tax and financial reporting purposes. These differences result in deferred tax assets
and liabilities, which are included within our Consolidated Balance Sheets. As part of this process we must also assess, on a
jurisdictional basis, the likelihood that deferred tax assets will be realized from future taxable income, and based on this
assessment establish a valuation allowance, if required. The determination of our valuation allowance is based upon a number
of assumptions, judgments, and estimates, including historical operating results, forecasted earnings and future taxable
income, and the relative proportions of revenue and income before taxes in the various domestic and international
jurisdictions in which we operate. To the extent we establish a valuation allowance or change the valuation allowance in a
period, we reflect the change with a corresponding increase or decrease to our tax provision.

Under the provisions of the FASB guidance related to accounting for income taxes, prior to fiscal 2010, reductions
to the valuation allowance related to Intentia’s deferred tax assets that existed as of the date of the acquisition of Intentia were
first credited against goodwill, then to the other identifiable assets existing at the date of acquisition, and then, once these
assets have been reduced to zero, credited to the income tax provision. A non-cash provision will be credited against
goodwill for the utilization of pre-acquisition net operating losses that had been fully reserved in purchase accounting. With
our adoption of the FASB guidance related to business combinations effective June 1, 2009, beginning in fiscal 2010 any
release of valuation allowances recorded through purchase accounting in relation to our acquisitions are now included as a
decrease in our income tax provision.
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We recognize accrued interest related to unrecognized tax benefits in tax expense. Penalties, if incurred, are also
recognized as a component of tax expense. In addition, the tax effect of discrete items is booked entirely in the quarter in
which the discrete event occurs.

Contingencies. We may, from time to time, have unresolved regulatory, legal, tax or other matters. See Note 13,
Commitments and Contingencies. We provide for contingent liabilities in accordance with FASB guidance related to
accounting for contingencies. Pursuant to this guidance, a loss contingency is charged to income when it is probable that an
asset has been impaired or a liability has been incurred at the date of the financial statements and the amount of the loss can
be reasonably estimated. Disclosure in the notes to the financial statements is required for loss contingencies that do not meet
both conditions if there is a reasonable possibility that a loss may have been incurred. Gain contingencies are not recorded
until realized. We expense all legal costs incurred to resolve regulatory, legal, tax, or other matters in the period incurred.

Periodically, we review the status of each significant matter to assess our potential financial exposure. If a potential
loss is considered probable and the amount can be reasonably estimated as defined by the guidance related to accounting for
contingencies, we reflect the estimated loss in our results of operations. Significant judgment is required to determine the
probability that a liability has been incurred and whether such liability can be reasonably estimated. Because of uncertainties
related to these matters, accruals are based on the best information available to us at that time. Further, estimates of this
nature are highly subjective, and the final outcome of these matters could vary significantly from the amounts that have been
included in the accompanying Consolidated Financial Statements. As additional information becomes available, we reassess
the potential liability related to any pending claims and litigation and may revise our estimates accordingly. Such revisions in
the estimates of the potential liabilities could have a material impact on our future results of operations, financial position and
cash flows.

Litigation Reserves. The establishment of litigation reserves requires significant judgments concerning the ultimate
outcome of pending litigation against us and our subsidiaries. Reserves established in the normal course of business are based
on the application of FASB guidance related to accounting for contingencies, which requires us to record a reserve if we
believe an adverse outcome is probable and we are able to make a reasonable estimation of the probable loss. Reserves
established in purchase accounting are based on fair value under the FASB guidance related to business combinations so long
as fair value can be determined within the purchase price allocation period. All such reserves exclude legal costs which are
treated as period expenses when incurred.

Litigation by its nature is uncertain and the determination of whether any particular case involves a probable loss
and quantifying the amount of loss for purposes of establishing or adjusting applicable reserves requires us to exercise
considerable judgment, which is applied as of a certain date. The required reserves may change in the future due to new
matters, developments in existing matters or if we determine to change our strategy with respect to the resolution of any
particular matter. See Note 13, Commitments and Contingencies.

Share-Based Compensation. Effective June 1, 2006, we adopted FASB guidance on share-based payments. Under
this guidance, share-based employee compensation cost is recognized using the fair value based method for all new awards
granted after June 1, 2006 and unvested awards outstanding at June 1, 2006. Compensation costs for unvested stock options
and non-vested awards that were outstanding at June 1, 2006, are being recognized over the requisite service period based on
the grant-date fair value of those options and awards as previously calculated using a straight-line method. We elected the
modified-prospective method in adopting the FASB guidance, under which prior periods are not retroactively restated.

FASB guidance on share-based payments requires companies to estimate the fair value of share-based payment
awards on the date of grant using an option-pricing model. We use the Black-Scholes option-pricing model which requires
the input of significant assumptions including an estimate of the average period of time employees will retain stock options
before exercising them, the estimated volatility of our common stock price over the expected term, the number of options that
will ultimately be forfeited before completing vesting requirements and the risk-free interest rate. Changes in the assumptions
can materially affect the estimate of fair value of share-based compensation and, consequently, the related expense
recognized. The assumptions we use in calculating the fair value of share-based payment awards represent our best estimates,
which involve inherent uncertainties and the application of management’s judgment. As a result, if factors change and we use
different assumptions, our share-based compensation expense could be materially different in the future. See Note 5,
Share-Based Compensation and Stock Incentive Plans, in Notes to Consolidated Financial Statements of this Form 10-K for
additional information.
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Results of Operations

The following table sets forth certain line items in our Consolidated Statements of Operations as a percentage of
total revenues for the periods indicated, the period-over-period percent actual increase (decrease) and the period-over-period
percent increase (decrease) on a constant currency basis, see Foreign Currency, above:

Percentage of Total Revenue Percent of Doliar Change
Years Ended May 31, 2010 vs. 2009 2009 vs. 2008
Constant Constant
2010 2009 2008 Actual  Currency _ Actual  Currency
(as adjusted)  (as adjusted)
Revenues:
License fees ...cccoeiveviviininiiiereeeenee 16.9% 14.5% 155% 13.2% 11.5% (17.0)0% (12.2)%
Maintenance Services........covverurerrenravereaeene. 47.9 46.2 39.5 0.8 1.7 4.0 7.7
Software revenues..........coceeveenvcecnnnnncenn. 64.8 60.7 55.0 3.7 4.0 (1.9) 2.2
CONSUIING.c.eveveevrererierene e 35.2 39.3 45.0 (12.8) (14.3) (223) (16.9)
Total TEVENUES.....ooveeeeerricceniinreccricniennee 100.0 100.0 100.0 (2.8) 33) (11.1) (6.3)
Cost of revenues:
Cost of license fees .......cocoeevivcvcniiiieenne 3.2 3.2 3.4 (1.5) (5.5 (154) (12.7)
Cost of maintenance Services.......cc.evveeuese 9.3 8.5 7.7 5.7 4.8 2.1 3.2
Cost of software revenues.............ccceeee 12.5 11.7 11.1 3.7 1.9 6.1) (1.7)
Cost of consulting .........ccecevvvriicciniincnn, 31.1 35.7 374 (15.1) (16.3) (15.2) 9.3)
Total cost Of TEVENUES ....evvevververrvreienne 43.6 474 48,5 (10.5) (11.8) (13.1) (7.5)
Gross Profit ......ccceeeeveneieceninieneneneeireenenne 56.4 52.6 51.5 42 4.5 (9.2) 5.1
Operating expenses:
Research and development ...........cccooeeeee. 12.3 10.9 10.0 9.6 8.9 (3.5) 3.6
Sales and marketing.......ccccoeeeenirieicnceieeens 22.0 21.5 22.2 0.4) (1.0) (@139 9.5)
General and administrative ...........c.cccoeu.e.... 114 10.5 11.7 5.7 6.3 (204) (17.0)
REStIUCtUTING . ..evveveeneeiecei e 1.8 2.6 —  (34.1) (38.0) *NM *NM
Amortization of acquired intangibles........... 1.3 1.2 1.6 6.5 47 (35.00 (30.1)
Total operating expenses ................c...... 48.8 46.7 45.5 1.5 0.9 (8.8) (3.8)
Operating INCOME....veveeueeverrerrirereeneeneeseenneeane 7.6 5.9 6.0 249 36.8  (12.4) (14.6)
Total other income (expense), net..........cc.c.ce. (2.1) (1.2) (1.6) 72.9 89.0 (34.0) (37.8)
Income before income taxes ..........ccceeeeneeunee. 5.5 4.7 4.4 13.1 23.9 4.8) 6.1)
Provision for income taxes ............cccooeevevenrnne. 3.7 2.8 33 27.1 250  (23.5) (20.0)
NEt INCOME...uiviiiriieieeeiiieerererrereeraeeenairaesens 1.8% 1.9% 1.1% (82)% 21.7% 522% 28.1%
* NM Percentage not meaningful

The discussion that follows relating to our results of operations for the comparable fiscal years ended May 31, 2010,
2009 and 2008, should be read in conjunction with the accompanying audited Consolidated Financial Statements and related
Notes and with the information presented in the above table. This analysis addresses the actual changes in our results of
operations for the comparable fiscal years as presented in accordance with U.S. GAAP. For changes excluding the impact of
foreign currency fluctuations, see the constant currency percentages in the above table.

Revenues
Years Ended May 31,
2010 2009 2008 2010 vs. 2009 2009 vs. 2008
(in thousands)

Revenues:
License fEES ...ooovveeeivieereiecevee e $124,126 $109,683 $132,156 $14,443 13.2% $(22,473) (17.0)%
Maintenance SErviCes......ccevrvreeveerrieeeneernnen 352,986 350,202 336,779 2,784 0.8 13,423 4.0
Software revenues........c.ceeeeveeiveeeeeeiieeeennne 477,112 459,885 468,935 17,227 3.7 (9,050) (1.9)
CONSUILING .c.veevrenrereeieiineere e 259,296 297,443 382,991 (38,147) (12.8) (85,548) (22.3)
Total revenues......cccvveeeeeceeeeeeiiieeeerieee e $736,408 $757,328 $851,926 $(20,920) 2.8)% $(94,5982 (11.1D)%
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The following table sets forth revenues by reportable segment:

Years Ended May 31,
2010 2009 2008 2010 vs. 2009 2009 vs. 2008

(in thousands)
S3 Strategic Industries:

License €S .....coovvevvviveicvieiieeieeeiieee e $47,676  $41,580 $38,033 $6,096 14.7% $3,547 9.3%
Maintenance SErviCeS.....oouevvvrrvverreevvreeeenenns 147954 134,175 118,705 13,779 10.3 15,470 13.0
SOftWare reVENUES......ccvvveeeeevvreeeeiiieeenenns 195,630 175,755 156,738 19,875 11.3 19,017 12.1
CONSUILING..vveveeereireereieeieeieneeneeeeeeeeeeenens 78,997 84,089 90,659 (5,092) 6.1) (6,570) (7.2)
Total S3 FEVENUES v.covveeeeveeereeeeeereeeenne $274,627 $259.,844 $247,397 $14,783 5.7% $12,447 5.0%
M3 Strategic Industries:
License fees .....oooveoeeviieeeeeeeeee e $43,196  $36,515 $43,479 $6,681 18.3%  $(6,964) (16.0)%
Maintenance SEIVICES ....ovvrverrrieeeervevenrenns 73,168 74,319 70,435 (1,151) (1.5) 3,884 5.5
Software revenues.......ccccoeceeeecenncenneenns 116,364 110,834 113,914 5,530 5.0 (3,080) 2.7
CONSURING ..evvevervirireieierceiecc e 116,747 116,954 156,507 207) (0.2) _(39,553) (25.3)
Total M3 revenues ........cccceveeeeeeveecnvennenen. $233,111 $227,788 $270,421 $5,323 2.3% $(42,633) (15.8)%
General Industries:
License €S ...uvvvvvivvviviiieeeiieeeeeeeeee e $33,254 $31,588 $50,644 $1,666 5.3% $(19,056) (37.6)%
Maintenance SErviCeS......ovovvveevieeeeueeacvernnes 131,864 141,708 147,639 (9,844) (6.9) (5,931) 4.0)
Software revenues.......co.ceeeeveeeeeceneenneenne 165,118 173,296 198,283 (8,178) 4.7y (24,987) (12.6)
CONSUIING .c.covvvereiiiiiereieeneeeteeeceens 63,552 96,400 135,825 (32,848) (34.1) (39,425) (29.0)
Total GI reVenues ..........ccoevvevveeereeveeneennes. $228,670 $269,696 $334,108 $(41,026) (15.2)% _$(64.412) (19.3)%

Total Revenues. We generate revenues from licensing software, providing maintenance on licensed products and
providing consulting services. We generally utilize written contracts as the means to establish the terms and conditions by
which our products, maintenance and consulting services are sold to our customers. As our maintenance and consulting
services are primarily attributable to our licensed products, growth in our maintenance and consulting services is generally
tied to the level of our license contracting activity.

Fiscal 2010 total revenues decreased 2.8% to $736.4 million as compared to $757.3 million in fiscal 2009. The
decrease was driven by a $38.1 million, or 12.8%, decrease in our consulting revenues. This decrease was partially offset by a
$17.2 million, or 3.7%, increase in our year-over-year software revenues which included a $14.4 million, or 13.2%, increase
in license fees revenues as well as a $2.8 million, or less than 1.0%, increase in our maintenance services revenues.

Fiscal 2009 total revenues decreased 11.1% to $757.3 million as compared to $851.9 million in fiscal 2008. The
decrease was primarily driven by an $85.5 million, or 22.3%, decrease in consulting revenues as well as a 17.0% decrease in
license fees revenues. These decreases were partially offset by a 4.0% increase in our maintenance services revenues.

License Fees. Our license fees primarily consist of fees resulting from products licensed to customers on a
perpetual basis. Product license fees result from a customer’s licensing of a given software product for the first time or with a
customer’s licensing of additional users for previously licensed products.

For fiscal 2010, license fees revenues increased $14.4 million, or 13.2%, compared to fiscal 2009. The increase in
license fees revenues was experienced in each of our reportable segments with S3 Strategic Industries, M3 Strategic
Industries and General Industries segments up $6.1 million, $6.7 million and $1.7 million, or 14.7%, 18.3% and 5.3%,
respectively, compared to last year. The increase in our S3 Strategic Industries segment was primarily related to our
healthcare vertical which included $2.4 million related to the operations of Healthvision and the continued benefit of the
targeted sales stimulus campaign we offered our existing S3 customer base during the second half of fiscal 2009, primarily
during our fourth quarter. This program favorably impacted our healthcare and services industries verticals’ revenues in the
first quarter of fiscal 2010 as we recognized revenue previously deferred as all revenue recognition criteria related to these
transactions were met in the first quarter of fiscal 2010. Our public sector vertical as well as our human capital management
product line also showed year-over-year improvements in license fees revenues during fiscal 2010. The M3 Strategic
Industries improvement related primarily to increases in our equipment service management & rental vertical including the
recognition in the first quarter of fiscal 2010 of certain deferred revenues on previous transactions upon the completion of
customer implementation project milestones in the first quarter. In addition, license fees revenues from our channel partners
within the M3 Strategic Industries segment increased as compared to last year. The increase in our General Industries
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segment was primarily related to license activity in our services industries vertical. License fees revenues increased in all
geographies with Americas, EMEA and APAC up $7.9 million, $5.4 million and $1.1 million, respectively, for fiscal 2010
compared to last year. The total number of licensing transactions decreased in fiscal 2010 by 128 to 1,080 as compared to
1,208 in fiscal 2009. The number of licensing transactions with new customers was 93 compared to 88 last year. In fiscal
2010 we entered into 20 license transactions between $0.5 million and $1.0 million compared to 36 last year. We entered into
16 licensing transactions greater than $1.0 million in fiscal 2010 compared to nine last year. Healthvision accounted for an
additional 97 licensing transactions in the current year.

For fiscal 2009, license fees revenues decreased $22.5 million to $109.7 million, or 17.0%, compared to fiscal 2008.
The weakened global economy lengthened our sales cycle which negatively affected our license fees revenues during fiscal
2009. This decrease in license fees revenues was experienced in all of our geographies with EMEA, the Americas and APAC
down approximately $19.7 million, $1.2 million and $1.6 million; respectively. The EMEA decrease of 36.2% was due to
lower sales of our M3 solutions in our manufacturing related verticals. The Americas’ decrease was primarily related to lower
license fees in services industries outside of our targeted verticals and lower M3 license fees in our manufacturing vertical.
These decreases were somewhat offset by increased license fees revenues related to our equipment services management &
rental, healthcare and human capital management verticals. The decrease in APAC license fees revenues in fiscal 2009 was
primarily related to decreased M3 licenses fees. In addition, license fees revenues for fiscal 2009 were favorably impacted by
a targeted sales campaign we offered to our existing S3 customer base during the second half of fiscal 2009, primarily our
fourth quarter. This program provided special terms for our customers adding new products to their Lawson solutions. The
total number of licensing transactions decreased in fiscal 2009 by 337 to 1,208 as compared to 1,545 in fiscal 2008. The
number of licensing transactions with new customers was 88 compared to 129 in fiscal 2008. We entered into 36 and 33
license transactions between $0.5 million and $1.0 million in fiscal 2009 and 2008, respectively. We entered into nine
licensing transactions greater than $1.0 million in fiscal 2009 compared to 14 in fiscal 2008.

Maintenance Services. Our maintenance services revenues represent the ratable recognition of fees to enroll and
renew licensed products in our maintenance programs. These fees are typically charged annually and are based on the license
fees initially paid by the customer. Maintenance services revenues can fluctuate based on the number and timing of new
license contracts, renewal rates and price increases.

For fiscal 2010, maintenance services revenue increased $2.8 million, or less than 1.0%, compared to fiscal 2009.
This increase primarily related to a $13.8 million, or 10.3%, increase in our S3 Strategic Industries maintenance services
revenues which included $7.2 million related to the operations of Healthvision. The increase was partially offset by a
decrease in maintenance services revenue in our General Industries segment of $9.8 million, or 6.9%, as well as a
$1.2 million, or 1.5%, decrease in our M3 Strategic Industries segment. These decreases were the result of the impact of
pricing pressure and lower renewal rates due to the global economic downturn. These decreases were partially offset by
maintenance agreements associated with new customers in these segments. Certain customers have decided not to renew their
maintenance agreements, which we believe relates primarily to cost saving measures, bankruptcies and mergers. This is
particularly true for our General Industries segment customers in manufacturing & distribution, retail and financial services
industries where the continued adverse economic environment has been very challenging. In addition, other customers have
chosen to continue to use older versions of our software for which maintenance programs are no longer offered. For fiscal
2010, our Americas region maintenance services revenues improved $10.1 million over fiscal 2009 while EMEA was down
$7.5 million. Maintenance services revenues in APAC were relatively flat year-over-year.

For fiscal 2009, maintenance revenues increased $13.4 million to $350.2 million, or 4.0%, compared to fiscal 2008.
These increases were primarily driven by annual maintenance agreement renewals with associated price increases, the
continued migration of our customers, primarily in our EMEA region, to new Lawson Bronze or Silver maintenance
agreements, as well as maintenance agreements associated with new customers. These increases were somewhat offset by
slightly higher cancellation rates as a result of the global economic downturn.

Consulting. Our consulting revenues consist of services related to software installations, software implementations,
customized development and training services for customers who have licensed our products and revenues from software
subscriptions. Consulting revenues have historically, and through the first quarter of fiscal 2009, included revenues
associated with our hardware business. As of August 2008, we exited the hardware business, which represented a non-core
component of our business, to better concentrate our efforts on providing our solutions and related services to our targeted
industries.

For fiscal 2010 consulting revenues decreased $38.1 million, or 12.8%, compared to fiscal 2009. The decrease in
consulting revenues was experienced in our General Industries segment which declined $32.8 million, or 34.1%, compared to
last year and our S3 Strategic Industries segment which declined $5.1 million, or 6.1%. Our M3 Strategic Industries segments
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consulting revenues were relatively flat, down $0.2 million, or less than 1.0%. The decrease in our General Industries
segments was experienced in both our service industries and manufacturing & distribution verticals as a result of a reduction
in our number of billable consultants primarily in our M3 resources in our EMEA region in fiscal 2010 as compared to last
year as well as lower bookings for our consulting and implementation services in our EMEA region. During fiscal 2010, we
continued to reduce the size of our consulting staff as part of our strategy to move more implementation services to our
partner channel as well as in response to the lower consulting demand. Over the past year, we have reduced our number of
service consultants by approximately 25%, including actions taken in our second quarter and our most recent action
announced on May 27, 2010. See Note 3, Restructuring, in Notes to Consolidated Financial Statements of this Form 10-K for
more information about these actions. The decrease in our S3 Strategic Industries segment related primarily to our healthcare
vertical where we were involved in larger consulting engagements in fiscal 2009 as compared to the current year. Within our
S3 Strategic Industries segment, Healthvision contributed consulting revenues of $5.7 million. Within our M3 Strategic
Industries segment we were able to sustain our level of consulting revenues in fiscal 2010 despite the lower number of
consultants primarily due to certain large engagements in our equipment services management & rental vertical. In fiscal
2010 our consulting revenues were down $36.9 million and $4.1 million in our EMEA and Americas regions, respectively, as
compared to fiscal 2009. Consulting revenues in our APAC region were up $2.8 million in fiscal 2010 compared to fiscal
2009.

Consulting revenues for fiscal 2009 decreased $85.5 million to $297.4 million, or 22.3%, compared to fiscal 2008.
This decrease was primarily related to us lowering the number of billable consultants in fiscal 2009 as compared to fiscal
2008 as well as lower bookings for our consulting and implementation services as a result of decreased licensing activity in
fiscal 2009 for both new and existing customers. This decrease in consulting revenues was experienced in all our geographies
with our EMEA region showing the largest decreases of $69.8 million to $144.8 million, or 32.5%, in fiscal 2009 as
compared to fiscal 2008. EMEA’s consulting revenues were also negatively impacted by execution issues which contributed
to lower utilization as well as experiencing a lower billable rate per hour on certain fixed-price projects. In addition, hardware
revenues decreased $8.1 in fiscal 2009 compared to fiscal 2008. The decrease in hardware revenues was the result of exiting
this non-core component of our business during the first quarter of fiscal 2009.

Deferred Revenue. Certain of our revenues are deferred when all conditions of revenue recognition have not been
met. Deferred revenue represents revenue that is to be recognized in future periods when such conditions have been satisfied
related to certain license agreements, maintenance contracts and certain consulting arrangements as discussed above. We had
total deferred revenues of $328.2 million at May 31, 2010 compared to $292.5 million at May 31, 2009.

The following table sets forth the components of deferred revenue (in thousands):

May 31, 2010 May 31, 2009
LICENSE fEES ...t eee st ene s erraannenn $39,221 $55,667
MAEINEENANCE ..vveevvreeerreeiieeereeeeeeeeestreerreestrresreessbesesaessssaees 275,237 224,115
CONSUIING ©eoeeeieeiiieiere et e 13,702 12,741
Total deferred revVenUe........coovvvvieeiiiiiieci e 328,160 292,523
Less Current POTtION......c.ccvrveeeeeriieeriirreniennee et (319,797) (279,041)
Deferred revenue—non-Current..........ccccceevveeeereveernesveenees $8,363 $13,482

In general, changes in the balance of our deferred revenue are cyclical and primarily driven by the timing of our
maintenance services renewal cycles. Our renewal dates occur in the third and fourth quarters of our fiscal year with revenues
being recognized ratably over the applicable service periods. The increase in the May 31, 2010 balance as compared to
May 31, 2009 was primarily due to the timing of billings and related collections associated with our maintenance contracts
and the inclusion of deferred revenue balances related to our acquisition of Healthvision. These increases were somewhat
offset by a decrease in deferred license revenues as we recognized certain deferred license fees revenues in the first half of
fiscal 2010 primarily relating to contracts entered into in the fourth quarter of fiscal 2009 under our targeted sales campaign
offered to our existing S3 customer base.
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Cost of Revenues

Years Ended May 31,
2010 2009 2008 2010 vs. 2009 2009 vs. 2008
(in thousands)

Cost of revenues:

Cost of license fees .......ocevveevveeveeireecvenne. $23,987 $24,361  $28,782 $(374) (1.5)% $(4,421) (15.4)%
Cost of maintenance Services..........ovveeen. 68,233 64,533 65,885 3,700 5.7 (1,352) 2.1)
Cost of software revenues...................... 92,220 88,894 94,667 3,326 3.7 (5,773) 6.1)
Cost of consulting .......cceevvevevvecierrecreenennen 228,874 269,738 318,253 (40,864 (15.1) (48,515)  (15.2)
Total cost of reVenues.......cceeveevevrenenn. $321,094 $358,632 $412,920 $(37,538) (10.5)% _$(54,288) (13.1)%
Gross profit:
License fees ......ccveveveviivenie e $100,139  $85,322 $103,374 $14817 174% $(18,052) (17.5)%
Maintenance SErviCes.......oovmrvureureereeneenn.. 284,753 285,669 270,894 916) (0.3) 14,775 5.5
Total software gross profit..........ccc........ 384,892 370,991 374,268 13,901 3.7 (3,277) 0.9)
CONSUIING ....eeeerererrereierieecenere e 30,422 27,705 64,738 2,717 9.8 (37,033) (57.2)
Total gross profit.......ceceeeeeeeernereseneneenes $415,314 $398,696 $439,006 $16,618 4.2% _$(40,310) (9.2)%
Gross margin:
License fees .....cccovvriieecieiiniiccireeeire e 80.7% 77.8% 78.2%
Maintenance SErviCeS.....ccovuvuerrrveenneeennnens 80.7% 81.6% 80.4%
Total software ........cccevvvveeciviciiieeiineennn, 80.7% 80.7% 79.8%
ConSUIING ....coverireireierieireeece e 11.7% 9.3% 16.9%
<3| DO 56.4% 52.6% 51.5%

Cost of License Fees. Cost of license fees includes royalties to third- parties, amortization of acquired software and
software delivery expenses. Our software solutions may include embedded components of third-party vendors for which a fee
is paid to the vendor upon the sale of our products. In addition, we resell third-party products in conjunction with the license
of our software solutions, which also results in a fee. The cost of license fees is higher, as a percentage of revenues, when we
resell products of third-party vendors. As a result, license fees gross margins will vary depending on the proportion of
third-party product sales in our revenue mix.

Cost of license fees remained relatively flat for fiscal 2010 compared to fiscal 2009, down less than $0.4 million, or
1.5%. The decrease was primarily related to lower third-party costs of $2.3 million primarily due to a favorable product mix.
In addition, amortization expenses related to our acquired intellectual property excluding Healthvision decreased
$1.1 million. These decreases were mostly offset by an increase of $4.3 million related to the operations of Healthvision.
License fees gross margin for fiscal 2010 improved to 80.7%, as compared to 77.8% in fiscal 2009 as a result of higher
license fees revenue in fiscal 2010 as well as a favorable product mix.

Cost of license fees decreased $4.4 million to $24.4 million, or 15.4%, in fiscal 2009 compared to fiscal 2008. This
decrease was primarily due to a decrease in third-party royalty fees driven by lower license fees volume and the mix of
products sold in fiscal 2009 as well as a decrease in amortization expenses related to our acquired intellectual property.
License fees gross margin for fiscal 2009 was down slightly at 77.8% compared to 78.2% in fiscal 2008 due to the lower
license volume.

Cost of Maintenance. Cost of maintenance includes salaries, employee benefits, related travel, third-party
maintenance costs associated with embedded and non-embedded third-party products and the overhead costs of providing
support.

Cost of maintenance for fiscal 2010 increased $3.7 million, or 5.7%, compared to fiscal 2009. This increase was
primarily due to a $3.7 million increase related to the operations of Healthvision. In addition, net employee related costs
increased $3.9 million. These increases were somewhat offset by a $3.5 million decrease in third-party costs. Maintenance
gross margin for fiscal 2010 was 80.7%, down slightly from 81.6% in fiscal 2009.

Cost of maintenance for fiscal 2009 decreased $1.4 million to $64.5 million, or 2.1%, compared to fiscal 2008. This
decrease was primarily due to a $2.6 million decrease in subcontractors and other expenses related to intercompany support
services, $0.6 million related to employee related costs and a $0.8 million decrease in amortization expense related to our
acquired intellectual property. These decreases were somewhat offset by a $1.8 million increase in information technology
and other infrastructure costs and a $0.7 million increase in third-party costs. Maintenance gross margin for fiscal 2009 was
81.6%, up from 80.4% in fiscal 2008 primarily as a result of continued leveraging of operational efficiencies.
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Cost of Consulting. Cost of consulting includes salaries, employee benefits, third-party consulting costs, related
travel, the overhead costs of providing implementation, installation, training and education services to customers. Cost of
consulting also includes costs associated with our hardware business, which we exited in the first quarter of fiscal 2009.

For the comparable fiscal years 2010 and 2009, cost of consulting decreased $40.9 miilion or 15.1%. This decrease
was primarily due to a $26.3 million decrease in employee related costs resulting from significantly lowering our billable
headcount during fiscal 2010 as compared fiscal 2009. In addition, third-party costs decreased $14.3 million and billable
travel decreased $4.7 million in-line with our lower consulting revenues. Partially offsetting these decreases was $4.2 million
related to the operations of Healthvision. Consulting gross margin for fiscal 2010 improved to 11.7% compared to 9.3% in
fiscal 2009 primarily due to the management of our costs of consulting and the favorable impact of Healthvision.

For fiscal 2009, cost of consulting decreased $48.5 million to $269.7 million, or 15.2%, as compared to fiscal 2008.
This decrease was primarily driven by a $27.0 million decrease in employee related costs, a $13.5 million decrease in
third-party costs relating to our lower consulting revenues, a $5.1 million decrease in hardware costs associated with exiting
our hardware business, a $4.7 million decrease in billable travel and a $2.3 million decrease related to information
technology and other infrastructure costs. These decreases were somewhat offset by a $2.4 million increase in costs related to
our managed and hosted services offerings and a $1.7 million increase in other expenses related to intercompany support
services. Consulting gross margin for fiscal 2009 decreased to 9.3% compared to 16.9% in fiscal 2008 as our decrease in
consulting revenues has outpaced the decrease in our cost of consulting primarily due to the timing of the employee actions
taken in conjunction with our fiscal 2009 restructuring plans. Certain of these actions occurred late in February 2009 and in
May 2009 such that our fiscal 2009 operations did not fully benefit from the reduced headcount. Note 3, Restructuring, in
Notes to Consolidated Financial Statements of this Form 10-K for more information.

Operating Expenses

Years Ended May 31,
2010 2009 2008 2010 vs. 2009 2009 vs. 2008

(in thousands)
Operating Expenses:

Research and development .................... $90,268  $82,377  $85,374 $7.891 9.6% $(2,997) (3.5)%
Sales and marketing..........cooceveeviveniennnn 162,245 162,975 189,336 (730) 0.4) (26,361) (13.9)
General and administrative .................... 84,306 79,765 100,259 4,541 5.7 (20,494) (20.4)
REStrUCtUTING....cecevevireerciirircereneneenenns 13,154 19,954 (731) (6,800) (34.1) 20,685 *NM
Amortization of acquired intangibles..... 9,472 8,892 13,690 580 6.5 (4,798) (35.0)
Total operating exXpenses ........c......... $359,445 $353,963 $387,928 $5,482 1.5% _ $(33,965) (8.8)%

* NM Percentage not meaningful

Research and Development. Research and development expenses consist primarily of salaries, employee benefits,
related overhead costs and consulting fees associated with product development, testing, quality assurance, documentation,
enhancements and upgrades.

Research and development expenses for fiscal 2010 increased $7.9 million, or 9.6%, compared to fiscal 2009. This
increase was primarily due to a net increase in employee related costs of $5.5 million related to increased incentive
compensation as well as an increase in our offshore capacity in Manila. The increased headcount also resulted in a
$2.4 million increase in information technology and other infrastructure costs which was partially offset by a $1.7 million
decrease in third-party costs as well as a $1.0 million decrease in professional fees. Healthvision’s operations accounted for
$2.3 million of the increase.

Research and development decreased $3.0 million to $82.4 million, or 3.5%, for fiscal 2009 compared to fiscal
2008. This decrease was primarily due to a decrease of $3.6 million in employee related costs, a $2.1 million decrease in
third-party costs, and a $0.8 million decrease in the cost of computer leases and supplies. These increases were partially
offset by a $4.1 million increase in information technology and other infrastructure costs.

Sales and Marketing. Sales and marketing expenses consist primarily of salaries and incentive compensation,

employee benefits, travel and overhead costs related to our sales and marketing personnel, as well as trade show activities,
advertising costs and other costs associated with our Company’s marketing activities.
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For the fiscal 2010, sales and marketing expenses decreased $0.7 million, or 0.4%, compared to the similar period in
fiscal 2009. The decrease was primarily the result of a $1.8 million decrease in marketing program costs, a $1.0 million
decrease in professional fees, a $0.6 million decrease in third-party costs and a $0.5 million decrease in employee related
costs due to lower headcount and lower travel expenses. Partially offsetting these decreases was $3.3 million related to the
operations of Healthvision.

Sales and marketing expenses decreased $26.4 million to $163.0 million, or 13.9%, in fiscal 2009 when compared to
fiscal 2008. This decrease was primarily the result of a $25.3 million decrease in employee related costs due to lower
headcount and decreased sales incentive compensation due to lower license contracting in fiscal 2009 compared to fiscal
2008. The decrease in employee related costs is net of the $1.9 million effect of a fourth quarter fiscal 2008 under accrual of
sales incentive compensation in EMEA recorded in fiscal 2009. See Note 1, Nature of Business and Basis of Presentation—
Fiscal 2009 Results of Operations. In addition, costs incurred for marketing programs decreased $3.3 million in fiscal 2009.
These decreases were partially offset by a $3.0 million increase related to information technology and other infrastructure
costs.

General and Administrative. General and administrative expenses consist primarily of salaries, employee benefits
and related overhead costs for administrative employees, as well as legal and accounting expenses, consulting fees and bad
debt expense. We deem certain of these items to be shared services and accordingly allocate the related expenses to other
functional line items within cost of revenues and operating expenses, primarily based on headcount. These administration
allocations have no impact on our overall operating margins for any of the fiscal periods presented.

General and administrative expenses increased $4.5 million, or 5.7%, in fiscal 2010 compared fiscal 2009. The
increase was primarily the result of $4.4 million related to adjustments recorded to our pre-merger litigation reserve recorded
in fiscal 2009 without comparable adjustments in fiscal 2010 (See Note 13, Commitments and Contingencies—Legal, in
Notes to Consolidated Financial Statements of this Form 10-K for more information). Other increases included a $2.6 million
increase in professional fees primarily legal fees, $1.6 million of acquisition transaction and merger related integration
expenses, a write-off of certain capitalized software costs of $1.1 million, $1.0 million related to the impact of foreign
currency translation and a $1.9 million increase related to the operations of Healthvision. These increases were mostly offset
by a decrease of $6.7 million in infrastructure and computer lease costs and a decrease in bad debt expense of $1.7 million in
fiscal 2010 compared fiscal 2009 primarily due to strong cash collections on accounts receivables.

General and administrative expenses decreased $20.5 million to $79.8 million, or 20.4%, in fiscal 2009 compared to
fiscal 2008. This decrease was primarily due to a $7.6 million decrease related to information technology and other
infrastructure costs, including allocations, a $4.3 million decrease in employee related costs, a $4.9 million decrease related
to a change in the impact of foreign currency translations in fiscal 2009 compared to fiscal 2008, a $3.3 million decrease in
contractor fees as we hired additional permanent finance and accounting personnel over the course of fiscal 2008 for
positions previously filled by contractors, a $1.6 million decrease in professional fees and a $1.2 million decrease related to
adjustments to our pre-merger litigation reserve as certain related claims settled at amounts less than anticipated and our
receipt of insurance settlements in the second quarter of fiscal 2009. These decreases were partially offset by a $2.0 million
increase in bad debt expense.

Restructuring. During fiscal 2010, we recorded restructuring charges of $13.2 million compared to restructuring
charges of $20.0 million in fiscal 2009 and a restructuring accrual reversal of $0.7 million in fiscal 2008. The fiscal 2008
reversal relates to adjustments to the original accrual established in fiscal 2007.

Fiscal 2010 Restructurings

Fiscal 2010 Q2. On September 30, 2009, we approved a plan to further restructure our workforce. Under this plan,
we reduced our workforce by approximately 65 employees. The majority of the reductions occurred within our consulting
practice in our EMEA region. These actions were undertaken as a further refinement of our new vertical organization,
including a resizing of our services business to leverage our partner channel, and in light of current demand for our
consulting and implementation services in EMEA. The majority of the actions related to this plan were completed by the end
of the second quarter of fiscal 2010. The restructuring action resulted in pre-tax charges of $4.6 million for severance pay and
related benefits which we recorded in the second quarter of fiscal 2010. Substantially all of this amount will result in future
cash expenditures. We expect that the majority of the remaining severance and related benefits will be paid by the third
quarter of fiscal 2011. Annualized cost and expense savings from these actions are estimated to be approximately
$6.0 million.
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Fiscal 2010 Q4. On May 27, 2010, we approved and began implementing a plan to restructure our workforce
including the elimination of approximately 160 employees. The workforce reduction relates primarily to our M3 operations
in Europe, the United States and Manila within our M3 Strategic Industries and General Industries business segments.
Departures of affected personnel are expected to be substantially completed by the end of the first quarter of fiscal 2011. In
connection with these actions we recorded pre-tax charges of $7.1 million in the fourth quarter of fiscal 2010 for severance
pay and related benefits; substantially all of which will result in future cash expenditures. The majority of the severance and
related benefits will be paid by the end of fiscal 2011. Annualized cost savings from this restructuring are estimated to be
$15.0 million. We anticipate these cost savings will be offset by investments in other areas of the Company.

In relation to the fiscal 2010 restructuring actions, we made cash payments of approximately $2.9 million for
severance pay and related benefits during the year. In addition, we recorded a $0.2 million net reduction in the second quarter
of fiscal 2010 primarily as a result of a reduction in the number of affected employees.

Fiscal 2009 Restructurings

Fiscal 2009 Q2. On November 18, 2008, we announced the implementation of cost reduction measures in light of
the uncertainty in global economic conditions and in light of other operating margin improvement initiatives. These cost
reduction initiatives included a restructuring plan resulting in the reduction of approximately 285 employees and exiting
certain leased facilities. In relation to these actions we recorded a pre-tax charge of approximately $7.9 million in the second
quarter of fiscal 2009 and an additional $3.4 million in the third quarter of fiscal 2009. Actions related to severance were
substantially completed by February 28, 2009, with related cash payments expected to continue through August 2010.
Payments related to the exited facilities are expected to continue through November 2011.

Fiscal 2009 Q4. On May 18, 2009, we initiated a plan to restructure our workforce in preparation for the fiscal 2010
vertical realignment of our organization. The restructuring involved the reduction of our workforce by approximately 150
employees and the consolidation of space in certain of our leased facilities. Actions related to this plan were completed by the
end of our third quarter of fiscal 2010. The plan resulted in pre-tax charges of approximately $5.3 million for severance and
related benefits and the consolidation of leased facilities resulted in pre-tax charges of approximately $3.8 million which we
recorded in the fourth quarter of fiscal 2009. We expect the majority of the severance and related benefits to continue through
September 2010 while the leased facilities costs will be paid through December 2011.

In relation to the fiscal 2009 restructuring actions, we made cash payments of $5.8 million relating to severance and
related benefits and $3.1 million related to the exited facilities during fiscal 2010. In addition, we recorded net adjustments to
the accruals of approximately $0.4 million including additional expenses accrued related to exited leased facilities net of a
change to accrued severance and related benefits due to a reduction in the number of affected employees. As of May 31,
2010, we had an accrual of $3.7 million: $0.7 million for severance and related benefits and $3.0 million for the estimated
fair value of our liability for the exited facilities. As of May 31, 2009, the accrual totaled $12.0 million: $6.5 million for
severance and related benefits and $5.5 million for the exited facilities.

Fiscal 2007 Restructuring

On February 28, 2007, we restructured our workforce by approximately 250 employees to rebalance our resources
between various locations primarily in the U.S., Europe and our global support center in the Philippines. This reduction
resulted in a pre-tax charge of $11.9 million which we recorded in the third quarter of fiscal 2007. As of May 31, 2009 we
had an accrual of $0.8 million for severance and related benefits. In fiscal 2010, we paid severance and related benefits of
$0.6 million and we recorded $0.2 million in adjustments to eliminate the remaining accrual.

Fiscal 2006 Restructuring

On April 26, 2006, in conjunction with our business combination with Intentia International AB (Intentia), we
approved a plan designed to eliminate employee redundancies in both Intentia and Legacy Lawson. These actions included
the reduction of approximately 185 employees and the exit of or reduction in leased space. As of May 31, 2009, we had an
accrual of $3.0 million for the exit or reduction of leased facilities. In fiscal 2010 we made cash payments of $0.8 million
related to exited facilities. During the second and fourth quarters of fiscal 2010, we made adjustments to reduce lease exit
costs of approximately $0.6 million for changes in estimates relating to the original lease restructuring plan. These
adjustments resulted in a reduction of acquired goodwill. In addition, we recorded a $1.5 million increase in our lease accrual
in the third quarter of fiscal 2010 as a result of an early exit by a subtenant. The remaining accrual as of May 31, 2010 was
$2.9 million for the exit of or reduction in leased space. Actions relating to severance were completed in the third quarter of
fiscal 2008. We expect cash payments related to exited facilities or reduced space to continue through June 2012.
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As a result of our restructuring plans and the realignment of our workforce, we have experienced cost savings from
the lower facility expenses and reduced headcount and expect these savings to continue.

Amortization of Acquired Intangibles. Amortization of acquired intangibles primarily relates to the on-going
amortization of intangibles acquired in the Intentia merger, our acquisition of Healthvision as well as other acquisitions. For
fiscal 2010, amortization increased $0.6 million, or 6.5%, to $9.5 million compared to fiscal 2009. This increase was
primarily due to $2.0 million in amortization of intangible assets acquired in our acquisition of Healthvision. Partially
offsetting this were decreases related to the amortization of certain intangible assets on an accelerated basis resulting in a
higher rate of amortization in fiscal 2009 as compared to fiscal 2010 as well as certain intangibles being fully amortized in
fiscal 2009 with no corresponding amortization recorded in the current periods of fiscal 2010.

For fiscal 2009, amortization decreased $4.8 million to $8.9 million, or 35.0%, as compared to fiscal 2008. This
decrease was primarily due to certain intangibles being fully amortized in fiscal 2008, with no corresponding amortization in
fiscal 2009, and the amortization of certain intangible assets on an accelerated basis resulting in higher amortization in fiscal
2008 as compared to fiscal 2009.

Other Income (Expenses), Net

Total other income (expense), net, consisting of interest income earned from cash, marketable securities and other
investments, interest expense, and other associated costs, was a net expense of $15.2 million, $8.8 million and $13.3 million
in fiscal 2010, 2009 and 2008, respectively.

The $6.4 million increase in other net expense in fiscal 2010 compared to 2009 was primarily due to a $5.4 million
decrease in interest income resulting from lower yields due to lower market interest rates from our investments primarily in
money market funds and time deposits and lower average investment balances including the impact of our cash used to
acquire Healthvision. Interest expense also increased $0.6 million primarily due to the impact of our adoption of the FASB
guidance on accounting for convertible debt securities which required us to record net additional non-cash interest of
approximately $8.2 million and $7.7 million in fiscal 2010 and retrospectively in fiscal 2009, respectively.

The $4.5 million decrease in other net expense in fiscal 2009 compared to fiscal 2008 was primarily due to the
impairment charges we recorded related to our investments in auction rate securities of $18.4 million in fiscal 2008. In
addition, during 2009 we realized $13.8 million less of investment income primarily due to lower market interest rates and
our more conservative asset allocation approach in response to economic conditions. The year-over-year decreases in our
average investment balances and related investment income were also the result of our investments in auction rate securities
being sold in the first quarter of fiscal 2009, as well as a decrease in our investments in marketable securities during fiscal
2009. We transitioned our investments to cash and cash equivalents, primarily treasuries and money market funds, and as a
result we experienced lower yields in fiscal 2009 as compared to fiscal 2008. In addition, interest expense decreased
$0.4 million in fiscal 2009 compared to fiscal 2008 including the impact of our adoption of the FASB guidance on
accounting for convertible debt securities which required us to retrospectively record net additional non-cash interest of
approximately $7.7 million and $7.1 million in fiscal 2009 and fiscal 2008, respectively.

Provision for Income Taxes

For fiscal 2010 our global provision for income taxes was $27.6 million as compared to $21.7 million for fiscal
2009. Our global provision increased due to an increase in taxable income and to a lesser extent from the accrual of
additional income tax provision that should have been recorded in previous periods. See Note 1, Nature of Business and
Basis of Presentation—Fiscal 2010 Results of Operations. Our effective income tax rate for fiscal 2010 was 67.9%. Our
effective rate for the year was negatively impacted by 28.9% for unbenefited foreign losses. See Note 12, Income Taxes, in
Notes to Consolidated Financial Statements of this Form 10-K for our full rate reconciliation.

In addition, during fiscal 2010, we recorded income tax benefits of less than $0.1 million for tax deductions in
excess of historical book deductions related to employee stock option exercises, as compared to $0.7 million in fiscal 2009.
These tax benefits, which decreased current income taxes payable and increased additional paid-in capital by equal amounts,
had no effect on our provision for income taxes; however, it did result in a decrease in the amount of our cash tax payments.

For fiscal 2009 our global provision for income taxes was $21.7 million as compared to $28.4 million for fiscal
2008. The decrease in our global provision was primarily related to the non-recurrence of a fiscal 2008 capital loss on an
other-than-temporary impairment charge on auction rate securities for which no tax benefit was expected. Our effective
income tax rate for fiscal 2009 was 60.5%. The rate for fiscal 2009 was positively impacted by 9.5% for discrete items
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related to the release of valuation allowances in various foreign jurisdictions in which it is now more likely than not that
certain tax benefits associated with our deferred tax assets will be utilized prior to expiration. Our effective rate for the year
was also negatively impacted by 35.6% for unbenefited foreign losses.

In April 2006, the Company acquired Intentia. As of the date of the acquisition, many of the Intentia legal entities
had deferred tax assets for which future realization of tax benefits was uncertain and therefore had a full valuation allowance
applied against them. Under the provisions of the FASB guidance related to accounting for income taxes, if acquired deferred
tax assets are ultimately expected to be realized and related valuation allowances are reversed this will not result in a tax
benefit but rather a reduction of goodwill. However, with our adoption of the FASB guidance related to business
combinations effective June 1, 2009, beginning in fiscal 2010 any release of valuation allowances originally recorded through
purchase accounting in relation to our acquisitions are included as a benefit in our tax provision rather than as an adjustment
to goodwill.

Non-GAAP Financial Measure Reconciliations

We believe our presentation of non-GAAP revenues, operating income, operating margin, net income and diluted
net income per share provide meaningful insight into our operating performance and an alternative perspective of our results
of operations. We use these non-GAAP measures to assess our operating performance, to develop budgets, to serve as a
measurement for incentive compensation awards and to manage expenditures. Presentation of these non-GAAP measures
allows investors to review our results of operations from the same perspective as management and our Board of Directors.
These non-GAAP financial measures provide investors an enhanced understanding of our operations, facilitate investors’
analysis and comparisons of our current and past results of operations, facilitate comparisons of our operating results with
those of our competitors and provide insight into the prospects of our future performance. We also believe that the non-
GAAP measures are useful to investors because they provide supplemental information that research analysts frequently use
to analyze software companies including those that have recently made significant acquisitions.

The method we use to produce non-GAAP results is not in accordance with U.S. GAAP and may differ from the
methods used by other companies. These non-GAAP results should not be regarded as a substitute for corresponding
U.S. GAAP measures but instead should be utilized as a supplemental measure of operating performance in evaluating our
business. Non-GAAP measures do have limitations in that they do not reflect certain items that may have a material impact
upon our reported financial results. As such, these non-GAAP measures should be viewed in conjunction with both our
financial statements prepared in accordance with U.S. GAAP and the reconciliation of the supplemental non-GAAP financial
measures to the comparable U.S. GAAP results provided for each period presented below (in thousands, except per share
amounts);

Years Ended May 31,

2010 2009 2008 2010 vs. 2009 2009 vs. 2008

GAAP FEVENUC.......c.oiiiiiiiiiice e $736,408 $757,328  $851,926 $(20,920) (2.8)% $(94,598) (11.D%
Non-GAAP revenue adjustments:

Purchase accounting impact on maintenance revenues........... 4274 538 1,438

Purchase accounting impact on consulting revenues .............. 1,473 — 232
Non-GAAP revenue adjustments ...........o.ccvverviveeiiiiciiiiienns 5,747 538 1,670
NON-GAAP FEVENUE ...t $742,155 $757,866  $853,596 $(15,711) 2.1)% $(95,730) (11.2)%

Years Ended May 31,
2010 2009 2008 2010 vs. 2009 2009 vs. 2008

GAAP operating income.................ccocooeieiiniciiienciiecineineenae $55,869 $44,733 $51,078 $11,136 24.9% $(6,345) (12.4)%

GAAP operating margin...................c.coviiiininninn. 7.6% 5.9% 6.0%
Non-GAAP revenue adjustments ..............coooveeceriiniinininininnnns 5,747 538 1,670
Non-GAAP costs/operating expense adjustments:

Purchase accounting impact on consulting Costs..................... — 150 525

Amortization of purchased maintenance contracts ................. 1,974 2,607 3,369

Stock-based compensation ... . 17,026 8,519 6,741

Pre-merger claims reserve adjustment....................... . (661) (5,021) (3.827)

Acquisition transaction and integration costs ............ 1,571 — —

Pension gain ..., (1,850) — —

Restructuring 13,154 19,954 (731)

Amortization of acquired intangibles ............... . 22,877 19,934 25,988
Total non-GAAP costs/operating expense adjustments................ 54,091 46,143 32,065
Non-GAAP operating income..................cccoeieiiiiiiiniiinnns $115,707 $91,414 $84,813 $24,293 26.6% $6,601 7.8%

Non-GAAP operating margin..................ccoooeoiennnnn 15.6% 12.1% 9.9%
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Years Ended May 31,

2010 2009 2008 2010 vs. 2009 2009 vs. 2008
GAAP net income(l) ........ccooevviimiiniiiiciccicnc e $13,024 $14,191 $9,322 $(1,167) (8.2)% $4,869 52.2%
Non-GAAP revenue adjustments ..............o.ccee. 5,747 538 1,670
Non-GAAP costs/operating expense adjustments ..... 54,091 46,143 32,065
Non-cash interest expense related to convertible debt.. 8,486 7,948 7,386
Impairment on long-term investments................... — — 18,413
Tax provision adjustment(2) .........coeveinerireneereeer e (12,703) (9,962) (9,037)
Non-GAAP net inCOME .............ocoocvroiiriiiiiiennccicecne $68,645 $58,858 $59,819 $9.787 16.6% $(961) (1.6)%

Years Ended May 31,

2010 2009 2008 2010 vs. 2009 2009 vs. 2008
GAAP net income per diluted share(1)..............c..coooin. $0.08 $0.08 $0.05 $0.00 (6.5)% $0.03 63.3%
Purchase accounting impact On reVENUE...........ccecerueeccrerueeurennes 0.03 0.00 0.01
Purchase accounting impact on consulting Costs..............covuenie. — 0.00 0.00
Amortization of purchased maintenance contracts . 0.01 0.02 0.02
Stock-based compensation..............cccoceecevneccnenne . 0.10 0.05 0.04
Pre-merger claims reserve adjustment......... . (0.00) (0.03) (0.02)
Acquisition transaction and integration costs . 0.01 — —
Pension gain..........cccoeinieniiinniiiice e . (0.01) — —
RESITUCTUNING. ...ttt et 0.08 0.12 (0.00)
Amortization of acquired intangibles ... 0.14 0.12 0.14
Non-cash interest expense related to convertible debt.. 0.05 0.05 0.04
Impairment on long-term investments.................. — — 0.10

Tax provision adjustment ...........ccocvveiieieiiniiniini e (0.08) (0.06) (0.05)

Non-GAAP net income per diluted share $0.42 $0.35 $0.33 $0.07 17.8% $0.02  6.5%
Weighted average shares—basic.. 161,442 164,011 177,283

Weighted average shares—diluted 165,251 166,393 180,580

) Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities. See Note 2,

Summary of Significant Accounting Policies, in Notes to Consolidated Financial Statements of this Form 10-K.

2 We estimate an annual global effective non-GAARP tax rate by excluding non-GAAP adjustments on a jurisdictional
basis. The estimated global effective non-GAAP tax rate for fiscal 2010, 2009 and 2008 was 37.0%, 35.0% and
38.5%, respectively. The above tax provision adjustments were made to reflect these rates for the applicable periods.

The non-GAAP adjustments we make to our reported U.S. GAAP results are primarily related to purchase
accounting and other acquisition matters, significant non-cash accounting charges and restructuring charges. Our primary
non-GAAP reconciling items are as follows:

Purchase accounting impact on revenue. Our non-GAAP financial results include pro forma adjustments to
increase maintenance and consulting revenues that we would have recognized if we had not adjusted acquired deferred
revenues to their fair values as required by U.S.GAAP. Certain deferred revenue for maintenance and consulting on the
acquired entity’s balance sheet, at the time of the acquisition, was eliminated from U.S. GAAP results as part of the purchase
accounting for the acquisition. As a result, our U.S. GAAP results do not, in management’s view, reflect all of our
maintenance and consulting activity. We believe the inclusion of the pro forma revenue adjustment provides investors a
helpful alternative view of Lawson’s maintenance and consulting operations.

Amortization of purchased maintenance contracts. We have excluded amortization of purchased maintenance
contracts from our non-GAAP results. The purchase price related to these contracts is being amortized based upon the
proportion of future cash flows estimated to be generated each period over the estimated useful lives of the contracts. We
believe that the exclusion of the amortization expense related to the purchased maintenance contracts provides investors an
enhanced understanding of our results of operations.

Stock-based compensation. Expense related to stock-based compensation has been excluded from our non-GAAP
results of operations. These charges consist of the estimated fair value of share-based awards including stock options,
restricted stock, restricted stock units and share purchases under our employee stock purchase plan. While the charges for
stock-based compensation are of a recurring nature, as we grant stock-based awards to attract and retain quality employees
and as an incentive to help achieve financial and other corporate goals, we exclude them from our results of operation in
assessing our operating performance. These charges are typically non-cash and are often the result of complex calculations
using an option pricing model that estimates stock-based awards’ fair value based on factors such as volatility and risk-free
interest rates that are beyond our control. The expense related to stock-based awards is generally not controllable in the short-
term and can vary significantly based on the timing, size and nature of awards granted. As such, we do not include such
charges in our operating plans that we use to manage our business. In addition, we believe the exclusion of these charges
facilitates comparisons of our operating results with those of our competitors who may have different policies regarding the
use of stock-based awards.
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Pre-merger claims reserve adjustment. We have excluded the adjustments to our pre-merger claims reserve from
our non-GAAP results. As part of the purchase accounting relating to our Intentia acquisition in April 2006, we established a
reserve for Intentia customer claims and disputes that arose before the acquisition which originally resulted in an increase in
the acquired goodwill. As we are outside the period in which adjustments to such purchase accounting is allowed,
adjustments to the reserve are recorded in our general and administrative expenses under U.S. GAAP. We do not consider the
adjustments to this reserve established under purchase accounting in our assessment of our operating performance. Further,
since the original reserve was established in purchase accounting, the original charge was not reflected in our operating
results. We believe that the exclusion of the pre-merger claims reserve adjustments provides investors an appropriate
alternative view of our results of operations and facilitates comparisons of our results period-over-period.

Acquisition transaction and integration costs. We have incurred various transaction and integration costs related to
our acquisitions, The costs of integrating the operations of acquired businesses and Lawson are incremental to our historical
costs and are charged to our U.S. GAAP results of operations in the periods incurred. Beginning in fiscal 2010, acquisition
related transaction costs have also been charged to our U.S. GAAP results of operations. We do not consider these costs in
our assessment of our operating performance. While these costs are not recurring with respect to our past acquisitions, we
may incur similar costs in the future if we pursue other acquisitions. We believe that the exclusion of the non-recurring
acquisition related transaction and integration costs provides investors a useful alternative view of our results of operations
and facilitates comparisons of our results period-over-period.

Pension Gain. We have implemented certain modifications to our pension plan in Norway. These modifications
resulted in a curtailment of benefits under the plan and resulted in our recording a gain related to the change in all active
participants’ projected benefit obligations resulting from the curtailment. While this gain is non-recurring, we may incur
other gains related to these pension plan modifications in the future, including a gain that we expect in the first quarter of
fiscal 2011. We do not consider these gains in our assessment of our operating performance. We believe that the exclusion of
the non-recurring pension gains provide investors a useful alternative view of our results of operations and facilitates
comparisons of our results period-over-period.

Restructuring. We have recorded various restructuring charges related to actions taken to reduce our cost structure
to enhance operating effectiveness and improve profitability and to eliminate certain redundancies in connection with
acquisitions. These restructuring activities impacted different functional areas of our operations in different locations and
were undertaken to meet specific business objectives in light of the facts and circumstances at the time of each restructuring
event. These charges include costs related to severance and other termination benefits as well as costs to exit leased facilities.
These restructuring charges are excluded from management’s assessment of our operating performance. We believe that the
exclusion of the restructuring charges provides investors a useful alternative view of the cost structure of our operations and
facilitates comparisons with the results of other periods that may not reflect such charges or may reflect different levels of
such charges.

Amortization of acquired intangibles. We have excluded amortization of acquisition-related intangible assets
including purchased technology, client lists, customer relationships, trademarks, order backlog and non-compete agreements
from our non-GAAP results. The fair value of the intangible assets, which was allocated to these assets through purchase
accounting, is amortized using accelerated or straight-line methods which approximate the proportion of future cash flows
estimated to be generated each period over the estimated useful lives of the applicable assets. While these non-cash
amortization charges are recurring in nature and the underlying assets benefit our operations, this amortization expense can
fluctuate significantly based on the nature, timing and size of our past acquisitions and may be affected by future
acquisitions. This makes comparisons of our current and historic operating performance difficult. Therefore, we exclude such
expenses when analyzing the results of our operations including those of acquired entities. We believe that the exclusion of
the amortization expense of acquired intangible assets provides investors useful information facilitating comparison of our
results period-over-period and with other companies in the software industry as they each have their own acquisition histories
and related non-GAAP adjustments.

Non-cash interest expense related to convertible debt. We have excluded the incremental non-cash interest
expense related to our $240.0 million 2.5% senior convertible notes that we are required to recognize under U.S.GAAP for
convertible debt securities from our non-GAAP results of operations for all periods presented. This accounting guidance
requires us to recognize additional non-cash interest expense based on the market rate for similar debt instruments that do not
contain a comparable conversion feature. We have allocated a portion of the proceeds from the issuance of the senior notes to
the embedded conversion feature resulting in a discount on our senior notes. The debt discount is being amortized as
additional non-cash interest expense over the term of the notes using the effective interest method. These non-cash interest
charges are not included in our operating plans and are not included in management’s assessment of our operating
performance. We believe that the exclusion of the non-cash interest charges provides a useful alternative for investors to
evaluate the cost structure of our operations in a manner consistent with our internal evaluation of our cost structure.
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Impairment on long-term investments. The liquidity and fair value of our investments in marketable securities,
including Auction Rate Securities (ARS), were negatively impacted by the uncertainty in the credit markets and exposure to
the financial condition of bond insurance companies during fiscal 2008. As a result, we recorded impairment charges to
reduce the carrying value of our ARS investments. The impairment charges related to our ARS investments have been
excluded from our non-GAAP results of operations. These impairment charges were excluded from management’s
assessment of our operating performance. We believe that the exclusion of these unique charges provide investors a useful
alternative view of our operations and facilitates comparisons with the results of other periods that do not reflect such
charges.

Non-GAAP Tax Provision Adjustments. The non-GAAP tax provision adjustments are made to reflect the fact that
our annual global effective non-GAARP tax rate is lower than our effective U.S. GAAP rate. These differences in effective rate
are due to the increase in non-GAAP taxable income as compared to U.S. GAAP taxable income due to the non-GAAP
reconciling items detailed in the above table and the jurisdictional mix of non-GAAP and U.S. GAAP taxable income. Our
non-GAAP taxable income outside the U.S. exceeds the U.S. GAAP taxable income outside the U.S. This difference in
jurisdictional mix leads to a higher proportion of our non-GAAP taxable income being taxed at substantially lower non-U.S.
tax rates and a reduction in foreign losses for which no tax benefit can be taken. The non-GAAP tax provision adjustments
are made to reflect the annual global effective non-GAAP tax rate for each period.

Liquidity and Capital Resources

As of and for the
Years Ended May 31,

2010 2009 2008 2010 vs. 2009 2009 vs. 2008

(as adjusted) (as adjusted)
(in thousands)

Cash Flows
Cash provided by (used in):
Operating aCtiviti€S ........oevvvrerveeeeireeeeeeeeeeeeserereeees $153,039 $71,288 $81,639 114.7% (12.7)%
INVEStiNG ACHIVITIES tovvervverieenieiieeereeiieee e einenee s (178,757) 13,219 (27,287) *NM *NM
FIinancing activities ....c..eevevrireenrerereenerceienenseeneennees (4,426) (99,917) (97,247) (95.6) 2.7
Effect of exchange rate changes on cash and cash
EQUIVAIENES ..ottt e eenes (8,754) (4,896) 4,053 78.8 *NM
Net change in cash and cash equivalents .........c.c.oeuc.. $(38,898) $(20,306) $(38,842) 91.6% 47.7%
Capital Resources
Working capital ........o.eoeereienrnirireeee s $115,034 $213,997 $261,072 (46.2)% (18.0)%
Cash and cash equivalents, marketable securities and
ShOTt-tErmM INVESIMENTS.....cveeeeeeeeeieiieeeeeeiee e $375,917 $414,815 $485,810 (9.4)% (14.6)%
* NM Percentage not meaningful

As of May 31, 2010, we had $375.9 million in cash, cash equivalents and $115.0 million in working capital. Our
most significant source of operating cash flows is derived from license fees, maintenance and consulting fees related to
services provided to our customers. Days sales outstanding (DSO), which is calculated on net receivables at period-end
divided by revenue for the quarter times 90 days in the quarter, was 54 and 74 as of May 31, 2010 and May 31, 2009;
respectively. The decrease in DSO was due to the reduction in our accounts receivable balance, primarily related to focused
collection efforts on our global receivables in fiscal 2010. Our primary uses of cash from operating activities are for
employee costs, third-party costs for licenses and services and facilities.

On January 11, 2010, we acquired privately held Healthvision, a Dallas- based provider of integration and
application technology and related services to hospitals and large healthcare organizations for $160.0 million in cash, net of
cash acquired. See Note 4, Business Combination, for more information.

We believe that cash flows from operations, together with our cash and cash equivalents, will be sufficient to meet
our cash requirements for working capital, capital expenditures, restructuring activities, investments and share repurchases
for fiscal 2011 and for the foreseeable future. As part of our business strategy, we may use cash to acquire additional
companies or products from time-to-time to enhance our product lines, which could have a material effect on our capital
resources.
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Cash Flows from Operating Activities

Net cash provided by operating activities in fiscal 2010 was $153.0 million. Our fiscal 2010 sources of cash
included our net income of $13.0 million which included non-cash charges of $46.7 million for depreciation and
amortization, $17.0 million related to stock-based compensation, $9.5 million in amortization of debt discount and debt
issuance costs related to our senior convertible notes, a $6.2 million provision for estimated warranty costs and doubtful
accounts and a $7.5 million non-cash increase in deferred income taxes. Changes in working capital provided $52.8 million
of operating cash. The cash provided by working capital included a $49.1 million decrease in accounts receivable due to
focused collection efforts on our accounts receivable, a $26.1 million increase in our deferred revenue primarily related to the
timing of cash collections of annual service maintenance billings, and a decrease in prepaid expenses and other current assets
of $1.6 million primarily related to receipt of certain foreign withholding tax refunds. The cash provided by working capital
was partially offset by cash used for working capital purposes of $19.9 million related to a decrease in our accrued and other
liabilities primarily related to the payment of certain foreign withholding and VAT taxes as well as payments of accrued
severance and a decrease of $3.7 million in accounts payable.

Net cash provided by operating activities in fiscal 2009 was $71.3 million. Our fiscal 2009 sources of cash included
our net income of $14.2 million which included non-cash charges of $39.6 million for depreciation and amortization,
$9.0 million in amortization of debt discount and debt issuance costs related to our senior convertible notes, $8.5 million
related to stock-based compensation and an $8.4 million provision for estimated warranty costs and doubtful accounts.
Offsetting these sources of cash was a $6.6 million non-cash reduction in deferred income taxes and $1.2 million used for
working capital purposes. The cash uses for working capital purposes included a $21.7 million decrease in our deferred
revenue primarily related to the impact of foreign currency exchange rates as of our billing cycle date, a $7.7 million decrease
in accounts payable primarily due to lower costs in fiscal 2009 over fiscal 2008 and $7.4 million related to an increase in
prepaid expenses and other current assets. These working capital uses of cash were partially offset by a $25.8 million
decrease in accounts receivable due to lower revenue volume and our collection of customer accounts and maintenance
billings, $6.7 million related to an increase in our accrued and other liabilities and $2.9 million related to income taxes
payable/receivable.

Net cash provided by operating activities in fiscal 2008 was $81.6 million. In addition to our net income of
$9.3 million, which included non-cash charges of $43.3 million for depreciation and amortization, $8.5 million in
amortization of debt discount and debt issuance costs related to our senior convertible notes and $6.7 million related to
stock-based compensation, the $18.4 million impairment charge related to our investments in auction rate securities, a net
$7.5 million provision for warranty and doubtful accounts, and a $5.8 million increase related to deferred income taxes.
These sources of cash were partially offset by a net $15.4 million used for working capital purposes. The $15.4 million in
cash used for working capital purposes included a $33.6 million decrease in accrued and other liabilities primarily related to a
reduction in our pre-merger litigation and restructuring reserves as well as a decrease in our value added tax (VAT) payable,
a $19.5 million increase in prepaid expenses reflecting an increase in VAT receivable relating to our Switzerland based
shared service center, and a $6.4 million increase in trade accounts receivable related to a number of new customers’ large
contracts entered into in the second half of fiscal 2008 and a net increase in maintenance billings. These working capital uses
of cash were mostly offset by $34.2 million in cash provided by deferred revenue and customer deposits related to deferrals
of certain significant contracts and higher fourth quarter fiscal 2008 maintenance billings and an increase in prepaid license
fees and a $9.9 million increase in income taxes payable.

Cash Flows from Investing Activities

Net cash used by investing activities was $178.8 million fiscal 2010. The primary use of cash was the $160.0 million
net cash paid in conjunction with our acquisition of Healthvision (see Note 4, Business Combination) and $19.0 million used
to purchase property and equipment primarily related to continued investments in our global information technology and
business system infrastructure.

Net cash provided by investing activities was $13.2 million for fiscal 2009. The sources of cash included
$50.7 million in proceeds from the sale of our investments in auction rate securities and the sale or maturity of marketable
securities. These sources of cash were somewhat offset by the $29.3 million of cash used to purchase property and equipment
primarily investments in our global information technology and business system infrastructure as well as expanding our off
shore capacity and an $8.1 million increase in restricted cash, primarily due to the $9.1 million held in our segregated
brokerage account at Lehman OTC Derivatives Inc. (Lehman OTC) in connection with our accelerated share repurchase
transaction. See Note 9, Common Stock, in Notes to Consolidated Financial Statements of this Form 10-K.
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Net cash used in investing activities was $27.3 million for fiscal 2008 primarily related to $23.0 million of capital
expenditures and $20.3 million used in conjunction with acquisition activities in fiscal 2008. These uses of cash were
somewhat offset by net proceeds of $11.3 million related to marketable securities and other investments as well as a
$4.7 million decrease in our restricted cash balance.

Cash Flows from Financing Activities

Net cash used for financing activities was $4.4 million for fiscal 2010. Cash used for financing activities during the
period were related to $7.4 million used to repurchase shares of our common stock pursuant to our Board authorized share
repurchase program and $3.7 million used to make payments on our long-term debt and capital lease obligations. These uses
of cash were somewhat offset by $5.9 million in proceeds from the exercise of stock options and the issuance of shares of our
common stock under our ESPP.

Net cash used for financing activities was $99.9 million for fiscal 2009. Financing activities for the period were
primarily related to the $103.0 million used to repurchase shares of our common stock pursuant to our Board authorized share
repurchase program including an accelerated share repurchase transaction we entered into in July 2008 (see Note 9, Common
Stock, in Notes to Consolidated Financial Statements of this Form 10-K), $2.8 million used to make principal payments on
our long term debt and capital lease obligations. These uses of cash were partially offset by $5.2 million in proceeds from the
exercise of stock options and the issuance of shares of our common stock under our employee stock purchase plan.

Net cash used for financing activities was $97.2 million for fiscal 2008. Financing activities for fiscal 2008 were
primarily related to the use of $105.6 million to repurchase our common stock in connection with our Board authorized share
repurchase program and $3.6 million in payments related to long-term debt and capital lease obligations which were partially
offset by $9.9 million in proceeds from of the exercise of stock options and the issuance of shares of our common stock under
our employee stock purchase plan.

Effect of Exchange Rate Changes

In fiscal 2010, changes in foreign currency exchange rates resulted in an $8.8 million decrease in our cash and cash
equivalents. Exchange rate changes decreased our cash and cash equivalents by $4.9 million and increased our cash and cash
equivalents by $4.1 million in fiscal 2009 and 2008, respectively.

Credit Facilities

We have an uncommitted credit facility that consists of a guarantee line with Skandinaviska Enskilda Banken (SEB)
in the amount of $3.8 million (30.0 million SEK). We had no borrowings outstanding under this line as of May 31, 2010.

Senior Convertible Notes

In April 2007, we issued $240.0 million of senior convertible notes with net proceeds, after expenses, of
approximately $233.5 million. The notes mature on April 15, 2012. The notes bear interest at a rate of 2.5% per annum
payable semi-annually in arrears, on April 15 and October 15 of each year, beginning October 15, 2007. The notes do not
contain any restrictive financial covenants. The notes are convertible, at the holder’s option, into cash and, if applicable,
shares of our common stock based on an initial conversion rate of 83.2293 shares of common stock per $1,000 principal
amount of notes, which is equivalent to an initial conversion price of approximately $12.02 per share (which reflects a 35.0%
conversion premium based on the closing sale price of $8.90 per share of Lawson common stock as reported by NASDAQ on
April 17, 2007). At the issuance of these notes, we simultaneously entered into separate agreements to purchase call options
and sell warrants. As discussed below, we exercised our right to terminate the call options and the warrants on October 10,
2008, which are referred to below as “note hedge transaction and a warrant transaction.” In connection with the issuance of
the notes, we entered into a registration rights agreement with the initial purchasers of the notes. On August 16, 2007, we
filed the shelf registration statement, which became effective on that date. On October 19, 2009, all securities that remained
unsold under the registration statement were deregistered as our contractual obligation to maintain the shelf registration
terminated. See Note 7, Long-Term Debt and Credit Facilities, and Note 2, Summary of Significant Accounting
Policies-Recent Accounting Pronouncements, in Notes to Consolidated Financial Statements of this Form 10-K for additional
information.

We had certain business relationships with Lehman OTC, including a convertible note hedge transaction and a
warrant transaction both entered into as part of the issuance of our senior convertible notes and an accelerated share
repurchase transaction (see, Repurchase of Common Shares, below for additional information). On September 15, 2008,
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Lehman Brothers Holdings Inc. (Lehman Holdings) filed for protection under Chapter 11 of the United States Bankruptcy
Code in the United States Bankruptcy Court in the Southern District of New York. Subsidiaries of Lehman Holdings,
including Lehman Brothers Inc. (Lehman Brothers) and Lehman OTC, were not included in the filing. On September 19,
2008, Lehman Brothers was placed in liquidation under the Securities Investor Protection Act. In addition, on October 3,
2008, Lehman OTC filed for Chapter 11 bankruptcy.

Lehman Brothers was one of the original purchasers of our senior convertible notes. None of the net proceeds from
the offering are on deposit with Lehman Brothers or any of its affiliates. In conjunction with the issuance of the notes, we
entered into a convertible note hedge transaction with Lehman OTC, an affiliate of Lehman Brothers. In a separate
agreement, we entered into a warrant transaction with Lehman OTC. Together, these transactions were designed to reduce the
potential dilution resulting from the potential conversion of our senior convertible notes into shares of common stock and
effectively increased the conversion price of the notes to $15.58 per share from the initial conversion price of the notes of
$12.02 per share.

The bankruptey filing by Lehman OTC was an event of default under the hedge transaction and warrant agreements.
As a result of that default, we exercised our rights to terminate both the hedge transaction and the warrant transaction on
October 10, 2008. As a result of our termination of the hedge transaction, terms of the original transaction provided us the
right to seek recovery from Lehman OTC equal to the termination-date fair value of the common stock option instrument we
issued in connection with the hedge transaction. At the time of termination, the instrument ceased being a hedge instrument
and was effectively replaced by our claim against Lehman OTC. Accordingly, for financial reporting purposes, we recorded
the estimated fair value of the related hedge transaction asset and the warrant liability during the second quarter of fiscal
2009, resulting in a decrease in our stockholders’ equity equal to the net amount of the recorded asset and liability. As part of
the convertible note hedge transaction, Lehman OTC agreed to have Lehman Holdings guarantee certain obligations of
Lehman OTC. Based on the developments in the bankruptcy proceeding, we do not anticipate receiving a recovery from
Lehman Holdings for the guaranty agreed to by Lehman OTC.

On June 4, 2009, counsel for Lehman Holdings and Lehman OTC demanded payment from us of the termination-
date fair value of the warrant, asserted that in the contracts we have waived the right to setoff against the amounts owed to us
under the hedge transaction and claimed we violated the bankruptcy stay in asserting offset rights. We have refused payment
and contend that the U.S. Bankruptcy Code gives us legal rights of offset in this dispute. Lehman OTC disagrees with our
contention and claims that we waived our right of offset under the terms of the original transaction documents. As of the date
of this filing we are in discussions with representatives of Lehman OTC regarding the resolution of the offset issue as well as
other issues surrounding the hedge transaction asset and the warrant liability, including their proper valuation. We continue to
closely monitor the Lehman Holdings bankruptcy situation, the liquidation of Lehman Brothers, as well as the Lehman OTC
bankruptcy and our legal rights under our contractual relationships with Lehman OTC and Lehman Brothers.

For financial reporting purposes, we estimated the fair value of the hedge transaction asset and the warrant liability
using the Black-Scholes option pricing model and considered the credit risk of Lehman OTC. The fair value of these
obligations recorded for financial reporting purposes may differ from the values ultimately determined in various legal
proceedings, including actions of the U.S. bankruptcy court. If the ultimate settlement of either of these obligations differs
from the recorded amounts, we will be required to recognize any related gain or loss in our results of operations in the period
such settlement is known. As of May 31, 2010, our claim against Lehman OTC and Lehman OTC’s claim against us have not
been settled.

The terms of the senior convertible notes and the rights of note holders are not affected by the status of Lehman
Holdings or Lehman OTC or by the termination of the convertible note hedge or warrant transactions. We currently believe
that the Lehman Holdings bankruptcy, and its potential impact on subsidiaries of Lehman Holdings, the liquidation of
Lehman Brothers, and the bankruptcy of Lehman OTC, will not have a material adverse effect on our financial position,
results of operations or cash flows.

Restricted Cash

We had $10.7 million held as restricted cash as of May 31, 2010 of which $0.7 million and $10.0 million have been
classified as current and non-current assets respectively, on our Consolidated Balance Sheets. The non-current portion relates
primarily to the $9.1 million held on our account at Lehman Brothers, which was reclassified from current to non-current in
fiscal 2010 and is discussed below under Repurchase of Common Shares. The remainder of the restricted cash balance relates
to various collateral arrangements related to our property leases worldwide.
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We had $11.0 million held as restricted cash as of May 31, 2009 of which $9.2 million and $1.8 million have been
classified as current and non-current assets respectively, on our Consolidated Balance Sheets. The current portion relates
primarily to the $9.1 million held on our account at Lehman Brothers. The remainder of the restricted cash balance relates to
various collateral arrangements related to our property leases worldwide.

Auction Rate Securities

As of May 31, 2008, we held a total of $45.2 million in short-term investments in auction rate securities reflecting
$18.4 million impairment from their original par value of approximately $63.7 million. These investments were governed by
our investment policy, the objective of which is to provide as high of a level of current income as is consistent with
preservation of capital and the maintenance of liquidity. Approved investments include U.S. Government securities and
investments in corporations and municipalities rated AA or higher, including investments in auction rate securities. Our
investments in auction rate securities represented interests in collateralized debt obligations and were supported primarily by
high grade, short-term commercial paper.

During fiscal 2008, uncertainties in the credit markets had a significant effect on our holdings in auction rate
securities. Auctions related to our investments in auction rate securities became unsuccessful and liquidity issues relating to
these investments resulted in a decline in the fair value of our portfolio of auction rate securities. This resulted in our
recording impairment losses related to these investments.

On July 7, 2008, we sold our auction rate securities portfolio for $45.2 million in cash, the carrying value as of
May 31, 2008. In light of this transaction, the $2.9 million of impairment losses previously recorded in the second and third
quarters of fiscal 2008 and originally determined to be temporary and reflected in a separate component of stockholders’
equity were reclassified as other-than-temporary and included in our results of operations for fiscal 2008. As a result, we
recorded an impairment charge of approximately $18.4 million for fiscal 2008, which was included in other income
(expense), net in the accompanying Consolidated Statements of Operations.

Repurchase of Common Shares

Our Board of Directors approved a share repurchase program of up to $100.0 million of common stock in November
2006, and on July 10, 2008, increased the maximum authorized for repurchase under the program to $400.0 million. The
share repurchases are funded using our existing cash balances and future cash flows and may occur through transactions
structured through investment banking institutions as permitted by securities laws and other legal requirements, open market
purchases, privately negotiated transactions and/or other mechanisms. Our share repurchase program allows us to repurchase
shares at our discretion and market conditions influence the timing of the buybacks and the number of shares repurchased.
There can be no assurance as to the amount, timing or repurchase price of future repurchases, if any, related to the share
repurchase program. The program may also be modified, extended or terminated by our Board of Directors at any time.

In the fourth quarter of fiscal 2010, we did not repurchase any shares of our common stock under the share
repurchase program. During fiscal 2010, we repurchased an aggregate of 1.3 million shares of our common stock at an
average price of $5.92 per share under the share repurchase program. From inception of the repurchase program through
May 31, 2010, we have used $270.9 million to repurchase approximately 32.9 million shares at an average price of $8.23 per
share. The repurchased shares are recorded as treasury stock and result in a reduction to our stockholders’ equity. The shares
will be used for general corporate purposes. As of May 31, 2010, the maximum dollar value of shares that may yet be
purchased under this program was $129.1 million.

During the first quarter of fiscal 2009, we purchased 11.5 million shares through an accelerated share repurchase
transaction (the ASR) that we entered into with Lehman OTC on July 15, 2008. The average price per share of the shares
purchased under the ASR transaction was $7.93. Lehman OTC delivered 11.5 million shares of our common stock to us
through August 7, 2008. Under the agreement, Lehman OTC was obligated to deliver additional shares to us at maturity of
the transaction based on the final per share purchase price and the total number of shares repurchased as determined primarily
by the volume- weighted average price of our common stock during the term of the agreement. The agreement further
required that Lehman OTC post cash collateral to a segregated brokerage account in our name in an amount equal to the
value of the additional shares, or net cash, due to us if the ASR were terminated as of the current date. Upon an event of
default by Lehman OTC, pursuant to our rights under the ASR, we issued a notice of default to Lehman OTC on
September 24, 2008 and terminated the ASR agreement and requested the distribution of the $9.1 million of funds which
Lehman OTC had previously deposited into our segregated brokerage account at Lehman Brothers as required under the ASR
agreement. On March 25, 2009, we received a notice from the bankruptcy trustee for the Lehman Brothers estate that the
trustee has allowed our customer claim for the $9.1 million. As of the filing date of this Annual Report on Form 10-K, we
have not received payment of these funds.
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The bankruptcy trustee for the Lehman Brothers estate has filed certain court papers against Lehman Brothers
indicating that there were shortfalls in the reserves intended to cover customer claims such as Lawson’s ASR claim for
$9.1 million. The trustee sought permission to use assets other than the reserves to cover these customer claims. Several
creditors (non-customers) objected and a compromise was reached in early March 2010, where funds could be used to cover
what appears to be a significant part of the shortfall and the trustee could seek further authority to cover additional shortfalls.
The trustee is continuing to investigate the reasons for the aggregate shortfalls in the reserve for all customer claims and other
possible sources of funds to make up the aggregate shortfall. We had originally anticipated that we would receive payment of
our approved $9.1 million claim in 2010 and had recorded these funds as restricted cash and reflected the funds as a current
asset in our Consolidated Balance Sheet as of May 31, 2009. However, based on these developments relating to the Lehman
Brothers estate, during the third quarter of fiscal 2010 we reclassified the funds to reflect them as a long-term asset. We
continue to closely monitor the Lehman Brothers liquidation situation and its impact on our claim.

The $7.93 average price per share of the shares purchased under the ASR is inclusive of the $9.1 million discussed
above. Any potential reduction in the amount we may receive related to our approved claim would be an adjustment to the
average price per share of the related treasury stock and would not impact our future results of operations.

We currently believe that the Lehman Holdings bankruptcy, and its potential impact on subsidiaries of Lehman
Holdings, the liquidation of Lehman Brothers, and the bankruptcy of Lehman OTC, will not have a material adverse effect on
our financial position, results of operations or cash flows. We continue to closely monitor the Lehman Holdings bankruptcy
situation, the liquidation of Lehman Brothers, as well as the Lehman OTC bankruptcy, and our legal rights under our
contractual relationships with Lehman OTC.

Disclosures about Contractual Obligations and Commercial Commitments

The following summarizes our contractual obligations and commercial commitments as of May 31, 2010, and the
effect these obligations and commitments are expected to have on our liquidity and cash flows in future periods (in
thousands):

1 Year or More than
Total Less 1-3 Years 3-5 Years S Years
Balance sheet contractual obligations:
Long-term debt (gross, excluding debt discount) ................ $242,761  $1,661 $241,100 $— $—
Interest on long-term debt........cocceomriiinicciininncne 12,138 6,107 6,031 — —
Capital 1€8SES .. ooveeieeieeee et 1,628 1,031 580 17 —
Total balance sheet contractual obligations ............cc....... 256,527 8,799 247,711 17 —
Other contractual obligations:
Operating 1€ases.......cocevereviiniiciiniricccec e 63,609 25,241 24,197 12,354 1,817
Purchase obligations(1) 7,744 5,334 2,168 242 —
Total other contractual obligations .......cc.ccccevvervvceecinnns 71,353 30,575 26,365 12,596 1,817
Total contractual obligations(2)........c.ceeeveveuerieueuivieeinnuccanns $327,880 $39,374 $274,076 $12,613 $1,817
1) Our purchase obligations represent those commitments greater than $50,000.
2) Total unrecognized tax benefits of $9.7 million are not included in the above table as we are unable to reasonably

estimate when these amounts will ultimately be settled. See Note 12, Income Taxes, in Notes to Consolidated
Financial Statements of this Form 10-K for additional information.

Off-Balance-Sheet Arrangements

As of May 31, 2010, we did not have any off-balance-sheet arrangements, as defined in Item 303(a)(4)(ii) of SEC
Regulation S-K. We do not use off-balance-sheet arrangements with unconsolidated entities, related parties or other forms of
off-balance-sheet arrangements such as research and development arrangements. Accordingly, our liquidity and capital
resources are not subject to off-balance-sheet risks from unconsolidated entities.

We have entered into operating leases for most of our U.S. and international sales and support offices and certain
equipment in the normal course of business. These arrangements are often referred to as a form of off-balance- sheet
financing. As of May 31, 2010, we leased facilities and certain equipment under non-cancelable operating leases expiring
from 2010 to 2018. Rent expense under operating leases for fiscal 2010, 2009 and 2008 was $29.1 million, $26.9 million and
$31.4 million, respectively. Future minimum lease payments under our operating leases as of May 31, 2010 are included
above under Disclosures about Contractual Obligations and Commercial Commitments.
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Recent Accounting Pronouncements

In June 2009, the FASB issued guidance which amends the consolidation guidance applicable to variable interest
entities (VIE’s). This guidance clarifies the determination of whether a company is required to consolidate a VIE, changes the
approach to determining a VIE’s primary beneficiary (the reporting entity that must consolidate the VIE), requires an
ongoing reassessment of whether a company is the primary beneficiary of a VIE and requires additional disclosures about a
company’s involvement in VIE’s. This guidance is effective for fiscal years beginning after November 15, 2009 (our fiscal
2011). We are currently evaluating how this may affect our accounting for VIE’s, but we do not expect it to have a material
impact on our financial position, results of operations or cash flows.

In October 2009, the FASB issued guidance which amends the existing guidance for revenue recognition of non-
software elements of multiple element arrangements. Under the new guidance, when vendor-specific objective evidence or
third party evidence for deliverables in an arrangement cannot be determined, companies will be required to develop a best
estimate of the selling price to separate deliverables and allocate arrangement consideration based on the relative selling price
method. The residual method of allocating arrangement consideration will no longer be permitted. This guidance is effective
for fiscal years beginning on or after June 15, 2010 (our fiscal 2012), however early adoption is permitted. We are currently
evaluating how this may affect our accounting for multiple element arrangements, but we do not expect it to have a material
impact on our financial position, results of operations or cash flows.

In January 2010, the FASB issued guidance that expands the interim and annual disclosure requirements of fair
value measurements, including the information about transfers into and out of Levels 1 and 2 of the three-tier fair value
hierarchy established under the FASB’s fair value measurement guidance. This guidance also requires separate disclosure for
purchases, sales, issuances and settlements relating to Level 3 measurements. Except for the detailed disclosures related to
the Level 3 reconciliation, which is effective for the fiscal years beginning after December 15, 2010 (our fiscal 2011), all the
other disclosures under this guidance became effective during the fourth quarter of fiscal 2010. The adoption of the
applicable portions of this guidance did not have a material impact on our financial position, results of operations or cash
flows during fiscal 2010 and we do not expect the adoption of the guidance related to Level 3 disclosures to have a material
impact on our future financial position, results of operations or cash flows.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Foreign Currency. Our market risk includes the potential loss arising from adverse changes in foreign currency
exchange rates. For fiscal 2010, approximately 40.2% of our revenue was denominated in a foreign currency.

We manage foreign currency market risk using forward contracts to offset the risk associated with the effects of
certain foreign currency exposures. Increases or decreases in our foreign currency exposures are expected to be offset by
gains or losses on forward contracts. This is expected to mitigate the possibility of significant foreign currency transaction
gains or losses in future periods. Our foreign currency exposures are primarily related to non-functional currency
intercompany loans and advances between our international subsidiaries as well as other balance sheet accounts, particularly
accounts receivable, accounts payable and certain accrual accounts.

We do not use forward contracts for trading purposes. In fiscal 2010 and prior years, we have not designated these
derivative contracts as hedge transactions under FASB guidance for derivatives and hedging, and have not used hedge
accounting. Our foreign currency forward contracts are generally short term in nature, maturing within 90 days or less. We
mark to market value all contracts at the end of each reporting period. These unrealized gains and losses largely offset gains
and losses from non-functional currency balance sheet exposures previously recognized and are recorded as an offset to such
gains and losses in general and administrative expenses in our Consolidated Statements of Operations. Our net realized gain
or loss with respect to currency fluctuations will depend on the currency exchange rates and other factors in effect as the
contracts mature. We recorded net foreign exchange gains inclusive of the impact of foreign currency forward contracts of
$0.7 million for fiscal 2010 and $1.0 million for fiscal 2009 and net losses of $2.5 million for fiscal 2008. The corresponding
net gains of $8.3 million and $8.5 million and net losses of $10.2 million in realized and unrealized gains/losses from foreign
currency forward contracts were included in the accompanying Consolidated Statements of Operations during fiscal 2010,
2009 and 2008; respectively. The net fair value of our foreign currency forward contracts was a net asset of $6.5 million as of
May 31, 2010, a net liability of $0.5 million as of May 31, 2009 and a net asset of $0.4 million as of May 31, 2008 and was
included in other accrued liabilities and prepaid expenses and other current assets, respectively.

Interest Rates. Our investments consist of financial instruments, primarily money market funds. Investments with
original maturities of three months or less are classified as cash and cash equivalents. As of May 31, 2010, the average
maturity of our investment securities was less than three months. As of May 31, 2010, we consider the reported amounts of
these investments to be reasonable approximations of fair values. We do not consider changes in the market interest rates
related to these investments to be a significant risk.
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Our senior convertible notes are due April 15, 2012 and bear interest at a fixed rate of 2.50% per year. We are
exposed to interest rate risk with respect to the fair value of our senior convertible notes since the fair value of our senior
convertible notes will fluctuate based on interest rate changes and the time to maturity. As of May 31, 2010, the adjusted net
carrying value of our convertible senior notes was $220.5 million, including the debt discount of $17.5 million recorded upon
adoption of the FASB guidance on accounting for convertible debt securities and $2.0 million of deferred debt issuance costs,
and the fair value was approximately $240.0 million.

Item 8. Consolidated Financial Statements and Supplementary Data
The information required by this Item is included in Part IV Item 15(a)(1) and (2).

Item 9. Changes In and Disagreements with Accountants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Disclosure Controls and Procedures

We have established and maintained disclosure controls and procedures that are designed to ensure that information
required to be disclosed in our reports filed under the Exchange Act is recorded, processed, summarized and reported within
the time periods specified in the SEC’s rules and forms and that such information is accumulated and communicated to our
management, including our Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding required
disclosure. As required by Rule 13a-15(¢e) under the Securities Exchange Act of 1934, as amended, we conducted an
evaluation under the supervision and with the participation of management, including our Chief Executive Officer and Chief
Financial Officer, of the effectiveness of our disclosure controls and procedures as of the end of the period covered by this
Annual Report on Form 10-K. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded
that our disclosure controls and procedures were effective as of May 31, 2010.

Management’s Report on Internal Controls and Procedures

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as
defined in Securities Exchange Act Rules 13a-15(f) or 15d-15(f). Internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external reporting purposes in accordance with U.S. GAAP. Our internal control over financial reporting
includes those policies and procedures that:

+  pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and
dispositions of our assets;

+  provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with U.S. GAAP, and that our receipts and expenditures are being made only in
accordance with the authorizations of our management and directors; and

»  provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of our assets that could have a material effect on our financial statements.

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems
determined to be effective can provide only reasonable assurance with respect to financial statement preparation and
presentation and may not prevent or detect misstatements. In addition, projections of any evaluation of effectiveness to future
periods are subject to the risks that controls may become inadequate because of changes in conditions, or that the degree of
compliance with policies or procedures may deteriorate.

We conducted an assessment of the effectiveness of our internal control over financial reporting as of May 31, 2010,
under the supervision and with the participation of management, including our Chief Executive Officer and Chief Financial
Officer. This assessment was based on the guidelines set forth in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on the results of this evaluation,
management concluded that our internal control over financial reporting was effective as of May 31, 2010.
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Our independent registered public accounting firm, PricewaterhouseCoopers LLP, has audited the effectiveness of
our internal control over financial reporting as of May 31, 2010. See Part IV, Item 15(a)—Financial Statements—Report of
Independent Registered Public Accounting Firm, of this Form 10-K.

Changes in Internal Control over Financial Reporting

There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) of the
Securities Exchange Act) during the quarter ended May 31, 2010 that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.

Item 9B. Other Information
None.
Part 111

The information required by Part III, Items 10 through 14, is incorporated by reference from our definitive Proxy
Statement for the 2010 Annual Meeting of Stockholders (the Proxy Statement), which we will file with the Securities and
Exchange Commission pursuant to Regulation 14A within 120 days of May 31, 2010, the end of our fiscal year covered by
this Annual Report on Form 10-K. Except for those portions specifically incorporated in this Form 10-K by reference to our
Proxy Statement, no other portions of our Proxy Statement are deemed to be filed as part of this Form 10-K.

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this Item as to our directors is incorporated by reference from information appearing in
our Proxy Statement under the headings “Proposal Number 1—Election of Directors, Nominees and Directors,”
“Section 16(a) Beneficial Ownership Reporting Compliance” and “Audit Committee Report.” The information concerning
our executive officers required by this item is included in Part I hereof under the heading “Executive Officers.”

We have adopted a Global Business Code of Conduct that applies to our principal executive officer, principal
financial officer, principal accounting officer or controller, or persons performing similar functions, and all of our other
employees and non-employee directors. A copy of our Global Business Code of Conduct is available on our website
(www.lawson.com). We intend to satisfy the disclosure requirement under Item 10 of Form 8-K regarding an amendment to,
or waiver from, a provision of the Global Business Code of Conduct that applies to our principal executive officer, principal
financial officer, principal accounting officer or controller, or persons performing similar functions, by posting such
information on our website, at the address specified above.

Copies of our Corporate Governance Policy and charters for each Committee of our Board of Directors are also
available on our website. Our Global Business Code of Conduct, Corporate Governance Policy and committee charters are
also available in print to any stockholder who submits a written request to: Lawson Software, Inc., Attn: Corporate Secretary,
380 St. Peter Street, St. Paul, Minnesota 55102.

Information on our website is not deemed to be incorporated by reference into this Annual Report on Form 10-K.
Item 11. Executive Compensation

Information required by this item is contained in the section entitled “Compensation of Executive Officers” in our
Proxy Statement and is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Equity Compensation Plan Information

The following table reflects information related to our equity compensation plans as of May 31, 2010:

Number of Securities

Number of Securities to ‘Weighted-Average- Remaining Available
be Issued Upon Exercise Price of for Future Issuance
Exercise of Outstanding Under Equity
Outstanding Options, Options, Warrants Compensation
Plan Category Warrants and Rights(1) and Rights(2) Plans(3)
Plans approved by stockholders..........cccccceueenee. 16,618,733 $6.24 32,360,700
Plans not approved by stockholders................... — — —
Ol oo 16,618,733 $6.24 32,360,700
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e} Includes outstanding stock options, restricted stock awards and restricted stock units granted under our 1996 and
2001 Stock Incentive Plans.

) This reflects the weighted-average-exercise price of outstanding options only as the restricted stock awards and
restricted stock units do not have stated exercise prices.

3) Includes shares available under our 1996 and 2001 Stock Incentive Plans and our 2001 Employee Stock Purchase

Plan.

Other information required by this item is contained in the section entitled “Ownership of Principal Stockholders,
Directors and Management” in our Proxy Statement and is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions and Director Independence

Information required by this item is contained in the sections entitled “Certain Relationships and Related
Transactions” and “Director Independence” in our Proxy Statement and is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services

The information required by this item is contained in the section entitled “Proposal Number 2—Ratification of
Appointment of our Independent Registered Public Accounting Firm” in our Proxy Statement and is incorporated herein by

reference.

Part IV

Item 15. Exhibits and Financial Statement Schedules

(a) Documents filed as part of this report:

1.

Financial Statements:

Report of Independent Registered Public Accounting Firm;

Consolidated Balance Sheets;

Consolidated Statements of Operations;

Consolidated Statements of Stockholders’ Equity and Comprehensive Income (Loss);
Consolidated Statements of Cash Flows; and

Notes to Consolidated Financial Statements.

Financial Statement Schedules.

Schedules have been omitted because they are not applicable or are not required or the information
required to be set forth in those schedules is included in the financial statements or related notes.

Exhibits.

The Index to Exhibits attached to this report is incorporated by reference herein.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this Report to be signed on its behalf by the undersigned, thereunto duly authorized.

LAWSON SOFTWARE, INC.

By: /s/ STEFAN B. SCHULZ

Stefan B. Schulz

Senior Vice President and

Chief Financial Officer

(principal financial and accounting officer)
Dated: July 15, 2010

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below hereby
constitutes and appoints Harry Debes and Stefan B. Schulz, and each of them, his true and lawful attorney-in-fact and agents,
with full powers of substitution and resubstitution, for him and in his name, place and stead, in any and all capacities, to sign
any and all amendments to this Form 10-K and to file the same, with exhibits thereto and other documents in connection
therewith, with the Securities and Exchange Commission, and hereby grants to such attorneys-in-fact and agents full power
and authority to do and perform each and every act and thing requisite or necessary to be done, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents or his
substitute or substitutes may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1934, the following persons in the capacities and on the dates
indicated have signed this Annual Report on Form 10-K.

Signature Title Date
/s/ H. RICHARD LAWSON Director, Co-Chairman July 15,2010

H. Richard Lawson

/s/ ROMESH WADHWANI Director, Co-Chairman July 15, 2010
Romesh Wadhwani
/sl HARRY DEBES President and Chief Executive Officer and July 15, 2010
Harry Debes Director (principal executive officer)
/s/ STEVEN CHANG Director July 15, 2010
Steven Chang
/s/ DAVID R. HUBERS Director July 15,2010

David R. Hubers

/s/ MICHAEL A. Rocca Director July 15, 2010

Michael A. Rocca

/s/ PAUL WAHL Director July 15, 2010
Paul Wahl
/s/ PETER GYENES Director July 15, 2010

Peter Gyenes

/s/ ROBERT A. SCHRIESHEIM Director July 15, 2010

Robert A. Schriesheim
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Report of Independent Registered Public Accounting Firm
To the Board of Directors and Stockholders of Lawson Software, Inc.

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations,
stockholders’ equity and comprehensive income (loss) and cash flows present fairly, in all material respects, the financial
position of Lawson Software, Inc. and its subsidiaries at May 31, 2010 and 2009, and the results of their operations and their
cash flows for each of the three years in the period ended May 31, 2010 in conformity with accounting principles generally
accepted in the United States of America. Also in our opinion, the Company maintained, in all material respects, effective
internal control over financial reporting as of May 31, 2010, based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s
management is responsible for these financial statements, for maintaining effective internal control over financial reporting
and for its assessment of the effectiveness of internal control over financial reporting, included in Management’s Report on
Internal Controls and Procedures appearing under Item 9A. Our responsibility is to express opinions on these financial
statements and on the Company’s internal control over financial reporting based on our integrated audits. We conducted our
audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of
material misstatement and whether effective internal control over financial reporting was maintained in all material respects.
Our audits of the financial statements included 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. Qur audit of internal control over financial reporting included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also
included performing such other procedures as we considered necessary in the circumstances. We believe that our audits
provide a reasonable basis for our opinions.

As discussed in Note 2, effective June 1, 2009, the Company changed the manner in which it accounts for business
combinations and for convertible debt instruments with conversion and other options.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

/s/ PRICEWATERHOUSECOOPERS LLP

Minneapolis, Minnesota
July 15, 2010
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LAWSON SOFTWARE, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

May 31, May 31,
2010 2009
(as adjusted)
ASSETS
Current assets:
Cash and cash eGUIVAIEIES .......ooveiiiiiiieieeecct et csbe bbb s $375.917 $414 815
ReESIIICIEd CASN——CUITENT ......eiviiiveriitieiet ettt te ettt eebestes s et es b eaeeae b esaesseaeaesennesaaseesmenseereenensestessestnas 654 9,208
Trade accounts receivable, net .. 117,976 152,666
INCOME tAXES TECEIVADIE ..ot e e e e ettt e e ee et e e e e ebar e eesab e e eeenraeseae e saasaaessteeaeesaeenesnrs 4,664 4242
Deferred INCOME LAXES——CUITEI ... .uvvuveiieeerirserisseereaeaeeesseeeeeseseeaaassiessssssarasessssesssssssasaneeeaseensssessesasassresseees 18,957 18,909
Prepaid expenses and Other CUTTENt @SSEES ..........ccooiiiiiiiiviiiii et 51,945 52,255
TOTAL CUTTEIE @SSEES ..vvvvrviieeieeiieee et eeee et eeeeesteestusstaseeseesaertaeaeees s s annnsseeaeaassesaaasssssstssnneenaaereenssnnnanns 570,113 652,095
RESIIICEA CASH—TION-CUITENT ...ovieiiiiiiiieiiiee e ettt eee e eeee et eeeeseesss e reeeeeaaaeeseiassasstsareeeaaaaasssaeseessensasasbbsnassanaes 10,070 1,786
Property and €QUIPMENT, MEt.....cc.coiiiiureiierteicertiari et eree s retne s sece s e to st et ss st eras e ese s eassrassr e bnebesbesbe s saes 54,671 55,641
GOOAWIIL ..ottt e et een e ekt e bt e bt et e eabeeab e eate e st e s e e ebeemeeshb e eaeean et s etsaeaesessseshasn e bseraena s nen 525,576 470,274
Other intangible @SSELS, NET.......covvieriiiiiiciiiii e e b a et e b 159,665 91,701
Deferred income taxes—NON-CUITENT{ 1) .....vririiirrierrieeciee e cottanie et esee st semeeesteeene e ssssesiaasssansssassassbnsens 38,144 39,835
OLhEr ASSEES(1) eevueeiirireeire ittt e st et bbb s b s s i b s e sae e e s ba e e eae s e eae s e e b baa s besabbseebaenaseas 13,805 13,149
TOtAl @SSELS... . veeeveiierieiitrieiiteeeiteeesiteeesteeeseeeseeesaeeestes e s aeen seeasbesebssessbe e taaastsaanssaenaseessnesanraeesheanssabeeasnnenaee $1,372,044 $1,324,481
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
LONG-1erM dEDt—CUITENL....eioviitiiirieteiit ettt st bbbttt saea s ea e ea s sasas s s sbsas e $2,646 $4,591
ACCOUNES PAYADIE ...ttt ettt bbb bbbt sbea et ss et ae e bseb e st et a bt sae et ne e 12,085 14,018
Accrued compensation and Benefits ...........coooviiiiiniii e 76,102 73,976
INCOME tAXES PAYADIE(])..eieveimieriireieie ettt e st 2,271 4512
Deferred INCOME tAXES——CUTTENE.....eiiirieeeeeiirteeeeereeeeteeeeteteeaasaeasessresreeeeseseesisrassssssssasesesasssssssnsnssaeesesensassssssns 5,605 5,652
D T TEVENUE—CUITENE .. et eeeeeee ettt et e e eeeees e tees st eeeaesesaneeeeeaeeaasatassaeeaesaaasesasaesesersansssnneeeaeens 319,797 279,041
Other CUITENT HADTIITIES. ......uiiiiieetie et ettt eee et e et te e eb e eee b e e tee et e e saeeesaseeemsm s e e s e e saaasebaeenibesinee 36,573 56,308
Total CUITENt HHADIIITIES ..eeeiitiii ittt ee e e e e eecrtas b e e s reeeseeseeasssssaesaesasaaaaessenssessnnnnneen 455,079 438,098
Long-term debt—10n-CUrTent( 1) ..c.c..cciurmiriiiiicint ettt st sas s eaeae i 224,143 217,333
Deferred INCOME taX@S——T10N-CUITENE......c.c.oiiiiiiiiereeiitieie e erierreeereeaesntraesssnsreeeesssrseeessssneeessaneesseesnmeneeserennnesans 42.834 16,827
Deferred revenue—non-current 8,363 13,482
Other long-term HabilItIs........coooiriiiiiiii et e s 16,456 14,781
TOLAl HADTITIES .....vveviiiietiee et ettt ettt ettt te st e e e s te b et essesbe e esa et er s eseen s eeesbemeesenaanbeabenaentenbenreane 746,875 700,521
Commitments and contingencies (Note 13)
Stockholders’ equity:
Preferred stock; $0.01 par value; 42,562 shares authorized; no shares issued or outstanding...................... — —
Common stock; $0.01 par value; 750,000 shares authorized; 202,919 and 201,808 shares issued,

respectively; 162,045 and 161,476 shares outstanding at May 31, 2010 and May 31, 2009;

TESPECHIVELY L. cvetitetet ettt st st R s 2,029 2,018
Additional paid-in CAPTLAI1) ....eievemieeriiiiitee ettt sttt ses e en s s 887,349 870,722
Treasury stock, at cost; 40,874 and 40,332 shares at May 31, 2010 and May 31, 2009; respectively.......... (326,925) (324,651)
Retained CAMINGS(1) vvvvriieiie ettt ettt sbe e sa et a e ea s s re s 53,742 40,718
Accumulated other CoMPrehensive INCOME ... .....viviririiiiiieri ettt cae s 8,974 35,153

Total StOCKNOIAEIS™ EQUILY ....vtiveiiiesee ettt et ettt sr e e e et srs s e i 625,169 623,960

Total liabilities and StockhOlders”™ EqQUILY .......cocciiiiieiireiice e e s $1,372,044 $1,324 481

(N Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities (Note 2)

The accompanying Notes are an integral part of the Consolidated Financial Statements
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LAWSON SOFTWARE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Years Ended May 31,

2010 2009 2008
(as adjusted) (as adjusted)
Revenues:
LACEIISE fEES ....uiivvieiiiiieeeeteecteecte ettt ettt e et e ebeasba e be s ebtents e b e eatsateenteebeesbeanseensnenanenneanes $124,126 $109,683 $132,156
Maintenance services ... 352,986 350,202 336,779
Software revenues.... 477,112 459,885 468,935
Consulting .......ccccccee.n. 259,296 297,443 382,991
TOtAl FEVEIUES......ovviiieieieieeeirie e e et e e e et b e e s sebaea e e erbsaeea e sastbteaesntsaaeaessseeseseassnneeenns 736,408 757,328 851,926
Cost of revenues:
COSt OF HCENSE FEES....ei ittt ee et e et a e s e e e ttaee e sasaeeaeeanessereeaennns 23,987 24,361 28,782
Cost Of MAINTENANCE SETVICES ...vvviieeeieeeeeeeeeeereeeereeeeeeeteeeatseestssasstesessesessanasessasessaanes 68,233 64,533 65,885
COSt Of SOtWATE FEVENUES ....eevvvieeriiieeieeeeiieeereeeveeesteeseeeeetseessnnessssreessrnesssnesssnsesssenns 92,220 88,894 94,667
Cost Of CONSUIING......ooiiiiiiiiiieiiee e e 228,874 269,738 318,253
Total cost of revenues 321,094 358,632 412,920
GOSS PROFTE ettt e 415,314 398,696 439,006
Operating expenses:
Research and development 90,268 82,377 85,374
Sales and marketing .................. 162,245 162,975 189,336
General and administrative 84,306 79,765 100,259
ReStructuring (INOTE 3).....vvieiiirieeeieieetee sttt et e et st sdeesbesassnessaaeones 13,154 19,954 (731)
Amortization of acquired intangibles ... 9,472 8,892 13,690
Total OPErAtING EXPENSES...c.vveverrereererieririeieaatsieiiate s steteetessese s stsseseesesasassaesessenens 359,445 353,963 387,928
OPETAtING INCOIME ...vivieniiieeieetiireeteeere e eeer et ene e st e s re e e saa bt sas e s st s b abesas e s esnssaen s 55,869 44,733 51,078
Other income (expense), net:
Interest income.............. 917 6,282 20,086
Interest expense(1) (16,238) (15,625) (15,976)
Impairment and other income (expense), net 88 532 (17,455)
Total other INCOME (EXPENSE), NEL...coeerurerireirriecerinreere et e (15,233) (8,811) (13,345)
Income before income taxes 40,636 35,922 37,733
Provision for inCOME tAXES( 1) ....couuiriiieeieeie e e ettt et eite s eeabtes e seresre s e enees 27,612 21,731 28,411
INEE INICOMIE. .....eeeeeiieie it eeee et et et e e e steeete s e e enaeenteeneseraeesee et eatsesseansaesrseatesesessabanssassesnesaanns $13,024 $14,191 $9,322
Net income per share:
$0.08 $0.09 $0.05
$0.08 $0.08 $0.05
161,442 164,011 177,283
165,251 166,393 180,580
1) Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities (Note 2)

The accompanying Notes are an integral part of the Consolidated Financial Statements
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LAWSON SOFTWARE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Years Ended May 31,

2010 2009 2008
(as adjusted) (as adjusted)
Cash flows from operating activities:
NEUINCOME( 1) oeviivreiitiit et eeeiereee e sbr ettt s aeat e aeaaaaeseabeomtes bebses et bebsent saoesesenaeabessesbebesnenenees $13,024 $14,191 $9,322
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization. 46,684 39,647 43295
Amortization of debt issuance costs(1) . 1,040 1,022 1,034
Amortization of debt discount(1)...... .. 8,486 7,948 7462
Deferred income taxes(1).......... 7516 (6,604) 5,776
Provision for doubtful accounts. . 1,312 1,489 1,110
WAITANTY PIOVISION. ...t et et s ee e st aea s 4,877 6,959 6,398
IMPaIrMent ON INVESLIMENTS ......c.oouertiiirierierieieeieeeteaeraestetieresetetsreeeesbesaestersstaesesbensesmenseseeses — — 18,414
Net (gain) loss on disposal of assets .... 1,122 — 311)
Excess tax benefits from StOCK tranSaCtiONS. ..........ovvuievirrrieernireere e stieseeeetiereeeesreieseessesessees (850) (648) (2,128)
Stock-based cOMPENSALION EXPETISE.........c.viuuiiiiiiiriiiteetietert ettt et st es e nas 17,028 8,519 6,743
Amortization of discounts (premiums) on marketable SECUTItESs.............ccocvrveerireiccrercinnnes — 6 (92)
Changes in operating assets and liabilities (net of acquisitions):
Trade accounts reCeIVAbIE ........cc..cociiiiiiiieiiiii ettt e s 49,077 25,843 (6,432)
Prepaid expenses and other assets 1,604 (7,351) (19,498)
Accounts payable (3,724) (7,660) 73
Accrued expenses and other Habilities...........c.ccooiiiiriiiiiinniiin e (19,937) 6,731 (33,594)
Income taxes payable/receivable(1) . . (354) 2,906 9,911
DEfEITEA TEVENMUE .....ooiiiiiiiiiiciiii e ceei e e et e eete e ettt e e e esertbe e e e s et eatareeeesesabaeesessbeeeeeassaeeeannes 26,134 (21,710) 34,156
Net cash provided by Operating aCtVItIES ..........ccoriievirieeeitee ettt eee s eeeesiee e 153,039 71,288 81,639
Cash flows from investing activities:
Cash paid for acquisitions, net of cash acquired.. . (160,000) — (20,253)
Change in restricted cash..........cccooevevrieveccnaeinns . 230 (8,105) 4,660
Purchases of marketable securities and investments — — (205,095)
Proceeds from maturities and sales of marketable securities and investments. 4 50,657 216,393
Purchases of property and equipment................covvioiinriiniiecie e (18,991) (29,333) (22,992)
Net cash provided by (used in) INVEStING ACHVITIES ........ccooiviioiiriiriioiiieeicirre et (178,757) 13,219 {27,287)
Cash flows from financing activities:
Principal payments on long-term deb............ccoooiiiiiiiiiiicie e (1,462) (1,747) (2,267)
Payments on capital lease OblIZAtIONS .........cccoooiiiiiiiiiiiicce e (2,257 (1,043) (1,379)
Cash proceeds from exercise of StOCK OPHONS .........ciiiiiiiieiii ettt 3,438 2,531 6,910
Excess tax benefit from stock transactions . 850 648 2,128
Cash proceeds from employee stock purchase plan...............ccococooiiiiiii 2,428 2,698 2,990
Repurchase of common stock from related parti€s...........cocovveeeriireniniieiiininnenesecerenieeenes — (8,875) (36,800)
Repurchase of common stock—other.............. . (7,423) (94,129) (68,829)
Net cash used in financing activities ..........c.occvevueireinnnne . (4,426) (99,917) (97,247)
Effect of exchange rate changes on cash and cash equivalents............cococcovinerenenniriee e (8,754) (4,896) 4,053
Net decrease in cash and cash €qUIVAIENLS............ccoiiiiiiiiiii i (38,898) (20,306) (38,842)
Cash and cash equivalents at the beginning of the period...........c..c.ccooiiiiinciiiiccce e 414,815 435,121 473,963
Cash and cash equivalents at the end of the period.................cco.ooooooiiiiiiiiict e $375,917 $414.815 $435,121
Supplemental cash flow disclosures:
INEETESE PAIA.......ooviivioiiieitiei ettt ettt ettt e sa b ese st et essase s s e s bese s asessas etk seen e basaaaeas $6,723 $6,637 $6,814
INCOME 1AXES PAI.......eieii ittt ettt ettt ettt et et ettt eb e enene $20,231 $22,087 $15,241
(1 Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities (Note 2)

The accompanying Notes are an integral part of the Consolidated Financial Statements
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LAWSON SOFTWARE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Nature of Business and Basis of Presentation

Lawson Software is a global provider of enterprise software, services and support targeting customers in specific
industries, including healthcare, service industries, manufacturing & distribution, equipment service management and rental,
public sector (U.S.), food & beverage and fashion as well as the horizontal market for our human capital management
product line. Lawson serves customers in three geographic regions: the Americas; Europe, Middle East, and Africa (EMEA);
and Asia-Pacific, including Australia and New Zealand (APAC). We offer a broad range of software applications and
industry-specific solutions that we believe help our customers improve their business processes and reduce costs, resulting in
better business or operational performance. Lawson solutions help automate and integrate business processes and promote
collaboration among our customers and their partners, suppliers and employees. Through our consulting services, we help our
customers implement, learn to use, upgrade and optimize their Lawson applications. Through our support services, we
provide ongoing maintenance and assistance to our customers.

Basis of Presentation

Our Consolidated Financial Statements are prepared in conformity with accounting principles generally accepted in
the U.S. (U.S. GAAP) and include the accounts of Lawson Software, Inc., our branches and our wholly-owned and
majority-owned subsidiaries operating in the Americas, EMEA, and APAC. All significant intercompany accounts and
transactions have been eliminated. Our subsidiaries that are not majority-owned are accounted for under the equity method.
The accompanying Consolidated Financial Statements reflect all adjustments, in the opinion of management, necessary to
fairly state our consolidated financial position, results of operations and cash flows for the periods presented. These
adjustments consist of normal, recurring items other than the out-of-period adjustments described below under Fiscal 2010
Results of Operations and Fiscal 2009 Results of Operations. The accompanying Consolidated Financial Statements for all
fiscal year 2009 and 2008 periods also include certain adjustments related to the adoption of an accounting pronouncement
that we were required to adopt retrospectively, as described in Note 2, Summary of Significant Accounting Policies—
Adoption of New Accounting Pronouncements.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires us to make estimates and
assumptions that affect the reported amounts of assets and liabilities as of the date of our financial statements, the reported
amounts of revenues and expenses during the reporting periods presented, as well as our disclosures of contingent assets and
liabilities. On an on-going basis, we evaluate our estimates and assumptions, including those related to revenue recognition,
allowance for doubtful accounts and sales returns, fair value of investments, fair value of stock-based compensation, fair
value of acquired intangible assets and goodwill, useful lives of intangible assets and property and equipment, income taxes,
restructuring obligations, contingencies and litigation, among others. We base our estimates and assumptions on our
historical experience and various other pieces of information available to us when these estimates and assumptions are made.
We believe that these estimates and assumptions are reasonable under the circumstances and form the basis for our making
judgments about the carrying values of our assets and liabilities that are not readily apparent from other sources. Actual
results and outcomes could differ from our estimates.

Business Segments

During fiscal 2009 and prior years, we viewed our operations and managed our business as one reportable segment:
the development and marketing of computer software and related services including consulting, maintenance and customer
support. Beginning in the first quarter of fiscal 2010, we reorganized our operations to provide greater focus on and better
serve our targeted vertical markets. With this strategic organizational change, including a workforce realignment, we
determined that we have three reportable segments that align with our three industries groups: S3 Strategic Industries, M3
Strategic Industries and General Industries. See Note 14, Segment and Geographic Information, for applicable reportable
segment disclosures.

60



Fiscal Year

Our fiscal year is from June 1 through May 31. Unless otherwise stated, references to the years 2010, 2009 and 2008
relate to the fiscal years ended May 31, 2010, 2009 and 2008; respectively. References to future years also relate to our fiscal
years ending May 31.

Fiscal 2010 Results of Operations

Our results for fiscal 2010 include reductions to net income of approximately $0.8 million primarily as a result of
$1.7 million of additional income tax provision recorded in the first quarter of fiscal 2010 that should have been recorded as a
reduction of net income in the fourth quarter of 2009. An additional out-of-period adjustment was recorded in the first quarter
of fiscal 2010 that increased pre-tax operating income by $0.9 million, related to the reversal of a services loss reserve that
should have been reversed in the first quarter of fiscal 2008. We have determined that the impact of these out-of-period
adjustments recorded in the first quarter of fiscal 2010 were immaterial to our results of operations in all applicable prior
interim and annual periods and to our first quarter and our results of operations for fiscal 2010.

Fiscal 2009 Results of Operations

Our results for fiscal 2009 include red.ctions to net income of approximately $2.3 million primarily as a result of
$1.9 million of under accruals of sales incentivee compensation recorded in the first quarter of fiscal 2009 that should have
been recorded as a reduction of net income in the fourth quarter of fiscal 2008. These accruals primarily related to sales
incentive compensation in EMEA. The fourth cuarter fiscal 2008 under accrual was primarily due to the fact that the previous
accrual methodology utilized in EMEA did not sufficiently provide for (1) overachievement of sales quotas and related
higher commission rates that were achieved in EMEA in fiscal 2008 when license contracting targets were greatly exceeded
by various sales personnel, and (2) sales incentives payable to sales management employees. We have taken actions, such as
redesigning the sales incentive accrual process and enhancing monitoring controls, to mitigate the potential for replicating
this matter. Additional out-of-period adjustments were recorded in the second quarter of fiscal 2009 that increased pre-tax
operating expenses by $0.4 million, primarily rzlated to deferred third-party costs included in costs of license fees and in the
fourth quarter of fiscal 2009 that resulted in an increase in service revenues for the fiscal year of $0.3 million. We have
determined that the impact of the sales incentive compensation under accruals and the out-of-period adjustments recorded in
the second and fourth quarters were immaterial to our fiscal 2009 results of operations.

2. Summary of Significant Accounting Policies
Adoption of New Accounting Pronouncements

On September 1, 2009, we adopted the Financial Accounting Standards Board (FASB) guidance on accounting
standards codification and hierarchy of generally accepted accounting principles. This guidance was issued in June 2009 and
established the FASB Accounting Standards Codification (the ASC) as the source for authoritative U.S. GAAP. The ASC
supersedes all existing non-SEC accounting and reporting standards under U.S. GAAP for nongovernmental entities. It is not
intended to nor does it change existing U.S. GAAP. Any additions/revisions to U.S. GAAP will be incorporated into the ASC
through Accounting Standards Updates (ASU’s). Our adoption of the ASC did not have any impact on our financial position,
results of operations or cash flows.

On June 1, 2009, we adopted the FASI3 guidance related to accounting for convertible debt instruments with
conversion and other options, which impacts the accounting treatment for convertible debt instruments that allow for either
mandatory or optional cash settlements. This guidance, issued in May 2008, impacts the accounting associated with our
$240.0 million senior convertible notes. See Ncte 7, Long-Term Debt and Credit Facilities, for additional information
regarding our senior convertible notes. Under this guidance we are required to recognize additional (non-cash) interest
expense based on the market rate for similar debt instruments that do not contain a comparable conversion feature.
Furthermore, the guidance requires a retrospective adjustment for recognition of interest expense in prior periods.
Accordingly, we have made certain adjustments to the presentation of our 2009 and 2008 Consolidated Financial Statements.

The adoption of the guidance on accounting for convertible debt instruments that may be settled in cash upon
conversion required us to allocate the $240.0 million proceeds received from the issuance of our senior convertible notes
between the applicable debt and equity components. Accordingly, we have allocated $197.7 million of the proceeds to the
debt component of our senior convertible notes and $25.2 million, net of deferred taxes of $15.8 million and debt issuance
costs of $1.3 million, to the equity conversion feature. The debt component allocation was based on the estimated fair value
of similar debt instruments without a conversion feature as determined by using a discount rate of 6.77%, which represents
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our estimated borrowing rate for such debt as of the date of our senior convertible notes’ issuance. The difference between
the cash proceeds associated with our senior convertible notes and the debt component was recorded as a debt discount with a
corresponding offset to additional paid-in-capital, net of applicable deferred taxes and allocated debt issuance costs,
representing the equity conversion feature. The debt discount that we recorded is being amortized over five years, which is
the expected term of our senior convertible notes (April 23, 2007 through April 15, 2012), using the effective interest method
resulting in additional non-cash interest expense. The debt issuance costs have been allocated to the respective debt
component and the equity conversion feature resulting in a reclassification of $1.3 million of debt issuance costs to additional
paid-in-capital as of June 1, 2009. The debt issuance costs allocated to the debt component are also being amortized to
interest expense over the expected term of our senior convertible notes. As of May 31, 2010, the remaining period over which
the debt discount and debt issuance costs will be amortized is approximately 1.8 years.

The carrying amounts of our senior convertible notes included in our Consolidated Balance Sheets were as follows
(in thousands):

May 31, 2010 May 31, 2009

(as adjusted)
Principal balance ..........cccoeeeniiiiiinncccc $240,000 $240,000
Debt diSCOUNT......ceiiiiiciirienececceccteecc e (17,535) (26,022)
Senior convertible NOtES, NEt .........cceevvveeviiiirieierieeieee e $222,465 $213,978

We have recorded the following interest expense related to our senior convertible notes in the periods presented (in
thousands):

Years Ended May 31,

2010 2009 2008
(as adjusted) (as adjusted)
Coupon rate of interest (2.5%—cash interest)........ $6,000 $6,000 $6,000
Debt discount amortization.........ccceeeeiveeveeeeeinneeeen. 8,486 7,948 7,386
Debt issuance cost amortization ...........ccccceeeeeeenenan. 1,040 1,040 1,040
Net INterest XPenSe.......oeuvuveerverrereeerenrirvrerereenenes $15,526 $14,988 $14,426

The following tables reflect the impact that adoption of the FASB guidance on accounting for convertible debt
securities had on our Consolidated Financial Statements (in thousands, except per share amounts) for the periods presented.

Consolidated Balance Sheet as of May 31, 2009:

Convertible
As Originally Debt
Reported Adjustments _As Adjusted
Deferred income taxes—non-current (asset).......... $49,565 $(9,730) $39,835
Other @SSELS ...ovveerriieieeeecieceie e eee e 13,903 (754) 13,149
Income taxes payable .........ccvvveeerriveniienineeneennenne 4,513 (1 4,512
Long-term debt—non-current ........c.cceceecvererccennenn 243355 (26,022) 217,333
Additional paid-in capital .......ccooevccnincciniieinenn 845,522 25,200 870,722
Retained €arnings ......occoevevvienceeeeniienniecoreenceconeenns 50,379 (9,661) 40,718
Consolidated Statement of Operations for fiscal 2009:
Convertible
As Originally Debt
Reported Adjustments  As Adjusted
INErESt EXPENSE .o.vvvvreeeierenirieieriereee v eresre e srenee $7,939 $7,686 $15,625
Provision from inCome taxes..........ccceeevveeviviennnnnns 24,691 (2,960) 21,731
NELINCOME wovvvviiiiiiiiiiiicieee et 18,917 (4,726) 14,191
Basic net income (loss) per share ..........ccccccennnne. $0.12 $(0.03) $0.09
Diluted net income (loss) per share...........c....c.c.... $0.11 $(0.03) $0.08
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Consolidated Statement of Operations for fiscal 2008:

Convertible
As Originally Debt
Reported Adjustments As Adjusted
INETESt EXPENSE .vvmererierecrerecreciecrenet et saeaenie $8,844 $7,132 $15,976
Provision from income taxes.... 31,158 (2,747) 28,411
Net iNCOME (0SS)-urrerrrererererereeeereennnns 13,707 (4,385) 9,322
Basic net income (loss) per share........... $0.08 $(0.03) $0.05
Diluted net income (loss) per share $0.08 $(0.03) $0.05

Consolidated Statement of Cash Flows for fiscal 2009:

Convertible

As Originally Debt
Reported Adjustments _As Adjusted
Net income (10SS)...cueeueereeeeeeeeeeeniee e $18,917 $(4,726) $14,191
Amortization of debt issuance costs........cccccernnennn. 1,284 (262) 1,022
Amortization of debt discount ..............cccvevrnenennnn. — 7,948 7,948
Deferred INCOME taAXES .....coveeeerivercireecvireneiennnes (3,645) (2,959) (6,604)
Income taxes payable/receivable............cccceeerniee. 2,907 1) 2,906
Net cash used in operating activities ..........cconene 71,288 — 71,288
Consolidated Statement of Cash Flows for fiscal 2008:
Convertible
As Originally Debt
Reported Adjustments  As Adjusted
Net INCOME (10SS)..nviveereerireieeietireeeeererrersresaeee e $13,707 $(4,385) $9,322
Amortization of debt issuance costs.......cc...couenee. 1,288 (254) 1,034
Amortization of debt discount — 7,462 7,462
Deferred InCOME taxeS......oceeveeeeereeecurieeireeieneneen 8,599 (2,823) 5,776
Net cash used in operating activiti€s .........c.coceennne 81,639 — 81,639

Effective June 1, 2008, we adopted the FASB guidance related to fair value measurements. This guidance was
issued in September 2006 and establishes a common definition for fair value to be applied to U.S. GAAP guidance requiring
use of fair value, establishes a framework for measuring fair value, and expands disclosure about such fair value
measurements. In February 2008, the FASB issued additional guidance which removed certain leasing transactions from the
scope of these provisions and partially deferred the effective date of this guidance for one year for certain nonfinancial assets
and nonfinancial liabilities that are recognized at fair value on a nonrecurring basis (at least annually). Our June 1, 2008
adoption date for this guidance was effective for financial assets and liabilities and nonfinancial assets and liabilities that are
recognized at fair value on a recurring basis. On June 1, 2009, we adopted the fair value guidance for our non-financial assets
and liabilities that are recognized at fair value on a nonrecurring basis. Our adoption of this guidance did not have a
significant impact on our financial position, results of operations or cash flows. See Fair Value Measurements for applicable
information.

Effective June 1, 2009, we adopted the FASB guidance related to business combinations, which significantly
changed how business acquisitions are accounted for and impacts financial statements both on the acquisition date and in
subsequent periods. This guidance was issued in December 2007 and establishes principles and requirements for the
recognition and measurement of identifiable assets acquired, the liabilities assumed, contractual contingencies, and
contingent consideration at their fair value on the acquisition date. Some of the changes, such as the accounting for
contingent consideration and exclusion of transaction costs from acquisition accounting, may introduce more volatility into
earnings. Our accounting for business combinations changed on a prospective basis beginning with business combinations for
which the acquisition date was after our adoption date of June 1, 2009, including our January 11, 2010 acquisition of
Healthvision. See Note 4, Business Combinations. In addition, any restructuring liabilities established in connection with
integration of an acquired entity will have a negative impact on our future operating results as they will not be accounted for
as part of the business combination purchase price but will be expensed when accrued. In relation to previous acquisitions,
this guidance requires any release of existing income tax valuation allowances initially established through purchase
accounting to be included in our earnings rather than as an adjustment to goodwill. This would have the effect of reducing
our income tax provision in future periods when such valuation allowances are reversed.
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Effective June 1, 2009, we adopted the provisions related to accounting for assets acquired and liabilities assumed in
a business combination that arise from contingencies. The guidance requires that assets and liabilities of contractual and
noncontractual contingencies be recognized at fair value if the fair value can be reasonably determined during the
measurement period and provides guidance on how to make that determination. This guidance applies prospectively to
business combinations for which the acquisition date is after our adoption date of June 1, 2009. Our adoption of this guidance
did not have a material impact on our financial position, results of operations or cash flows.

Effective June 1, 2009, we adopted the FASB guidance related to non-controlling interests in consolidated financial
statements. This guidance, issued in December 2007, changed the accounting and reporting for minority interests, which are
to be recharacterized as non-controlling interests and classified as a separate component of equity rather than as a liability. As
of June 1, 2009, there were no non-controlling interests relating to any of our subsidiaries. Accordingly, our adoption of this
guidance did not have a material impact on our financial position, results of operations or cash flows.

Effective June 1, 2009, we adopted the FASB guidance related to interim disclosures about fair value of financial
instruments. This guidance, issued in April 2009, enhances consistency in financial reporting by requiring disclosures about
the fair value of financial instruments in interim reporting periods as well as in annual financial statements. Our adoption of
this guidance did not have a material impact on our financial position, results of operations or cash flows. See, Fair Value of
Financial Instruments, below for applicable disclosures.

Fair Value of Financial Instruments

Our financial instruments consist primarily of cash equivalents, marketable securities, trade accounts receivable and
accounts payable and foreign currency forward contracts for which the current carrying amounts approximate fair values,
primarily due to their short periods to maturity. Our long-term debt is carried at its face value, net of applicable debt discount
recorded upon adoption of the FASB guidance on accounting for convertible debt securities, as discussed above. The
estimated fair value of our 2.5% senior convertible notes, including current maturities, was $240.0 million as of May 31,
2010, based on quoted market prices. The remainder of our long-term debt has fair values that are not materially different
from their aggregate carrying values of $4.3 million.

Cash Equivalents

All highly liquid investments with an original maturity of three months or less are considered to be cash equivalents.
Our cash equivalents consist primarily of funds held in money market instruments. The carrying amount of cash equivalents
approximates their fair value due to the short maturity of these instruments.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are initially recorded at fair value upon the sale of software licenses and services to our
customers. We maintain an allowance for doubtful accounts at an amount we estimate to be sufficient to provide adequate
protection against losses resulting from extending credit to our customers. In judging the adequacy of the allowance for
doubtful accounts, we consider multiple factors including historical bad debt experience, the general economic environment,
the need for specific customer reserves and the aging of our receivables. This provision is included in operating expenses as a
general and administrative expense. A considerable amount of judgment is required in assessing these factors. If the factors
utilized in determining the allowance do not reflect future performance, a change in the allowance would be necessary in the
period such determination is made which would affect future results of operations.

Marketable Securities and Other Investments

We account for our investments in marketable securities and other investments in accordance with the provisions of
the FASB guidance on investments in debt and equity securities, which addresses the accounting and reporting for
investments in fixed maturity securities and for equity securities with readily determinable fair values. We determine the
appropriate classification of our investments in debt securities at the time of purchase and reevaluate such designation as of
each balance sheet date. During fiscal 2008, all marketable securities we held were classified as available-for-sale and our
entire auction rate securities portfolio was classified as short-term investments. Available-for-sale securities are carried at fair
value as determined by market prices/quotes, with unrealized gains and losses, net of tax, reported as a separate component of
stockholders’ equity. Our investments in auction rate securities were carried at estimated fair value with the related
impairment recorded in 2008 classified as other-than-temporary and recognized in our Consolidated Statements of
Operations. We liquidated all of our auction rate securities during 2009 as discussed below, and held no marketable securities
as of May 31, 2009. The cost basis of securities sold is determined using the specific identification method. Interest and
dividends on securities classified as available-for-sale are included in interest income.
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We review potential impairment of our investments in accordance with the FASB guidance on investments in debt
and equity securities, to determine the classification of any impairment as temporary or other-than-temporary. A temporary
impairment charge results in an unrealized loss being recorded in the other comprehensive income component of
stockholders’ equity. Such an unrealized loss does not reduce net income for the applicable accounting period because the
loss is viewed as temporary. Losses are recognized in our statement of operations when a decline in fair value is determined
to be other-than-temporary. We review our investments on an ongoing basis for indications of possible impairment and
proper classification of any impairment once identified. Determination of whether the impairment is temporary or other-than-
temporary requires significant judgment. The primary factors we consider in classifying the impairment include the extent
and time the fair value of each investment has been below cost, the expected holding or recovery period for each investment
and our intent and ability to hold each investment until recovery.

On July 7, 2008, we sold our auction rate securities portfolio for $45.2 million in cash, the carrying value as of
May 31, 2008. In light of this transaction, the $2.9 million of impairment losses previously recorded in the second and third
quarters of fiscal 2008, and originally determined to be temporary and reflected in a separate component of stockholders’
equity, were reclassified as other-than-temporary and included in our results of operations for fiscal 2008. As a result, we
recorded an impairment charge of approximately $18.4 million in fiscal 2008 which is included in other income (expense),
net in the accompanying Consolidated Statements of Operations.

Property and Equipment

Property and equipment includes equipment, office furniture and automobiles and is stated at cost less accumulated
depreciation. Depreciation is computed using the straight-line method over the estimated useful lives of the assets, which
generally range from three to seven years. Property and equipment also includes leasehold improvements which are stated at
cost less accumulated amortization. Amortization is computed over the shorter of the economic life or the term of the
underlying facility lease, which generally ranges from three to 16 years.

In addition, we capitalize certain costs related to our development of internal use software in accordance with
applicable FASB guidance. Capitalized costs are amortized over the software’s estimated useful life, which is generally five
years. During fiscal 2010 and 2009, we capitalized approximately $5.5 million and $12.3 million of software development
costs related to programs to be used solely to meet our internal needs. In addition, during fiscal 2010 we wrote-off
$1.1 million in previously capitalized costs related to internally developed front-end sales cycle tools which we no longer
intend to use. The resulting charge is included in general and administrative expense in the accompanying Consolidated
Statements of Operations.

Depreciation and amortization expense related to property, plant and equipment, including internal use software,
was $21.8 million, $17.1 million and $13.9 million for fiscal 2010, 2009 and 2008; respectively.

Lease Obligations

We recognize lease obligations with scheduled rent increases over the terms of the leases on straight-line basis in
accordance with FASB guidance related to operating leases. Accordingly, the total amount of base rentals over the term of
our leases is charged to expense using a straight-line method, with the amount of rental expense in excess of lease payments
recorded as a deferred rent liability in our Consolidated Balance Sheets. As of May 31, 2010 and 2009, we had deferred rent
liabilities of $2.9 million and $2.8 million; respectively, which are classified in other long-term liabilities. We also recognize
capital lease obligations and record the underlying assets and liabilities in our Consolidated Balance Sheets (See Note 13,
Commitments and Contingencies).

Revenue Recognition

Revenue recognition rules for software businesses are very complex. We follow specific and detailed guidelines in
determining the proper amount of revenue to be recorded. However, certain judgments affect the application of our revenue
recognition policy. Revenue results are difficult to predict, and any shortfall in revenue or delay in recognizing revenue could
cause our operating results to vary significantly from year to year.

The significant judgments for revenue recognition typically involve determining whether collectability can be
considered probable and whether fees are fixed or determinable. In addition, our transactions often consist of multiple
element arrangements which typically include license fees, maintenance and support fees and consulting service fees. These
multiple element arrangements must be analyzed to determine the relative fair value of each element, the amount of revenue
to be recognized upon shipment, if any, and the period and conditions under which deferred revenue should be recognized.
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We recognize revenue in accordance with the provisions of the FASB guidance on software revenue recognition.
We license software under non-cancellable license agreements and provide related consulting services, including training and
implementation services, as well as on-going customer support and maintenance.

When our consulting, training and implementation services 1) are not considered essential to the functionality of our
software products, 2) are sold separately and also 3) are available from a number of third-party service providers, our
revenues from these services are generally recorded separately from license fees and recognized as the services are
performed. License fees within software arrangements, including services that do not meet any one or a combination of the
three criteria listed above, are recognized in accordance with the applicable FASB guidance, using contract accounting and
the percentage-of-completion methodology based on labor hours input. Software arrangements which include certain fixed-
fee service components are usually recognized as the services are performed while corresponding direct service costs to
provide these services are expensed as incurred.

From time-to-time, we enter into software arrangements that include software license, maintenance and consulting
services which are considered essential to the functionality of the software. In these instances, we recognize revenue for the
three revenue streams under two units of accounting, which are the (i) software license bundled together with consulting
services and (ii) maintenance. For purposes of presenting revenues, we present applicable license fees, maintenance and
consulting revenues in our Consolidated Statements of Operations using VSOE (or, if unavailable, other objective evidence)
of fair value for the undelivered elements and assign the remainder of the arrangement fee to the license.

The amounts of revenue and related expenses reported in the Consolidated Financial Statements may vary due to the
amount of judgment required to address significant assumptions, risks and uncertainties in applying the application of the
percentage-of-completion methodology. Our specific revenue recognition policies are as follows:

»  Software License Fees—License fee revenues from end-users are recognized when the software product has
been shipped, provided a non-cancellable license agreement has been signed, there are no uncertainties
surrounding product acceptance, the fees are fixed or determinable and collection of the related receivable is
considered probable. Provided the above criteria are met, license fee revenues from resellers are recognized
when there is a sell-through by a reseller to an end-user. A sell-through is determined when we receive an order
form from a reseller for a specific end-user sale. We do not generally offer rights of return, acceptance clauses
or price protection to our customers. In situations where software license contracts include rights of return or
acceptance clauses, revenue is deferred until the clause expires. Typically, our software license fees are due
within a 12-month period from the date of shipment. If the fee due from the customer is not fixed or
determinable or includes payment terms greater than twelve months from shipment, revenue is recognized as
payments become due and all other conditions for revenue recognition have been satisfied. In software
arrangements that include rights to multiple delivered elements such as software products or specified upgrades
and undelivered elements such as support or services, we allocate the total arrangement fee according to the fair
value of each element using VSOE. VSOE of fair value is determined using the price charged when that
element is sold separately. In software arrangements in which we have fair value of all undelivered elements but
not of a delivered element, we use the residual method to record revenue. Under the residual method, the fair
value of the undelivered elements is deferred and the remaining portion of the arrangement fee is allocated to
the delivered element and is recognized as revenue. In software arrangements in which we do not have VSOE
of fair value of all undelivered elements, revenue is deferred until fair value is determined or all elements for
which we do not have VSOE of fair value have been delivered.

s Maintenance and Support—Revenues from customer maintenance and support contracts are deferred and
recognized ratably over the term of the agreements. Revenues for maintenance and support that are bundled
with license fees are deferred based on the VSOE of fair value of the bundled maintenance and support and
recognized over the term of the agreement. VSOE of fair value is based on the renewal rate for continued
maintenance and support arrangements.

»  Consulting Services—Revenues from consulting services (including training and implementation services) are
recognized as services are provided to customers. Revenues for consulting services that are bundled with license
fees are deferred based on the VSOE of fair value of the bundled services and recognized when the services are
performed. VSOE of fair value is based on the price charged when training and consulting services are sold
separately. Our subscriptions contracts are comprised of recurring software licenses, related support and
applicable hosting. Because these components work interdependently we consider them to be one accounting
element for which we defer recognition of the subscription fee upon contract execution and recognize it ratably
over the subscription period.
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Deferred Debt Issuance Costs

Deferred debt issuance costs of $2.0 million and $3.0 million, net of amortization, are included in our Consolidated
Balance Sheets as of May 31, 2010 and 2009, respectively, and are reflected in other assets. Deferred debt issuance costs are
being amortized using the straight-line method (which approximates the effective interest method) over the estimated
remaining maturity of the related convertible debt and are included in interest expense in our Consolidated Statements of
Operations.

Sales Returns and Allowances

We do not generally provide a contractual right of return. However, in the course of arriving at practical business
solutions to various warranty and other claims, we have allowed sales returns and allowances. We record a provision against
revenue for estimated sales returns and allowances on license and consulting revenues in the same period the related revenues
are recorded or when current information indicates additional allowances are required. These estimates are based on historical
experience determined by analysis of return activities, specifically identified customers and other known factors. If the
historical data we utilize does not reflect expected future performance, a change in the allowances would be recorded in the
period such determination is made affecting future results of operations.

Following is a roll forward of our product warranty reserve (in thousands):

Balance, May 31, 2007 . $3,745
Provision.......cc.cccceeeueeneenen. 6,398
WVIHEE-OFTS oot ste st e e e steesba e st beeta e ensaenbeans (2,465)
Translation adjuStment ........c..cooeeviiiiiiiiiini ettt 242

Balance, May 31, 2008 .......coiiiiiiiiiieiteieet et ettt 7,920
PrOVISION. ...ttt ettt ettt ettt e e e e et e e e eab et e eeeere s eeseeanraessesaarreesesenarreeens 6,959
WVTIEE-OFTS ..ottt e et s e e et e e e e st e taesbaeesseeesaessaannseesnsannsenns (6,624)
Translation adjUStMENTt .........ccvvieeriieeie et e st eeieeseesseeeeneeeseeesseeemenens (350)

Balance, May 31, 2009.......c et s 7,905
3 0N T o ) ¢ PR N 4,877
WIE-OTTS ot etre et e tr e svaeesene
Translation adjustment

Balance, May 31, 2010.......ccoiii

Research and Development

Expenditures for software research and development are expensed as incurred. These expenses consist primarily of
salaries, employee benefits, related overhead costs, and consulting fees associated with product development, testing, quality
assurance, documentation, enhancements and upgrades for existing customers under maintenance. Such costs are required to
be expensed until the point that technological feasibility of the software is established. We consider technological feasibility
to have occurred when all design, coding and testing of the software product has been completed. Our software research and
development costs primarily relate to our efforts during the period prior to technological feasibility and are charged to
operations as incurred. To date, under our process for developing software, the time period between the establishment of
technological feasibility and completion of software development has been short and no significant development costs have
been incurred during that period. Accordingly, we have not capitalized any software research and development.

Adbvertising Expense

We expense advertising costs as incurred. Advertising expenses of $11.0 million, $13.0 million and $16.2 million
were charged to sales and marketing expenses during fiscal 2010, 2009 and 2008; respectively.

Income Taxes
Our provision for income taxes consists of provisions for federal, state, and foreign income taxes. We operate in an

international environment with significant operations in various locations outside of the United States. Accordingly, our
consolidated income tax rate is a composite rate reflecting our operating results in various locations and the applicable rates.

67



Significant judgment is required in determining our worldwide income tax provision. In the ordinary course of a
global business, there are many transactions and calculations where the ultimate tax outcome is uncertain. Our judgments,
assumptions, and estimates relative to the provision for income taxes take into account current tax laws, our interpretation of
current tax laws, and possible outcomes of current and future audits conducted by foreign and domestic tax authorities.
Although we believe that our estimates are reasonable, the final tax outcome of matters could be different from that which is
reflected in our historical income tax provision and accruals. Such differences, if identified in future periods, could have a
material effect on the amounts recorded in our Consolidated Financial Statements.

In conjunction with preparing the global tax provision, we must assess temporary differences resulting from the
different treatment of specific items for tax and financial reporting purposes. These differences result in deferred tax assets
and liabilities, which are included within our Consolidated Balance Sheets. As part of this process we must also assess, on a
jurisdictional basis, the likelihood that deferred tax assets will be realized from future taxable income, and based on this
assessment establish a valuation allowance, if required. The determination of our valuation allowance is based upon a number
of assumptions, judgments, and estimates, including historical operating results, forecasted earnings and future taxable
income, and the relative proportions of revenue and income before taxes in the various domestic and international
jurisdictions in which we operate. To the extent we establish a valuation allowance or change the valuation allowance in a
period, we reflect the change with a corresponding increase or decrease to our tax provision.

Under the provisions of the FASB guidance related to accounting for income taxes, prior to fiscal 2010, reductions
to the valuation allowance related to Intentia’s deferred tax assets that existed as of the date of the acquisition of Intentia were
first credited against goodwill, then to the other identifiable assets existing at the date of acquisition, and then, once these
assets have been reduced to zero, credited to the income tax provision. A non-cash provision will be credited against
goodwill for the utilization of pre-acquisition net operating losses that had been fully reserved in purchase accounting. With
our adoption of the FASB guidance related to business combinations effective June 1, 2009, beginning in fiscal 2010 any
release of valuation allowances recorded through purchase accounting in relation to our acquisitions are included as a
decrease in our income tax provision rather than as an adjustment to goodwill.

We recognize accrued interest related to unrecognized tax benefits in tax expense. Penalties, if incurred, are also
recognized as a component of tax expense. In addition, the tax effect of discrete items is booked entirely in the quarter in
which the discrete event occurs.

Concentrations of Credit Risks

Financial instruments that potentially subject us to concentrations of credit risk consist primarily of cash and cash
equivalents and trade accounts receivable. Cash equivalents consist primarily of money market instruments and highly liquid
debt securities of corporations, the U.S. Government and its Agencies, with original maturities of three months or less at the
date of purchase.

We grant credit to customers in the ordinary course of business. Concentrations of credit risk with respect to trade
accounts receivable are limited due to the large number of customers comprising our customer base and their dispersion
across different industries and geographic areas. No single customer accounted for 10% or more of our revenues for fiscal
2010, 2009 or 2008 or of trade accounts receivable at May 31, 2010 or 2009.

Contingent Liabilities

We may, from time to time, have unresolved regulatory, legal, tax and other matters (See Note 13, Commitments
and Contingencies). We provide for contingent liabilities in accordance with the applicable FASB guidance. Pursuant to this
guidance, a loss contingency is charged to income when it is probable that an asset has been impaired or a liability has been
incurred at the date of the financial statements and the amount of the loss can be reasonably estimated. Disclosure in the notes
to the financial statements is required for loss contingencies that do not meet both those conditions if there is a reasonable
possibility that a loss may have been incurred. Gain contingencies are not recorded until realized. We expense all legal costs
incurred to resolve regulatory, legal, tax, and other matters in the period incurred.

Periodically, we review the status of each significant matter to assess our potential financial exposure. If a potential
loss is considered probable and the amount can be reasonably estimated, we reflect the estimated loss in our results of
operations. Significant judgment is required to determine the probability that a liability has been incurred and whether such
liability can be reasonably estimated. Because of uncertainties related to these matters, accruals are based on the best
information available to us at each reporting period. Further, estimates of this nature are highly subjective, and the final
outcome of these matters could vary significantly from the amounts that have been included in the accompanying
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Consolidated Financial Statements. As additional information becomes available, we reassess the potential liability related to
any pending claims and litigation and may revise our estimates accordingly. Such revisions in the estimates of the potential
liabilities could have a material impact on our future results of operations, financial position and cash flows.

Goodwill and Other Intangible Assets

During fiscal 2009 we operated as one reportable segment. The changes in the carrying amount of goodwill for
fiscal 2009 were as follows (in thousands):

Balance as of JUNE 1, 2008 .....ovviiviieiiiiiiieeiiie ettt s sireaeeseeneeeessssaeees $546,578
GoodWill djUSIMENTS....cveivireiereerieiterienie ettt eae et eeees (8,118)
Currency translation effect ..........occveivirieiieiceeesec e (68,186)

Balance as 0f May 31, 2009 ......ccvieeieeieiceiieceereecre e sve e e e evnesn e $470,274

The $8.1 million of adjustments to goodwill recorded during fiscal 2009 include a reduction of $1.6 million related
to our fiscal 2006 lease restructuring plan (See Note 3, Restructuring), as well as a $0.6 million reversal related to deferred
revenue initially recognized with our purchase of Intentia. In addition, we determined that a portion of our foreign net
operating losses were not sustainable. These NOLs related to pre-acquisition activity of Intentia. Accordingly, we recorded a
reduction in the acquired deferred tax assets and a corresponding increase in goodwill of approximately $1.9 million. We also
recorded an offsetting adjustment to reverse certain valuation allowances related to acquired deferred tax assets which we
determined are now more likely than not to be realized which resulted in a reduction in goodwill of approximately
$7.9 million. See Note 12, Income Taxes.

With the June 1, 2009, change in our reporting structure the following table reflects changes in the carrying amount
of our goodwill by reportable segment for the fiscal year ended May 31, 2010 was as follows (in thousands):

S3 Strategic M3 Strategic General Consolidated

Industries Industries Industries Total
Balance, May 31,2009.........cccoceenenne. $201,885 $85,505 $182,884 $470,274
Goodwill acquired.......coecvevueeeieeennnn. 78,211 — - 78,211
Goodwill adjustments..........cccoeevenenn. (422) (178) (381) (981)
Currency translation effect ................ (9,796) (3,865) (8,267) (21,928)
Balance, May 31,2010.......c.ccccoevvenenne $269,878 $81,462 $174,236 $525,576

Goodwill acquired during fiscal 2010 totaled $78.2 million related to our acquisition of Healthvision See Note 4,
Business Combinations.

We recorded net adjustments of approximately $1.0 million to reduce goodwill during fiscal 2010; $0.6 million
related to a correction of our lease restructuring accrual originally recorded when we acquired Intentia and $0.3 million
related to the correction of certain income tax assets and liabilities originally recorded when we acquired Intentia.

In accordance with the FASB guidance related to goodwill and other intangible assets, we are required to assess the
carrying amount of our goodwill for potential impairment annually or more frequently if events or a change in circumstances
indicate that impairment may have occurred. We conduct our annual impairment test in the fourth quarter of each fiscal year.

Testing for goodwill impairment is a two step process. The first step screens for potential impairment and if there is
an indication of possible impairment the second step must be completed to measure the amount of impairment loss, if any.
The first step of the goodwill impairment test used to identify potential impairment compares the fair value of a reporting unit
with the carrying value of its net assets. In fiscal 2009 and prior years, we had only one reporting unit and therefore we
compared our Company’s fair value (as estimated based on our market value at year end) to the carrying value of our
consolidated net assets to complete the first step of this test. If the fair value of the reporting unit had been less than the
carrying value of the reporting unit, the second step of the goodwill impairment test would have been performed to measure
the amount of impairment loss we would be required to record, if any. The second step, if required, would compare the
implied fair value of Lawson’s goodwill with the current carrying amount of our goodwill. If the implied fair value of our
goodwill is less than the carrying value, an impairment charge would be recorded as a charge to our operations. The results of
our annual assessment performed at the end of fiscal 2009 and 2008 did not indicate any impairment of our goodwill.
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During the first quarter of fiscal 2010, with our strategic reorganization and workforce realignment, we determined
that we now operate under three reportable segments: S3 Strategic Industries, M3 Strategic Industries and General Industries.
See Note 14, Segment and Geographic Information, for additional information regarding our reportable segments. For
purposes of our goodwill impairment testing, we have determined that we have four reporting units: S3 Strategic Industries
group, M3 Strategic Industries group, the services industries component of our General Industries group and the
manufacturing & distribution component of our General Industries group. Upon this change from one reporting unit to four
reporting units, effective June 1, 2009, we were required to allocate our goodwill to each reporting unit based upon their
relative fair values and we were required to perform a step one goodwill impairment test.

For purposes of allocating our recorded goodwill to our new reporting units, we estimated their fair values using a
combination of an income approach (discounted cash flow method) and a market approach (market comparable method).
Based on the results of the first step of our impairment test, the fair value exceeded the carrying value of the net assets for all
of our reporting units as of June 1, 2009. Based on our year-end assessment performed in the fourth quarter of fiscal 2010,
the calculated fair values of our reporting units exceeded their carrying values by amounts between approximately
$23.0 million and $550.0 million, or 40.0% to 185.0% of the reporting unit carrying values, as of May 31, 2010.
Accordingly, there was no impairment of our goodwill. We have no accumulated impairment charges related to our goodwill.

Acquired intangible assets subject to amortization were as follows (in thousands)

May 31, 2010 May 31, 2009
Gross Gross

Carrying  Accumulated Carrying  Accumulated Estimated

Amounts  Amortization Net Amounts  Amortization Net useful lives
Maintenance contracts ................ $22,940 $19.343  $3,597 $22,940 $17,511 $5,429 Term
Technology ....ccccovervevcciinnnnnn. 141,646 59,284 82,362 96,643 45,596 51,047 3-10 years
Client LiStS ...ooeveevereecereeccreeeeieeane 10,144 8,870 1,274 10,323 7,907 2,416 4-10 years
Customer relationships ............... 95,866 27,339 68,527 53,917 21,308 32,609 12-15 years
Trademarks .......cccooevveeerevvvvnvnnnnen. 8,945 5,141 3,804 5,263 5,263 — 2 years
Order backlog .......cccovnueeveencens 5,405 5,405 — 5,728 5,728 — 1 year
Non-compete agreements ........... 3,494 3,393 101 3,568 3,368 200 5 years

$288,440 $128,775 $159,665 $198,382 $106,681 $91,701

We amortize our intangible assets using underlying cash flow projections and accelerated and straight-line methods
which approximate the proportion of future cash flows estimated to be generated in each period over the estimated useful life
of the applicable asset. The balances reflected in the above table as of May 31, 2010 include the $95.5 million of intangible
assets acquired in our January 2010 acquisition of Healthvision and applicable accumulated amortization. See Note 4,
Business Combinations. Amortization expense for intangible assets was $24.9 million, $22.5 million and $29.4 million for
fiscal years 2010, 2009 and 2008, respectively. Net intangible assets decreased in fiscal 2010 by approximately $2.4 million
due to the effect of currency translation. Amortization expense is reported as a component of cost of revenues and as
amortization of acquired intangibles in our Consolidated Statements of Operations.

The estimated future annual amortization expense for identified intangible assets is as follows
(in thousands):

20T T ettt b et r et bbbt a e a e at e she e en e $29,592
D012 ittt r e bbbt a et b b et bt ettt et sae st 25,650
2013 ettt b bbbttt bt b ae e n e b s et ehe et et s 22,200
20T ittt bttt b e et n e et st 18,301
20 L5 ettt et n et e e b aa bttt at e e n e er e e e sateshbeshneene s eas 21,915
THETEATLET ...ttt ettt e e s s re e ean 42,007

$159,665

Share-Based Compensation

We account for share-based compensation in accordance with FASB guidance on share-based payments. This
guidance requires us to estimate the fair value of our share-based payment awards on the date of grant using an option-pricing
model. We use the Black-Scholes option-pricing model which requires the input of significant assumptions including an
estimate of the average period of time employees will retain stock options before exercising them, the estimated volatility of
our common stock price over the expected term and the applicable risk-free interest rate. The value of the portion of awards
that are ultimately expected to vest is recognized as expense over the requisite vesting periods in our Consolidated Statements
of Operations.
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The fair value of restricted stock and restricted stock unit (RSU) awards (together restricted stock awards) is
estimated based on the grant date market value of our common stock. For restricted stock awards vesting based on service,
compensation expense is recognized on a straight-line basis over the related service period. For restricted stock awards
vesting based on obtaining certain performance targets, compensation expense is recognized over the related service period
based on management’s assessment of the probability of meeting such targets. In general, applicable compensation expense is
recognized when we believe it is probable that the related performance targets will be met and no compensation expense is
recorded, and any previously recognized expense reversed, when achievement of the performance targets is not deemed
probable. Compensation expense related to our Employee Stock Purchase Plan (ESPP) is based on the 15% discount
employees receive relative to the market value of our common stock at the end of the ESPP’s quarterly offering periods and
is recognized in the applicable quarter.

The amount of share-based compensation cost recognized during any given period is based on the value of the
portion of the awards that are ultimately expected to vest. FASB guidance requires forfeitures to be estimated at the time of
grant and revised, if necessary, in subsequent periods if actual forfeitures differ significantly from the original estimates. We
estimate our forfeiture rate based on historic experience of our share-based plans and any adjustment to the estimated
forfeiture rate results in a cumulative adjustment in the period that the estimate is changed. Ultimately, the total compensation
expense recognized for any given share-based award over its vesting period will only be for those shares that actually vest.

Changes in the Black-Scholes valuation assumptions and our estimated forfeiture rate can affect the estimate of fair
value of share-based compensation and the related expense recognized. The assumptions used in estimating the fair value of
share-based payment awards and our estimated forfeiture rate represent management’s best estimates which involve inherent
uncertainties and the application of management’s judgment. As a result, if factors change and different assumptions or
forfeiture rates are used, our share-based compensation expense could be materially different in the future (See Note 5,
Share-Based Compensation and Stock Incentive Plans).

Foreign Currency Translation

All assets and liabilities of our foreign branches and subsidiaries are translated from local currencies to U.S. Dollars
at period-end exchange rates, while revenues and expenses are translated at the average exchange rate during the applicable
period. The functional currency for each of our foreign branches and subsidiaries is the respective local currency with the
exception of our shared service center located in Switzerland whose functional currency is the U.S. Dollar. Translation
adjustments arising from the translation of net assets located in countries outside of the U.S. with functional currencies other
than the U.S. Dollar are recorded as a separate component of stockholders’ equity. The amounts included in our Consolidated
Statements of Operations related to foreign currency transactions for fiscal 2010, 2009 and 2008 were net gains of
$0.7 million, net gains of $1.0 million and net losses of $2.5 million; respectively.

Derivatives

We account for derivative instruments, consisting of foreign currency forward contracts, pursuant to the FASB
guidance on accounting for derivatives instruments and hedging activities. This guidance requires us to measure derivative
instruments at fair value and record them in our balance sheet as either an asset or liability. We do not use derivative
instruments for trading purposes. In fiscal 2010 and prior years, we have not designated these derivative contracts as hedge
transactions and have not used hedge accounting. We manage foreign currency market risk using forward contracts to offset
the risk associated with the effects of certain foreign currency exposures primarily related to non-functional currency
intercompany loans and advances between our international subsidiaries as well as other balance sheet accounts, particularly
accounts receivable, accounts payable and certain accrual accounts. Our foreign currency forward contracts are generally
short term in nature, typically maturing within 90 days or less. We revalue all contracts to their current market value at the
end of each reporting period and unrealized gains and losses are included in our results of operations for that period. These
gains and losses largely offset gains and losses recorded from the revaluation of our non-functional currency balance sheet
exposures. We expect this to mitigate some foreign currency transaction gains or losses in future periods. Our net realized
gain or loss with respect to currency fluctuations wilt depend on the currency exchange rates and other factors in effect as the
contracts mature.
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We record our foreign currency forward contracts on our Consolidated Balance Sheets as either prepaid expenses
and other current assets or other current liabilities depending on whether the net fair value of such contracts is a net asset or
net liability, respectively. All gains and losses from foreign currency forward contracts have been classified as general and
administrative expense in our Consolidated Statements of Operations. See Fair Value Measurements, below, for more detail.
We have recorded the following net fair values of our foreign currency forward contracts and the related net realized and
unrealized gains and losses as of and for the periods indicated (in thousands):

Net Asset Net Liability
Prepaid expenses and
other current assets Other current liabilities

May 31, 2010 May 31, 2009 May 31, 2010 May 31, 2009

Fair values of derivatives not designated as hedging

instruments:
Foreign currency forward contracts............ccccoevvvecnvnnccenencne $6,527 $— $— $547
Years Ended May 31,
2010 2009
Gain (loss) recognized for derivatives not designated as
hedging instruments:
Foreign currency forward contracts...........cccoceveiiiininnnnn. $8,338 $8,538

Fair Value Measurements

As previously discussed, effective June 1, 2008, we adopted the FASB guidance on financial assets and liabilities
and nonfinancial assets and liabilities that are recognized at fair value on a recurring basis. We adopted this guidance for non-
financial asset and liabilities that are recognized at fair value on a nonrecurring basis effective June 1, 2009. This guidance
defines fair value, establishes a framework for measuring fair value and expands disclosures about fair value measurements.
Fair value is defined as an “exit price” which represents the amount that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants as of the measurement date. As such, fair value is a
market-based measurement that should be determined based on assumptions that market participants would use in valuing an
asset or liability. The above mentioned guidance also requires the use of valuation techniques to measure fair values that
maximize the use of observable inputs and minimize the use of unobservable inputs. As a basis for considering such
assumptions and inputs, the guidance establishes a fair value hierarchy which identifies and prioritizes three levels of inputs
to be used in measuring fair value.

The three levels of the fair value hierarchy are as follows:

Level 1 —  Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 — Inputs other than the quoted prices in active markets that are observable either directly or indirectly
including: quoted prices for similar assets and liabilities in active markets; quoted prices for identical or
similar assets and liabilities in markets that are not active; or other inputs that are observable or can be
corroborated by observable market data.

Level 3 — Unobservable inputs that are supported by little or no market data and require the reporting entity to develop
its own assumptions.

We measure certain financial assets and liabilities at fair value including our cash equivalents and foreign currency
forward contracts. The following table summarizes the fair value of our financial assets and liabilities that were accounted for
at fair value on a recurring basis as of May 31, 2010 and 2009 (in thousands):

Fiscal 2010
Fair Value Measurements Using Fair Value at
Inputs Considered as May 31,
Level 1 Level 2 Level 3 2010
Assets

Cash eqUIVAIENLS .......cvviriierieie et $— $198,445 $— $198.445
Foreign currency forward contracts.............ocoooceeniiiiniins — 6,974 — 6,974
$— $205,419 $— $205,419

Liabilities
Foreign currency forward CONIACctS .......c.cccverrrrererereecnnerininiriisnininns $— $447 $— $447
TOLAL et ettt ettt et e et et re b et b ereennenneera e $— $447 $— $447




Fiscal 2009

Fair Value Measurements Using Fair Value at
Inputs Considered as May 31,
Level 1 Level 2 Level 3 2009
Assets

Cash eqUIVAIENLES ....o.vvviiiirieiereececie et e e $100,051 $122,054 $— $222,105
Foreign currency forward contracts........c.ccccevveeceeninceneeserseneesnnnennes — 64 — 64
TOtAL. et bt $100,051 $122,118 $— $222,169

$— $593 $— $593

$— $593 $— $593

Cash equivalents, primarily funds held in money market instruments, are reported at their current carrying value
which approximates fair value due to the short-term nature of these instruments and are included in cash and cash equivalents
in our Consolidated Balance Sheets. OQur investments in treasuries are valued using quoted market prices and are included in
Level 1 inputs. Our money market instruments are valued primarily using observable inputs other than quoted market prices
and are included in Level 2 inputs.

Foreign currency forward contracts are valued based on observable market spot and forward rates as of our reporting
date and are included in Level 2 inputs in the above table. All contracts are recorded at fair value and marked-to-market
values at the end of each reporting period and realized and unrealized gains and losses are included in general and
administrative expenses in our Consolidated Statements of Operations.

We have had no transfers of assets/liabilities into or out of Levels 1 and 2 during fiscal 2010.

In addition to the financial assets and liabilities included in the above table, certain of our nonfinancial assets and
liabilities are to be measured at fair value on a nonrecurring basis in accordance with applicable U.S. GAAP. This includes
items such as nonfinancial assets and liabilities initially measured at fair value in a business combination (but not measured at
fair value in subsequent periods) and nonfinancial long-lived asset groups measured at fair value for an impairment
assessment. In general, nonfinancial assets including goodwill, other intangible assets and property and equipment are
measured at fair value when there is an indication of impairment and are recorded at fair value only when any impairment is
recognized. As of May 31, 2010 we had not recorded any impairment related to such assets. In fiscal 2010 we wrote-off
$1.1 million in previously capitalized costs related to internally developed software. We had no other material nonfinancial
assets or liabilities requiring adjustments or write-downs to their current fair value.

We did not elect to apply the FASB guidance related to the fair value option for financial assets and liabilities to any
of our currently eligible financial assets or liabilities. As of May 31, 2010 our material financial assets and liabilities not
carried at fair value include our trade accounts receivable and accounts payable which are reported at their current carrying
values which we believe approximate their fair values.

Comprehensive Income (Loss)

We report comprehensive income (loss) in accordance with the provisions of FASB guidance related to
comprehensive income. In addition to net income (loss), comprehensive income (loss) includes other items such as foreign
currency translation adjustments, unrealized actuarial gains and losses related to our defined benefit pension plans and
unrealized gains and losses on certain marketable securities and investments. We report accumulated other comprehensive
income as a separate line item in the stockholders’ equity section of our Consolidated Balance Sheets and the components are
detailed in our Consolidated Statements of Stockholders’ Equity as comprehensive income (loss).

The following table summarizes the components of comprehensive income (loss) (in thousands):

Years Ended May 31,
2010 2009 2008

(as adjusted) (as adjusted)

Net iNCOME(1)..eiiiriinieiiiiesienieeeereeeeee e $13,024 $14,191 $9,322
Other comprehensive income (loss)

Unrealized gain (loss) on investments(2) ........... 5 (18) 25

Pension-unrealized actuarial gain (loss) (510) 2,934 —

Foreign currency translation adjustment ............ (25,674) (65,307) 61,573

Total other comprehensive income (loss)....... (26,179) (62,391) 61,598

Comprehensive income (10SS) .....ccevvreerrrvenerrnenne. $(13,155) $(48,200) $70,920




1) Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities.

(2) The unrealized gain (loss) on investments in the above table are net of taxes (tax benefit) of $3, $(11)
and $16 for fiscal 2010, 2009 and 2008, respectively.

Total accumulated other comprehensive income and its components for the periods presented were as follows (in
thousands):

May 31, 2010 May 31, 2009
Foreign currency translation adjustment ............c.cccoccovvernne $6,550 $32,224
Pension-unrealized actuarial gain............ccocvceeeneecrnnenennene. 2,424 2,934
Unrealized gain (10Ss) on investments..........coccececrncinnnnnnnes — (&)
Accumulated other comprehensive income..........c.eeceveeuccnse $8,974 $35,153

Per Share Data

We compute net income per share in accordance with the FASB guidance on earnings per share. Under this
guidance, basic net income per share is computed by dividing net income by the weighted average number of common shares
outstanding during the applicable period. Diluted net income per share is computed by dividing net income by the sum of the
weighted average number of common shares outstanding plus the weighted average of dilutive shares outstanding during the
period. In addition, in periods of net loss, all potentially dilutive common shares are excluded from our computation of
diluted weighted average shares outstanding, as their inclusion would have an anti-dilutive effect on net loss per share. We
use the treasury stock method to calculate the weighted average dilutive shares related to “in-the-money” stock options and
warrants, unvested restricted stock awards and shares issuable under our employee stock purchase plan. The dilutive effect of
our senior convertible notes is calculated based on the average market price of our common stock during the applicable
period and the senior convertible notes’ conversion price. The senior convertible notes are excluded from our computation of
diluted earnings per share when the per share conversion price is greater than the average market price of our common stock
during the applicable periods.

The following table sets forth the computation of basic and diluted net income (loss) per share (in thousands, except
per share amounts):

Years Ended May 31,
2010 2009 2008
(as adjusted) (as adjusted)

Basic net income per share computation:

Net INCOME(1)viviieiereieeeireieeer et $13,024 $14,191 $9,322
Weighted average common shares—basic ............. 161,442 164,011 177,283
Basic net income per share ..........ooooeveeveceincccnnencan. $0.08 $0.09 $0.05
Diluted net income per share computation:
Net incomMe(1)...c.ooveeeicrieieeeeeeieei et $13,024 $14,191 $9,322
Diluted weighted average shares calculation:
Weighted average common shares .................... 161,442 164,011 177,283
Net dilutive effect of:
StOCK OPIONS c.eeeieeiieiieee e 1,977 1,781 3,007
Restricted stock awards ..........ccoceevvrinccnne. 1,818 577 274
ESPP shares.....cccoccovvevenenecinccieiciiicccns 14 24 16
Weighted average common shares—diluted .......... 165,251 166,393 180,580
Diluted net income per share...........cocevinicincnnnnn. $0.08 $0.08 $0.05
n Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities.
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Potentially dilutive shares of common stock related to share-based payments and warrants are excluded from the
diluted net income per share computations when their exercise prices are greater than the average market price of our
common stock during the applicable periods as their inclusion would be anti-dilutive.

The following table sets forth potentially dilutive weighted average shares which were excluded from our
computation of diluted net income per share because their inclusion would have been anti-dilutive (in thousands):

Years Ended May 31,

2010 2009 2008
SEOCK OPLIONS ..vvieeeiieitiieeresieee ettt e er ettt tesaesesresbeneenns 6,572 10,926 4,917
WAITANES oo eviieeceeiireeeecciite e e e e eesatreeeeesararesessesbreessessreeeeesnnneeess — 7,114 19,975
Restricted stock awardS ............ccoooieeiieice e 1 12 254
ESPP Shares......ccoooiiiieeeeeeer ettt et e e — — —
Total potentially dilutive Shares ..........cccoevvieeievvieieiiieieen, 6,573 18,052 25,146

Recent Accounting Pronouncements

In June 2009, the FASB issued guidance which amends the consolidation guidance applicable to variable interest
entities (VIE’s). This guidance clarifies the determination of whether a company is required to consolidate a VIE, changes the
approach to determining a VIE’s primary beneficiary (the reporting entity that must consolidate the VIE), requires an
ongoing reassessment of whether a company is the primary beneficiary of a VIE and requires additional disclosures about a
company’s involvement in VIE’s. This guidance is effective for fiscal years beginning after November 15, 2009 (our fiscal
2011). We are currently evaluating how this may affect our accounting for VIE’s but we do not expect it to have a material
impact on our financial position, results of operations or cash flows.

In October 2009, the FASB issued guidance which amends the existing guidance for revenue recognition of non-
software elements of multiple element arrangements. Under the new guidance, when vendor-specific objective evidence or
third party evidence for deliverables in an arrangement cannot be determined, companies will be required to develop a best
estimate of the selling price to separate deliverables and allocate arrangement consideration based on the relative selling price
method. The residual method of allocating arrangement consideration will no longer be permitted. This guidance is effective
for fiscal years beginning on or after June 15, 2010 (our fiscal 2012), however early adoption is permitted. We are currently
evaluating how this may affect our accounting for multiple element arrangements but we do not expect it to have a material
impact on our financial position, results of operations or cash flows.

In January 2010, the FASB issued guidance that expands the interim and annual disclosure requirements of fair
value measurements, including the information about transfers into and out of Levels 1 and 2 of the three-tier fair value
hierarchy established under the FASB’s fair value measurement guidance. This guidance also requires separate disclosure for
purchases, sales, issuances and settlements relating to Level 3 measurements. Except for the detailed disclosures related to
the Level 3 reconciliation, which is effective for the fiscal years beginning after December 15, 2010 (our fiscal 2011), all the
other disclosures under this guidance became effective during the fourth quarter of fiscal 2010. The adoption of the
applicable portions of this guidance did not have a material impact on our financial position, results of operations or cash
flows during fiscal 2010 and we do not expect the adoption of the guidance related to Level 3 disclosures will have a material
impact on our future financial position, results of operations or cash flows.
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3. Restructuring

We recorded restructuring charges of $13.2 million and $20.0 million during fiscal 2010 and 2009, respectively.
During fiscal 2008 we recorded a net restructuring accrual reversal of $0.7 million. The fiscal 2008 reduction related to
adjustments to the original estimates established in fiscal 2007. The following table sets forth the reserve activity related to
our restructuring plans for the fiscal years indicated and the remaining reserve balances for severance and related benefits and
exited leased facilities, which are included in accrued compensation and benefits and other current liabilities, respectively, in
our Consolidated Balance Sheets as of May 31, 2010 and 2009 (in thousands):

Restructuring Actions

Fiscal Fiscal Fiscal Fiscal
Total 2010 2009 2007 2006
Balance, May 31, 2007 .....ccoouirieiiierciiccciccecne e $24,294 $— $— $10474 $13,820
Cash PAYMENTS ...uvvuvieieieiieieieies ettt et (8,805) — — (5,443) (3.362)
Adjustments t0 ProViSION ..c.eeveveevieeriesiisieeeeiiecicece e (731) — — (237) (494)
Adjustments to provision—goodWwill ..........ccooeceriiiniiiiicancns (4,431) — — — (4,431)
Currency translation effect.........coovcenerniiiinnniiiins 1,271 — — (99) 1,370
Balance, May 31, 2008 ......ccooriiiicieiinee et 11,598 — — 4,695 6,903
Provision for reStruCturing ........coccevemiveevnniniecreniiniiinenrennenns 20,372 — 20,372 — —
Cash PAYMENES ....cceeiviiiniiiiniiiiicic s (13,517) — (8,691) (3,599) (1,227)
Adjustments t0 ProVISION ....cceeriecuriirecierccieernnirreeenenne e (418) — (162) (204) (52)
Adjustments to provision—goodWwill .........ccccccenivnviiinninnns (1,612) — — —  (1,612)
Currency translation effect.........cocceevirrriiininiccccnnennn (642) — 478 (110) (1,010)
Balance, May 31, 2009 ......c..eociviienieninineieencccceieeneccee s 15,781 — 11,997 782 3,002
Provision for reStructuring .........veeevveeevernerenseeeenirennneesnree e 11,659 11,659 — — —
CaSh PAYMENTS .....ooierieieicieeete ettt (13,282) (2,929) (8,907) (633) (813)
Adjustments to PrOVISION ....c..ecvereevirieenieniieereriiiieeenee e 1,495 (241) 443 167) 1,460
Adjustments to provision—goodwill........ccccoceevvvininiiniinnn. (606) — -— — (606)
Currency translation effect..........coocoecciiiniinnnicincies (273) (352) 189 18 (128)
Balance, May 31, 2010 ......cooiiiiiiiecee s $14,774 $8,137 $3,722 $— $2,915

Fiscal 2010 Restructurings

Fiscal 2010 Q2. On September 30, 2009, we approved a plan to further restructure our workforce. Under this plan,
we reduced our workforce by approximately 65 employees. The majority of the reductions occurred within our consulting
practice in our EMEA region. These actions were undertaken as a further refinement of our new vertical organization,
including a resizing of our services business to leverage our partner channel, and in light of current demand for our
consulting and implementation services in EMEA. The majority of the actions related to this plan were completed by the end
of the second quarter of fiscal 2010. The restructuring action resulted in pre-tax charges of $4.6 million for severance pay and
related benefits which we recorded in the second quarter of fiscal 2010. Substantially all of this amount will result in future
cash expenditures. We expect that the majority of the remaining severance and related benefits will be paid by the third
quarter of fiscal 2011,

Fiscal 2010 Q4. On May 27, 2010, we approved and began implementing a plan to restructure our workforce
including the elimination of approximately 160 employees. The workforce reduction relates primarily to our M3 operations
in Europe, the United States and Manila within our M3 Strategic Industries and General Industries business segments.
Departures of affected personnel are expected to be substantially completed by the end of the first quarter of fiscal 2011. In
connection with these actions we recorded pre-tax charges of $7.1 million in the fourth quarter of fiscal 2010 for severance
pay and related benefits; substantially all of which will result in future cash expenditures. The majority of the severance and
related benefits will be paid by the end of fiscal 2011.

In relation to the fiscal 2010 restructuring actions, we made cash payments of approximately $2.9 million for
severance pay and related benefits during the year. In addition, we recorded a $0.2 million net reduction in the second quarter
of fiscal 2010 accrual primarily as a result of a reduction in the number of affected employees.
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Fiscal 2009 Restructurings

Fiscal 2009 Q2. On November 18, 2008, we announced the implementation of cost reduction measures in light of
the uncertainty in global economic conditions and in light of other operating margin improvement initiatives. These cost
reduction initiatives included a restructuring plan resulting in the reduction of approximately 285 employees and exiting
certain leased facilities. In relation to these actions we recorded a pre-tax charge of approximately $7.9 million in the second
quarter of fiscal 2009 and an additional $3.4 million in the third quarter of fiscal 2009. Actions related to severance were
substantially completed by February 28, 2009, with related cash payments expected to continue through August 2010.
Payments related to the exited facilities are expected to continue through November 2011.

Fiscal 2009 Q4. On May 18, 2009, we initiated a plan to restructure our workforce in preparation for the fiscal 2010
vertical realignment of our organization. The restructuring involved the reduction of our workforce by approximately 150
employees and the consolidation of space in certain of our leased facilities. Actions related to this plan were completed by the
end of our third quarter of fiscal 2010. The plan resulted in pre-tax charges of approximately $5.3 miilion for severance and
related benefits and the consolidation of leased facilities resulted in pre-tax charges of approximately $3.8 million which we
recorded in the fourth quarter of fiscal 2009. We expect the majority of the severance and related benefits to continue through
September 2010 while the leased facilities costs will be paid through December 2011.

In relation to the fiscal 2009 restructuring actions, we made cash payments of $5.8 million relating to severance and
related benefits and $3.1 million related to the exited facilities during fiscal 2010. In addition, we recorded net adjustments to
the accruals of approximately $0.4 million including additional expenses accrued related to exited leased facilities net of a
change to accrued severance and related benefits due to a reduction in the number of affected employees. As of May 31,
2010, we had an accrual of $3.7 million: $0.7 million for severance and related benefits and $3.0 million for the estimated
fair value of our liability for the exited facilities. As of May 31, 2009, the accrual totaled $12.0 million: $6.5 million for
severance and related benefits and $5.5 million for the exited facilities.

Fiscal 2007 Restructuring

On February 28, 2007, we restructured our workforce by approximately 250 employees to rebalance our resources
between various locations primarily in the U.S., Europe and our global support center in the Philippines. This reduction
resulted in a pre-tax charge of $11.9 million which we recorded in the third quarter of fiscal 2007. As of May 31, 2009 we
had an accrual of $0.8 million for severance and related benefits. In fiscal 2010 we paid severance and related benefits of
$0.6 million and we recorded $0.2 million in adjustments to eliminate the remaining accrual.

Fiscal 2006 Restructuring

On April 26, 2006, in conjunction with our business combination with Intentia International AB (Intentia), we
approved a plan designed to eliminate employee redundancies in both Intentia and Legacy Lawson. These actions included
the reduction of approximately 185 employees and the exit of or reduction in leased space. As of May 31, 2009, we had an
accrual of $3.0 million for the exit or reduction of leased facilities. In fiscal 2010 we made cash payments of $0.8 million
related to exited facilities. During the second and fourth quarters of fiscal 2010, we made adjustments to reduce lease exit
costs of approximately $0.6 million for changes in estimates relating to the original lease restructuring plan. These
adjustments resulted in a reduction of acquired goodwill. In addition, we recorded a $1.5 million increase in our lease accrual
in the third quarter of fiscal 2010 as a result of an early exit by a subtenant. The remaining accrual as of May 31, 2010 was
$2.9 million for the exit of or reduction in leased space. Actions relating to severance were completed in the third quarter of
fiscal 2008. We expect cash payments related to exited facilities or reduced space to continue through June 2012.

As a result of our restructuring plans and the realignment of our workforce, we have experienced cost savings from
the lower facility expenses and reduced headcount and expect these savings to continue.

4. Business Combinations

Healthvision

On January 11, 2010, we completed our acquisition of Healthvision through the acquisition of all the outstanding
stock of privately held Quovadx Holdings, Inc., Healthvision’s parent holding company. Healthvision is a Dallas-based
company providing integration and application technology and related services to hospitals and large healthcare
organizations. We believe the acquisition of Healthvision is a strategic fit for our S3 Strategic Industries segment. The results
of operations of Healthvision have been included in our Consolidated Statements of Operations from the date of acquisition.
Healthvision contributed revenues of $15.3 million in fiscal 2010 related to their operations from January 11, 2010 through
May 31, 2010.
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The cash purchase consideration totaled approximately $160.0 million in cash, net of approximately $10.4 million of
acquired cash. We funded the purchase price from our available cash. We used the acquisition method to account for the
acquisition in accordance with the FASB guidance on accounting for business combinations. Under the acquisition method,
the purchase price was allocated to, and we recognized the fair values of, Healthvision’s tangible and intangible assets
acquired and liabilities assumed. The excess of the purchase price over the fair value of the net tangible and identifiable
intangible assets acquired has been recorded as goodwill. See Note 2, Summary of Significant Accounting Policies - -Goodwill
and Other Intangible Assets. We believe the goodwill arises from the benefits we expect to achieve from the additional
revenue potential provided by our expanded product offerings and increased access to customers in our healthcare vertical
within our S3 Strategic Industries segment.

Transaction and merger related integration costs of $0.5 million and $1.1 million, respectively, associated with
Healthvision have been expensed as incurred and are reflected in our results of operations for fiscal 2010 in general and
administrative expenses. These integration costs include approximately $0.4 million of severance and related benefits
resulting from the elimination of certain positions that became redundant in the integration of Healthvision’s operations. A
majority of the affected employees will be working through the transition of their responsibilities and will be terminated
during the next nine months.

We are responsible for determining the fair values of the acquired assets and liabilities. These fair values of the
acquired assets and liabilities were based on our estimates as of the acquisition date of January 11, 2010 and were based on a
number of factors, including valuations. Identified intangible assets acquired included existing technology, existing customer
relationships and trade names. We used variations of the income approach method to value the intangible assets. Under these
methods, fair value is estimated based upon the present value of cash flows that the applicable asset is expected to generate.
The valuation of the existing technology and trade names were based on the relief-from-royalty method, and existing
customer relationships were valued using the excess earnings method. The royalty rates used in the relief from royalty
method were based on both a return-on-asset method and market comparable rates.

The following table summarizes our allocation of the Healthvision purchase consideration (in thousands):

ACCOUNLS TECEIVADIE, NEL....ooviiiiiiieeieee et e e ettt e sae e aeaees $19,270
Identified intangible assets:
Existing technology ........c...c.cc..... 45,500
Existing customer relationships.... 46,000
Trade names ........cccceeevvecienennas 4,000
GoodWill....coovieiice e 78,211
Deferred revenue .........cccceeeeiieennnns (9,924)
Deferred tax liabilities, Net .........cocoovevererireeriivcieiciceeicnn (20.,888)
All other net tangible assets (liabilities), net of cash acquired ...........ccccocevennnnn (2,169)
Total fair value of purchase consideration..........ccccccevcivvinniiiniinniininn $160,000

We expect that $6.1 million of the goodwill we acquired will be deductible for income tax purposes.

The following unaudited pro forma financial information is based on historical financial information of Lawson and
Healthvision giving effect to the acquisition as if it had occurred at the beginning of the fiscal year for each period presented
and applying certain assumptions and pro forma adjustments. These pro forma adjustments primarily relate to the
amortization of acquired intangibles, recognition of deferred revenues, interest income, interest expense and the estimated
impact on our income tax provision. We believe that the assumptions used and the adjustments made are reasonable given the
information available to us as of the date of this Annual Report on Form 10-K. This pro forma financial information is
presented for illustrative purposes only and is not necessarily indicative of the operating results that would have been
achieved had the acquisition occurred at such earlier times or of the results that may be achieved in the future. In addition,
these pro forma financial statements do not reflect the realization of any cost savings that we may achieve from operating
efficiencies, synergies or other restructuring activities that may result from the acquisition.
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The following table summarizes the unaudited pro forma financial information of the combined Lawson and
Healthvision as if the acquisition closed at the beginning of the fiscal year for each period presented (in thousands, except per
share data):

Years Ended May 31,
(unaudited) 2010 2009 2008
TOtA]l TEVENUES ..ot st eeeee st eesveeseeseseneeens $774,701 $814,814 $883,080
Net income $16,609  $18,793  $11,851
Net income per share—basic.................... $0.10 $0.11 $0.07

Net income per share—diluted $0.10 $0.11 $0.07

VasTech

On March 3, 2008, we acquired all the outstanding stock of Visual Advance Systems Technology (VasTech), a
provider of workforce management software and services based in Annapolis, Maryland for $13.1 million. With this
acquisition, we are now offering our customers, primarily in the healthcare and hospitality industries, an advanced workforce
management staffing and scheduling solution to complement our Lawson Human Capital Management offerings. The total
cost of the acquisition included direct transaction costs of approximately $0.1 million. The purchase price in excess of the
$1.7 million fair value of net tangible assets acquired was allocated $7.7 million to amortizable intangible assets and
$4.3 million to goodwill. In addition, we recorded deferred revenue of $0.6 million as of the effective date of this transaction.
The amortizable intangible assets included existing technology of $3.3 million, to be amortized over a five year period and
customer relationships of $4.4 million, to be amortized over an eight year period. The goodwill we recorded is expected to be
deductible for tax purposes. The results of operations of VasTech are included in our Consolidated Statements of Operations
from the date of the acquisition.

PLM

On March 17, 2008, we acquired the Product Lifecycle Management (PLM) software division of San
Francisco-based Freeborders® for $4.1 million. The addition of PLM capabilities to our portfolio of enterprise software
offerings will help our customers in the fashion industry establish processes that we believe will enable them to cut the lead
time from product concept to production to actual delivery to the retail store shelf. The total cost of the acquisition included
approximately $0.1 million in transaction costs. The excess of the purchase price over the fair value of net tangible assets
acquired was allocated $1.9 million to amortizable intangible assets, $2.8 million to goodwill and $0.6 million to deferred
revenue. The amortizable intangible assets included existing technology of $1.1 million, to be amortized over a four year
period and customer relationships of $0.8 million, to be amortized over a six year period. The goodwill related to this
acquisition is expected to be deductible for tax purposes. The results of operations of PLM are included in our Consolidated
Statements of Operations from the date of the acquisition.

5. Share-Based Compensation and Stock Incentive Plans
Share-Based Compensation

We account for share-based compensation in accordance with the FASB guidance on share based payments, under
which our share-based employee compensation cost is recognized using the fair value based method for all new awards
granted after our adoption date of June 1, 2006 and unvested awards that were outstanding at June 1, 2006. We elected the
modified-prospective method of adopting FASB guidance, under which prior periods were not retroactively restated.

The applicable FASB guidance requires us to estimate the fair value of our share-based payment awards on the date
of grant using an option-pricing model. We use the Black-Scholes option-pricing model which requires the input of
significant assumptions including an estimate of the average period of time employees will retain stock options before
exercising them, the estimated volatility of our common stock price over the expected term and the applicable risk-free
interest rate. Changes in these assumptions can materially affect the estimated fair value of our share-based compensation
and, consequently, the related expense recognized. The value of the portion of awards that are ultimately expected to vest is
recognized as expense over the requisite vesting periods in our Consolidated Statements of Operations.
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The following table presents the weighted average fair value of options granted to employees and the related
assumptions we used in the Black-Scholes option pricing model for the periods presented:

Years Ended May 31,

2010 2009 2008
Fair value of options granted (in thousands)...........ccccouvniviiiiniiiiii e, $6,428 $3,672  $5,452
Weighted average per share fair value of options granted ..o, $2.57 $1.43 $3.40
Assumptions used for estimating fair value of option grants:
EXpected teIM (YEAIS) .c.veuriirieiiiiiiiiiiitii ittt er ettt 4.3 4.2 4.2
RISK-TTEE INLETESE TAIE ..vviveeureiitieiieriere ettt ettt ettt a e sb bbb na et eneane e 2.5% 2.5% 3.5%
VOLALTTEY 11ttt ettt sttt ettt st s st s b et ea e e eaen s a st 46.7%  39.1%  38.2%
DiAVIAENA YIEIA «..ocvveieeieieietee ettt ettt e — — —
@)] Expected term: We calculate expected term based on historical observations and expectations of future employee
stock option behavior.
2) Risk-free interest rate: This rate is based on the U.S. Treasury zero-coupon yield curve on the grant date for a

maturity that correlates to the expected term of the options. For fiscal 2010 the range was 2.28% to 2.58%.

3) Volatility: We currently use historic volatility using a look-back period equal to the options’ expected terms.
4) Dividend yield: We have not historically paid dividends and do not expect to issue dividends for the foreseeable
future.

The amount of share-based compensation expense recognized in our Consolidated Statements of Operations for
fiscal 2010, 2009 and 2008 included compensation expense for share-based payment awards granted on or prior to June 1,
2006 but not yet vested as of that date. Prior to June 1, 2006, we accounted for these awards using the intrinsic value method
in accordance with the provisions of APB 25. Share-based employee compensation costs have been recognized using the fair
value based method for all new awards granted after June 1, 2006. Compensation costs for unvested stock options and non-
vested awards that were outstanding at June 1, 2006 were recognized over the requisite service periods based on the grant-
date fair value of those options and awards as previously calculated for pro forma disclosures using the Black-Scholes option-
pricing model.

In addition, FASB guidance for share based payments requires forfeitures to be estimated at the time of grant and
revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. As a result, share- based
compensation expense recognized in our Consolidated Statements of Operations for fiscal 2010, 2009 and 2008 was based on
awards ultimately expected to vest. Our estimated forfeiture rate was calculated based on actual historical forfeitures
experienced under our stock incentive plans. Changes to the forfeiture rate are accounted for in the period of such change. In
the third quarter of fiscal 2008, we performed our periodic review of our estimated forfeiture rate and based on turnover
during the previous twelve months, we adjusted our forfeiture rate from 6.1% to 17.4%. This change in estimated forfeiture
rate resulted in a $0.7 million decrease in share-based compensation expense for fiscal 2008. In the third quarter of fiscal
2010 and 2009 we adjusted our forfeiture rate to 16.3% and 17.0%, respectively, which had a nominal effect on our
share-based compensation expense in both years.

The following table presents share-based compensation expense recognized in our Consolidated Statements of
Operations, by category, for the periods indicated (in thousands):

Years Ended May 31,

2010 2009 2008
COSE OF TEVENUES ..t eve et eenreense e sae e nnee $4,644 $1,032 $740
Research and development 1,032 634 452
Sales and marketing.......c.ccceveveveenivenecene. 6,759 1,617 1,105
General and administrative 4,593 5,236 4,446
Stock-based compensation expense, before income tax..... 17,028 8,519 6,743
Income tax benefit.........cccovinniininininii s (6,571)  (3,279)  (2,596)
Stock-based compensation expense, net of taX................... $10,457 $5,240 $4,147

80



As of May 31, 2010, we had the following unrecognized share-based compensation which we expect to recognize
over the weighted average periods indicated (in thousands):

Outstanding Restricted
Stock Stock
Options Awards
Unrecognized compensation €Xpense...........ucccerrveerierreerreeeenes $8,580 $17,354
Recognition PEriod .......cccvvveveeiiciericirie e eeeeese e 1.32 years  1.65 years

Stock Incentive Plans

Our 1996 Stock Incentive Plan (1996 Plan) provides for the granting of non-qualified stock options, restricted stock
units, performance awards and other share-based awards. There are 27.7 million shares of our common stock reserved for
issuance under the plan. As of May 31, 2010, there were 4.7 million awards outstanding under the 1996 Plan and
approximately 1.1 million shares were available for future grant. Our 2001 Stock Incentive Plan (2001 Plan) provides for the
granting of incentive stock options, non-qualified stock options, restricted stock or restricted stock units. There are
35.0 million shares of our common stock reserved for issuance under the 2001 Plan. As of May 31, 2010, there were
7.7 million awards outstanding under the 2001 Plan and 15.1 million shares were available for future grant.

Stock Options

The stock options we grant to our employees generally vest over a four-year to six-year period, are subject to
acceleration under certain circumstances and expire seven to ten years from the date of grant. Option awards are granted with
exercise prices equal to the fair market value of our common stock at the date of grant. Newly issued shares are used in
settlement of stock option exercises.

The following table summarizes stock option activity for fiscal 2010, 2009 and 2008 (in thousands) and weighted
average exercise prices and remaining contractual life (in years):

Weighted Weighted

Average Average
Options Exercise Remaining
Qutstanding Price Life

Outstanding, May 31, 2007 ......cccooeiiveevineernenennan 12,463 $5.57

Expired/forfeited/cancelled ............cccoooennenennnn. (316) 7.72

Granted at fair market value.................cco.covvvunnnne. 1,605 9.56

EXercised ......cocvooiiiiiiiiicc e, (1,672) 4.10
Outstanding, May 31, 2008 ..........cccceveiieicneneenieann 12,080 6.25

Expired/forfeited/cancelled .............ccccocooveinnnnnnne (834) 7.35

Granted at fair market value...........coooeevvvvveiiinenene 2,563 4.50

EXErciSed .....coeiuiieirieiinieecieirtst et (826) 3.07
Outstanding, May 31, 2009 ........ccovvreecrineneecirenee 12,983 6.03

Expired/forfeited/cancelled ........cccocevvveciviiernnnnnns (1,256) 6.27

Granted at fair market value ...........ocovevvvveenneennns 2,499 6.34

EXEICiSed ..eeviiieiicieceecccecc e e (1,780) 4.83
Outstanding, May 31, 2010 ....ccccccvvimienreevnccnniennnrenn 12,446 $6.24 4.65
Exercisable, May 31, 2010 .....ccccocovivenrenrineceeienes 8,373 $6.27 4.15

The aggregate intrinsic value of options exercised during fiscal 2010, 2009 and 2008 (the amount by which the
market price of our common stock on the date of exercise exceeded the exercise price of the option) was $3.8 million,
$2.7 million and $9.3 million; respectively. Cash received from the exercise of stock options in fiscal 2010 was $3.6 million.
The total tax benefit realized for the tax deductions from options exercised in fiscal 2010 was $0.2 million. Options exercised
in fiscal 2010 include 650,000 options exercised in a net share exercise resulting in 10,196 net additional shares outstanding.

Stock options exercisable at May 31, 2010, 2009 and 2008 were 8.4 million, 8.4 million and 7.5 million;

respectively. The total fair value of options vested during fiscal 2010, 2009 and 2008 was $5.8 million, $5.7 million and
$5.6 million; respectively.
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A summary of stock options as of May 31, 2010 is as follows (in thousands except per share data):

Options Outstanding Options Exercisable

Weighted- Weighted-

Average Weighted- Average Weighted-

Remaining Average  Aggregate Remaining Average  Aggregate

Number Contractual Exercise Intrinsic Number Contractual Exercise Intrinsic

Range of Exercise Prices of Options Life (Yrs) Price Value(1l) of Options Life (Yrs) Price Value(1)
$2.25-$232. i, 158 0.67 $2.32 $936 158 0.67 $2.32 $936
$2.97 o 390 1.25 $2.97 2,056 390 1.25 $2.97 2,056
$391-87.19 i 8,800 5.36 $5.69 22,441 5,362 4.92 $5.71 13,566
$7.20-$13.00 e, 3,093 4.59 $8.41 —_ 2,459 4.56 $8.26 —
$14.00 ... 5 1.64 $14.00 — 4 1.64 $14.00 —
$2.25-$14.00....ccccccvvininen. 12,446 4.90 $6.24 $25433 8,373 4.56 $6.27 $16,558
(hH The aggregate intrinsic value was calculated based on the amount by which the market value of our common stock

on May 31, 2010 of $8.25 exceeded the weighted-average exercise prices for all in-the-money options outstanding
and options exercisable.

Restricted Stock and Restricted Stock Unit (RSU) Awards

The following table summarizes restricted stock award activity during the fiscal 2010, 2009 and 2008 (in thousands,
except per share data):

Weighted

Restricted Average

Stock Grant Date

Awards Fair Value
Nonvested, May 31, 2007......ccooiiiiierneeeeeree e 775 $7.57
GIANEEA ..ottt sttt e s anesaneeaean 728 $9.38
VESEEA ..ottt ettt b s r e et ete s et s e e reeananenenas (50) $5.25
CaANCEIIE ... (100) $7.96
Nonvested, May 31, 2008........oooirroeeeieececeere e 1,353 $8.59
GIANTEA ..ottt e ettt e e e e et e e e e e ennene s e anes 1,721 $4.42
VESEEA ..ottt r e (33) $10.46
CaNCEIIEA ... e (364) $7.81
Nonvested, May 31, 2009......c.cocvviiiiiiiiirinenccer e 2,677 $6.00
GIANEEA ...t tb et et e eae e e e ereeanas 2,713 $6.47
VESLEA ..ttt ettt et (463) $7.83
CaANCEIIEd ....eeeeeieeeeee ettt et e s raae e (368) $6.09
Nonvested, May 31, 2010 .....ccoviriinieiiiir e 4,559 $6.20

On June 2, 2005, we granted a restricted stock award of 100,000 shares of common stock to our then newly
appointed President and CEO. These shares had a $0.5 million market value at the date of grant, vested in two 50,000 share
increments on June 1, 2006 and 2007, and were subject to acceleration upon certain events. The grant date market value of
the restricted stock award was recorded in additional paid in capital, a component of stockholders’ equity, and was amortized
to operating expenses over the respective vesting periods.

During fiscal 2008 we granted restricted stock and RSU awards to various executives of 430,200 shares and 298,125
shares, respectively. These awards had a combined $6.8 million market value at the date of grant, cliff vest three years from
the date of grant and are subject to acceleration upon certain events. The grant date market value of the restricted stock and
RSU awards is being amortized to operating expenses over the respective vesting periods.

In fiscal 2009 we granted 96,100 shares of restricted stock, 1,042,700 shares of service-based RSU awards and
582,500 shares of performance-based RSU awards to various executives.

The restricted stock grants and service-based RSU awards generally cliff vest three years from the date of grant and
are subject to acceleration upon certain events. These restricted stock awards and the service-based RSU grants had a total
estimated market value of approximately $0.5 million and $4.6 million; respectively at the date of grant that is being
amortized to operating expenses over the applicable vesting periods.
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The fiscal 2009 performance-based RSU awards vest based on Lawson’s achievement of certain financial
performance targets (currently based on our non-GAAP operating margin percentage); the first 50% were to vest upon
achievement of the established performance target for fiscal 2009 and the second 50% vested upon achievement of the
performance target established for fiscal 2010. Vesting of these awards is also subject to acceleration upon certain events.
These awards are to be cancelled if the applicable performance targets are not met. We assess the likelihood or probability of
achieving the performance target for each vesting tranche on a quarterly basis. In general, applicable compensation expense is
recognized when we believe it is probable that the related performance targets will be met and no compensation expense is
recorded, and any previously recognized compensation expense reversed, when achievement of the performance target is not
deemed probable. For fiscal 2009, the performance target was not met. Accordingly, no compensation expense was recorded
in fiscal 2009 related to the first 50% tranche of the performance- based RSU awards not vesting related to fiscal 2009 and
they were cancelled in the first quarter of fiscal 2010. The second 50% tranche of the performance based RSU awards had a
grant date market value of approximately $3.0 million that was amortized to operating expenses over the fiscal 2010
performance period as the fiscal 2010 performance target was achieved.

In fiscal 2010 we granted 2,121,589 shares of service-based RSU awards and 591,460 shares of performance-based
RSU awards to various executives.

The service-based RSU awards generally cliff vest three years from the date of grant and are subject to acceleration
upon certain events. The service-based RSU grants had a total estimated market value of approximately $13.8 million at the
date of grant that is being amortized to operating expenses over the applicable vesting periods.

The fiscal 2010 performance-based RSU awards vest based on Lawson’s achievement of certain financial
performance targets (fiscal 2010 non-GAAP operating margin percentage). Vesting of these awards is also subject to
acceleration upon certain events. These performance based RSU awards had a grant date market value of approximately
$3.7 million that was amortized to operating expenses over the fiscal 2010 performance period as the fiscal 2010 performance
target was achieved.

For fiscal 2010, 2009 and 2008 amortization of the unearned compensation related to restricted stock and RSU
awards was $10.6 million, $2.4 million and $1.6 million; respectively.

During fiscal 2010 none of the criteria to trigger the acceleration of any of the vesting requirements related to the
restricted stock awards or RSU awards occurred.

Employee Stock Purchase Plan

In 2001, our stockholders approved our 2001 Employee Stock Purchase Plan (ESPP), which was effective as of our
initial public offering. Our ESPP is intended to be a qualified plan within the meaning of Section 423 of the Internal Revenue
Code of 1986, as amended. Our ESPP, as amended, allows eligible employees to purchase our common stock at a price equal
to 85% of the fair market value at the end of each quarter of the calendar year offering period. The ESPP originally
terminated when all of the shares reserved under the plan were purchased or five years from the effective date unless our
Board of Directors resolved to extend the ESPP for one or more additional periods of five years each. In June 2006, our
Board of Directors approved an amendment to extend the ESPP for five years, which was approved by our stockholders.
There are 20.8 million shares of our common stock reserved for issuance under the ESPP, of which approximately
16.2 million shares were available for issuance as of May 31, 2010. There have been 4.6 million shares issued under the
ESPP through May 31, 2010.

Under FASB guidance related to share based payments, the estimated fair value of common stock issued under our
ESPP is recognized as share-based compensation in our Consolidated Statements of Operations for fiscal 2010, 2009 and
2008. The fair value compensation costs of the shares issued under our ESPP is based on the 15% discount on our common
stock provided employees at the end of each calendar quarterly offering period. ESPP share-based compensation of
approximately $0.4 million was recorded in fiscal 2010 and approximately $0.5 million was recorded in both fiscal 2009 and
2008.

Tax Impacts of Share-based Compensation

In addition to the recognition of the fair value of our share-based awards as compensation expense in our
Consolidated Statements of Operations, FASB guidance requires the benefits of tax deductions in excess of the compensation
cost recognized for those options and stock awards to be classified as financing cash inflows rather than operating cash
inflows. For fiscal 2010, 2009 and 2008, we had excess tax benefits from stock transactions of $0.9 million, $0.6 million and
$2.1 million; respectively which have been classified as financing cash inflows. These amounts are shown as “Excess tax
benefit from stock transactions” in our Consolidated Statements of Cash Flows.
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6. Financial Statement Components
Supplemental Cash Flow Information
Supplemental disclosures of our non-cash investing and financing transactions (in thousands):

Years Ended May 31,
2010 2009 2008
Stock options exercised using common StOCK ........ceevreveeerennierininaeee $71 $307 $347
Assets acquired under capital 1€aSes. .......ccccvevrvrierreirienicenerceenenenns $803 $3,039 $425

Acquisition Related Costs

In fiscal 2010 we incurred acquisition costs of $1.6 million related to our January 2010 acquisition of Healthvision.
During fiscal 2008, we incurred approximately $0.3 million in acquisition costs related to our VasTech and PLM
acquisitions. In the accompanying Consolidated Statements of Cash Flows these costs are reflected within cash flows from
operating activities within our net income in fiscal 2010 and within cash flows from investing activities as cash paid in
conjunction with acquisitions in fiscal 2008. We incurred no acquisition costs in fiscal 2009.

Restricted Cash

We had $10.7 million held as restricted cash as of May 31, 2010, of which approximately $0.7 million and
$10.0 million have been classified as current and non-current, respectively, on our Consolidated Balance Sheets. The non-
current portion relates primarily to the $9.1 million held on our account at Lehman Brothers. See Note 9, Common Stock. The
remainder of the restricted cash balances relate to various collateral arrangements related to our property leases worldwide.

We had $11.0 million held as restricted cash as of May 31, 2009; current and non-current balances were $9.2 million
and $1.8 million, respectively on our Consolidated Balance Sheets. The current portion related primarily to the $9.1 million
held on our account at Lehman Brothers. During fiscal 2010, when we obtained further information about the likely timing of
the settlement of our claims against Lehman Brothers’ estate, we reclassified this restricted cash to a long-term asset.

Accounts Receivable, Net

The components of our trade accounts receivable were as follows (in thousands):

May 31, 2010 May 31, 2009
Trade accounts receivable ......covvvivviiiiiiiiiiieeeeeeeeeeeeeees $107,204 $141,436
Unbilled accounts receivable..........oovvieeeiiiirieeiiiieieerneeeeane 14,259 14,752
Less: allowance for doubtful accounts .........c.ccecevvneeivvcnann. (3,487) (3,522)
Trade accounts receivable, Net..........ccooviiiivvvveveeeiiieeenns $117,976 $152,666

Unbilled accounts receivable as of the balance sheet dates represents revenue recognized on contracts for which
billings have not yet been presented to our customers. These amounts have been earned but not billed due to the terms
specified in applicable customer contracts.

Rollforward of Allowance for Doubtful Accounts

The following is a rollforward of our allowance for doubtful accounts (in thousands):

Balance, May 31, 2007 ......c.ccceevrierieireinesineceerieeeecnens $9.907
Acquired in business combination 286
PrOVISION ettt ettt e e e e e e e et e ettt e e e e e e rete s enaaaaaeeaaasenaannrnnnens 1,110
WV TIEE-0TTS oottt ettt et et e e bt a b e e b e e eb e e aseeesseeesne e eaebeeenenenas (6,362)
Recoveries ..niiniiinneeenenn 11
Translation adjustment ........... 673

Balance, May 31, 2008............... 5,625
Provision.........ccccccvveeeiecvieennen. 1,489
Write-offs (3,283)
Recoveries 14
Translation adjuStMENt ........ccoirieieneiiicie e (323)

Balance, May 31, 2009 ...t s 3,522
PrOVISION. .. .vviiiiicciiteeteeiir et ee et e e et tee s e esnrr e e e svebaessattee s sses e eeemnneeeessnbrunaessstne 1,312
Write-offs (1,392)
Recoveries 121
Translation adjustment ........... (76)

Balance, May 31, 2010................ $3,487



Property and Equipment, Net

Our property and equipment consisted of the following for the periods presented (in thousands):

May 31, 2010 May 31, 2009 Useful Lives

Buildings .....cocoveeiemiiieiiieiceinnnecccnneenns $519 $589 50 years
AUtomObiles ..c.vvveeviieenierceici e 2,761 4,385 3-5 years
EQUIPMENt ...coviviicirircieicee e 91,281 70,577 1-5 years
Office furniture.......oc.eeveevveveesvrieieeeeceie e 16,520 21,740 5-7 years
Leasehold improvements..........occecvvevvevenernncnnn 22,201 21,644 3-16 years
Equipment under capital leases............cccccoenin. 3,077 6,884 3-7 years

Total property and equipment ...................... 136,359 125,819
Less accumulated depreciation and

AMOTHZAtION ...t (81,688) (70,178)

Property and equipment, net..............ce........ $54,671 $55,641

During fiscal 2010, we capitalized approximately $5.5 million of costs related to our implementation efforts of
internal use software in accordance with the FASB guidance related to intangibles-goodwill and other. These costs are
included in equipment in the above table and are being amortized over the software’s estimated useful life of five years. We
capitalized $12.3 million of similar costs in fiscal 2009. See Note 2, Summary of Significant Accounting Policies—Property
and Equipment.

Depreciation expense for equipment under capital leases was $1.7 million, $1.2 million and $1.2 million for fiscal
2010, 2009 and 2008; respectively. Accumulated depreciation for equipment under capital leases was $2.3 million and
$3.3 million as of May 31, 2010 and 2009; respectively.

Deferred Revenue

The components of deferred revenue were as follows (in thousands):

May 31, 2010 May 31, 2009
License feeS ..oomiiiiiieeecee e $39,221 $55,667
MAINEENANCE ..o eeeeeeee e eerree e e e aseee s eeenaas 275,237 224,115
CONSUIING ..ottt et 13,702 12,741
Total deferred reVENUE. ..........ccvvveeeveeeieeeeeeeieeee e, 328,160 292,523
Less current POrtion......c..cocveveeveeereeererreeienieniesieseeseereniesnens (319,797) (279,041)
Deferred revenue—non-Current........oocveeeveereeveeriereennenennes $8.363 $13,482

In general, changes in the balance of our deferred revenue are cyclical and primarily driven by the timing of our
maintenance services renewal cycles. Our renewal dates occur in the third and fourth quarters of our fiscal year with revenues
being recognized ratably over the applicable service periods. The increase in the May 31, 2010 balance as compared to
May 31, 2009 was primarily due to the timing of billings and related collections associated with our maintenance contracts
and the inclusion of deferred revenue balances related to our acquisition of Healthvision. These increases were somewhat
offset by a decrease in deferred license revenues as we recognized certain deferred license fees revenues in the first half of
fiscal 2010 primarily relating to contracts entered into in the fourth quarter of fiscal 2009 under our targeted sales campaign
offered to our existing S3 customer base.

7. Long-Term Debt and Credit Facilities

Long-term debt consisted of the following (in thousands):

May 31, 2010 May 31, 2009

(as adjusted)
Senior convertible notes, interest at 2.5% .......cccceevvveeineennnns $240,000 $240,000
Debt disCOUNt(1) ...oevveeiiciiiiiicie et eie e eens (17,535) (26,022)
Car loans, interest at average rate of 1.5% ......cccoovvvecrrvennene 2,761 4,384
Capital lease obligations, interest at 3.0%.......ccoovveeverccenenns 1,563 3,562
Total long-term debt ........ooceveveviiiiininiiiie e 226,789 221,924
Less current MatUrItes ......ooeveveveeriereieeiennienerieesseeeserieeens (2,646) (4,591)
Total long-term debt—non-current ............cceecvveeveivvveriennns $224,143 $217,333




8] Adjusted to reflect adoption of the FASB guidance on accounting for convertible debt securities.

The aggregate maturities of long-term debt for each of the five years subsequent to fiscal 2010 are as follows (in
thousands):

Interest paid was $6.7 million, $6.6 million and $6.8 million in fiscal 2010, 2009 and 2008; respectively.

In April, 2007 we issued $240.0 million in aggregate principal amount of 2.50% senior convertible notes (the notes)
with net proceeds, after expenses, of approximately $233.5 million. The notes mature on April 15, 2012. The notes bear
interest at a rate of 2.50% per annum, which is payable semi-annually in arrears, on April 15 and October 15 of each year,
beginning October 15, 2007. See Note 2, Summary of Significant Accounting Policies —Recent Accounting Pronouncements,
for additional information regarding our accounting for the notes. The notes do not contain any restrictive financial
covenants. The notes are convertible, at the holders’ option, into cash and, if applicable, shares of our common stock based
on an initial conversion rate of 83.2293 shares of common stock per $1,000 principal amount of notes, which is equivalent to
an initial conversion price of approximately $12.02 (which reflects a 35% conversion premium based on the closing sale
price of $8.90 per share of our common stock as reported by NASDAQ on April 17, 2007). At the issuance of the notes, we
simultaneously entered into separate agreements to purchase call options and sell warrants. As discussed below, we exercised
our right to terminate the call options and the warrants on October 10, 2008 which are referred to below as “note hedge
transaction and a warrant transaction.” The conversion rate may be adjusted from time-to-time in certain instances. The notes
are convertible only under the following certain circumstances:

«  conversion based on the price of our common stock;

< at any time on or after January 15, 2012;

«  conversion upon specified distributions to holders of our common stock or specified corporate transactions; and
+  conversion upon satisfaction of a trading price condition.

The notes are our senior unsecured obligations and are not guaranteed by any of our subsidiaries. The notes rank
equally in right of payment with our existing and any future senior debt and senior in right of payment to any future
subordinated debt. The notes are effectively junior to our existing and any future secured debt to the extent of the value of the
related collateral. The notes are also effectively subordinated to all existing and future debt and other liabilities (including
trade payables) of our subsidiaries. If a fundamental change (as defined in the governing indenture dated April 23, 2007)
occurs at any time prior to the maturity date, then each holder of the notes shall have the right, at such holder’s option, to
require us to repurchase all of such holder’s notes for cash, or any portion of the principal amount thereof that is equal to
$1,000 or an integral multiple thereof, on the date specified by us at a repurchase price equal to 100% of the principal amount
thereof, plus accrued and unpaid interest thereon to, but excluding, the repurchase date.

We had certain business relationships with Lehman Brothers OTC Derivatives Inc. (Lehman OTC), including a
convertible note hedge transaction and a warrant transaction both entered into as part of the issuance of our senior convertible
notes and an accelerated share repurchase transaction (See Note 9, Common Stock). On September 15, 2008, Lehman
Brothers Holdings Inc. (Lehman Holdings) filed for protection under Chapter 11 of the United States Bankruptcy Code in the
United States Bankruptcy Court in the Southern District of New York. Subsidiaries of Lehman Holdings, including Lehman
Brothers Inc. (Lehman Brothers) and Lehman OTC, were not included in the filing. On September 19, 2008, Lehman
Brothers was placed in liquidation under the Securities Investor Protection Act. In addition, on October 3, 2008, L.ehman
OTC also filed for Chapter 11 bankruptcy.

86



Lehman Brothers was one of the original purchasers of our senior convertible notes. None of the net proceeds from
the offering are on deposit with Lehman Brothers or any of its affiliates. In conjunction with the issuance of the notes, we
also entered into a convertible note hedge transaction with Lehman OTC, an affiliate of Lehman Brothers. In a separate
agreement, we entered into a warrant transaction with Lehman OTC. Together, these transactions were designed to reduce the
potential dilution resulting from the potential conversion of our senior convertible notes into shares of common stock and
effectively increased the conversion price of the notes to $15.58 per share from the initial conversion price of the notes of
$12.02 per share. We paid $57.7 million ($35.7 million net of tax benefit) to acquire the call options and received
$34.2 million as a result of the sale of the warrants. The purchase of the call options was recorded as a reduction to
stockholders’ equity and the sale of the warrants was recorded as an increase to stockholders’ equity in accordance with
applicable FASB guidance.

The bankruptcy filing by Lehman OTC was an event of default under the hedge transaction and warrant agreements.
As a result of that default, we exercised our rights to terminate both the hedge transaction and the warrant transaction on
October 10, 2008. As a result of our termination of the hedge transaction, terms of the original transaction provided us the
right to seek recovery from Lehman OTC equal to the termination-date fair value of the common stock option instrument we
issued in connection with the hedge transaction. At the time of termination, the instrument ceased being a hedge instrument
and was effectively replaced by our claim against Lehman OTC. Accordingly, for financial reporting purposes, we recorded
the estimated fair value of the related hedge transaction asset and the warrant liability during the second quarter of fiscal
2009, resulting in a decrease in our stockholders’ equity equal to the net amount of the recorded asset and liability. As part of
the convertible note hedge transaction, Lehman OTC agreed to have L.ehman Holdings guarantee certain obligations of
Lehman OTC. Based on the developments in the bankruptcy proceeding, we do not anticipate receiving a recovery from
Lehman Holdings for the guaranty agreed to by Lehman OTC.

On June 4, 2009, counsel for Lehman Holdings and Lehman OTC demanded payment from us of the termination-
date fair value of the warrant, asserted that in the contracts we have waived the right to setoff against the amounts owed to us
under the hedge transaction and claimed we violated the bankruptcy stay in asserting offset rights. We have refused payment
and contend that the U.S. Bankruptcy Code gives us legal rights of offset in this dispute. Lehman OTC disagrees with our
contention and claims that we waived our right of offset under the terms of the original transaction documents. As of the date
of this filing we are in discussions with representatives of Lehman OTC regarding the resolution of the offset issue as well as
other issues surrounding the hedge transaction asset and the warrant liability, including their proper valuation. We continue to
closely monitor the Lehman Holdings bankruptcy situation, the liquidation of Lehman Brothers, as well as the Lehman OTC
bankruptcy and our legal rights under our contractual relationships with Lehman OTC and Lehman Brothers.

For financial reporting purposes, we estimated the fair value of the hedge transaction asset and the warrant liability
using the Black-Scholes option pricing model and considered the credit risk of Lehman OTC. The fair value of these
obligations recorded for financial reporting purposes may differ from the values ultimately determined in various legal
proceedings, including actions of the U.S. bankruptcy court. If the ultimate settlement of either of these obligations differs
from the recorded amounts, we will be required to recognize any related gain or loss in our results of operations in the period
such settlement is known. As of May 31, 2010, our claim against Lehman OTC and Lehman OTC’s claim against us have not
been settled.

The terms of the senior convertible notes and the rights of note holders are not affected by the status of Lehman
Holdings or Lehman OTC or by the termination of the convertible note hedge or warrant transactions. We currently believe
that the Lehman Holdings bankruptcy, and its potential impact on subsidiaries of Lehman Holdings, the liquidation of
Lehman Brothers, and the bankruptcy of Lehman OTC, will not have a material adverse effect on our financial position,
results of operations or cash flows.

We have an uncommitted credit facility that consists of a guarantee line with Skandinaviska Enskilda Banken (SEB)
in the amount of $3.8 million (30.0 million SEK). We had no borrowings outstanding under this line as of May 31, 2010.

8. Non-controlling Interest and Investment in Unconsolidated Subsidiaries

Non-controlling Interest. As of May 31, 2010, we had an over 99% interest in our subsidiary in Poland. The non-
controlling interest for our Poland subsidiary was in a deficit position as of May 31, 2010 and 2009 and therefore there was
no non-controlling interest recorded on our Consolidated Balance Sheets.

Investment in Unconsolidated Subsidiaries. We recorded approximately $0.1 million or less of equity in earnings
from investments in unconsolidated subsidiaries in each of fiscal 2010, 2009 and 2008. Net sales recorded related to these
subsidiaries were immaterial. The equity method of accounting is used for companies and other investments for which we
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have significant influence, which generally represents common stock ownership or partnership equity of at least 20% and not
more than 50%. As of May 31, 2010, our investment in unconsolidated subsidiaries included a 30% interest in Intentia
Thailand Co. Ltd. and a 43% interest in Scase A/S. Both of these companies are involved in the sale of our M3 software, and
the supporting services associated with the software. Investments in unconsolidated subsidiaries are included in other assets
in our Consolidated Balance Sheets.

9. Common Stock

Our Board of Directors approved a share repurchase program of up to $100.0 million of common stock in November
2006 and on July 10, 2008, increased the maximum authorized for repurchase under the program to $400.0 million. The share
repurchases are funded using our existing cash balances and future cash flows and may occur through transactions structured
through investment banking institutions as permitted by securities laws and other legal requirements, open market purchases,
privately negotiated transactions and/or other mechanisms. Our share repurchase program does not have an expiration date
and allows us to repurchase shares at our discretion and market conditions influence the timing of the buybacks and the
number of shares repurchased. There can be no assurance as to the amount, timing or repurchase price of future repurchases,
if any, related to the share repurchase program. The program may also be modified, extended or terminated by our Board of
Directors at any time.

In fiscal 2010, we repurchased an aggregate of 1.3 million shares of our common stock at an average price of $5.92
per share under the share repurchase program. From inception of the repurchase program through May 31, 2010, we have
used $270.9 million to repurchase approximately 32.9 million shares at an average price of $8.23 per share. The repurchased
shares are recorded as treasury stock and result in a reduction to our stockholders equity. The shares will be used for general
corporate purposes. As of May 31, 2010, the maximum dollar value of shares that may yet be purchased under this program
was $129.1 million.

During the first quarter of fiscal 2009 we purchased 11.5 million shares through an accelerated share repurchase
transaction (the ASR) that we entered into with Lehman OTC on July 15, 2008. The average price per share of the shares
purchased under the ASR transaction was $7.93. Lehman OTC delivered 11.5 million shares of our common stock to us
through August 7, 2008. Under the agreement, Lehman OTC was obligated to deliver additional shares to us at maturity of
the transaction based on the final per share purchase price and the total number of shares repurchased as determined primarily
by the volume-weighted average price of our common stock during the term of the agreement. The agreement further
required that Lehman post cash collateral to a segregated brokerage account in our name in an amount equal to the value of
the additional shares, or net cash, due to us if the ASR were terminated as of the current date. Upon an event of default by
Lehman OTC, pursuant to our rights under the ASR, we issued a notice of default to Lehman OTC on September 24, 2008
and terminated the ASR agreement and requested the distribution of all $9.1 million of funds which Lehman OTC had
previously deposited into our segregated brokerage account at Lehman Brothers as required under the ASR agreement. On
March 25, 2009, we received a notice from the bankruptcy trustee for the Lehman Brothers estate that the trustee has allowed
our customer claim for that $9.1 million amount. As of the filing date of this Annual Report on Form 10-K, we have not
received payment of these funds.

The bankruptcy trustee for the Lehman Brothers estate has filed certain court papers against Lehman Brothers
indicating that there were shortfalls in the reserves intended to cover customer claims such as Lawson’s ASR claim for
$9.1 million. The trustee sought permission to use assets other than the reserves to cover these customer claims. Several
creditors (non-customers) objected and a compromise was reached in early March where funds could be used to cover what
appears to be a significant part of the shortfall and the trustee could seek further authority to cover additional shortfalls. The
trustee is continuing to investigate the reasons for the aggregate shortfalls in the reserve for all customer claims and other
possible sources of funds to make up the aggregate shortfall. We had originally anticipated that we would receive payment of
our approved $9.1 million claim in 2010 and had recorded these funds as restricted cash and reflected the funds as a current
asset in our Consolidated Balance Sheet as of May 31, 2009. However, based on these developments relating to the Lehman
Brothers estate, during the third quarter of fiscal 2010 we reclassified the funds to reflect them as a long-term asset. We
continue to closely monitor the Lehman Brothers bankruptcy situation and its impact on our claim.

The $7.93 average price per share of the shares purchased under the ASR is inclusive of the $9.1 million discussed
above. Any potential reduction in the amount we may receive related to our approved claim would be an adjustment to the
average price per share of the related treasury stock and would not impact our future results of operations.

We currently believe that the Lehman Holdings bankruptcy, and its potential impact on subsidiaries of Lehman
Holdings, the liquidation of Lehman Brothers Inc., and the bankruptcy of Lehman OTC, will not have a material adverse
effect on our financial position, results of operations or cash flows. We continue to closely monitor the Lehman Holdings
bankruptcy situation, the liquidation of Lehman Brothers Inc., as well as the Lehman OTC bankruptcy, and our legal rights
under our contractual relationships with Lehman OTC.
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10. Shareholder Rights Plan

On July 26, 2004, our Board of Directors adopted a Shareholder Rights Plan in which preferred stock purchase
rights (the Right(s)) were distributed as a non-taxable dividend at the rate of one Right for each share of common stock held
as of the close of business on July 28, 2004. Each Right will entitle stockholders to buy one-one hundredth of a newly issued
share of Series B Junior Participating Stock of the Company at an exercise price of $29.00. The Rights will be exercisable
only if a person or group, other than an exempted person, acquires beneficial ownership of, or makes a tender for, 15% or
more of our outstanding common stock.

If any person, other than an exempted person becomes the beneficial owner of 15% or more of our outstanding
common stock, each Right not owned by such person or certain related parties will entitle its holder to purchase at the Right’s
then current exercise prices, shares of our common stock having a market value equal to twice the then current exercise price.
In addition, if after a person becomes the beneficial owner of 15% or more of our outstanding common stock, we are
involved in a merger or other business combination transaction with another person after which our common stock does not
remain outstanding, or sells 50% or more of its assets or earning power to another person, each Right will entitle its holder to
purchase at the Right’s then current exercise price, shares of common stock of such other person having a market value equal
to twice the current exercise price.

Our Board of Directors will be entitled to redeem the Rights at $0.01 per Right at any time prior to a person or group
acquiring 15% or more of our common stock. Otherwise, the Rights will expire on July 28, 2014.

11. Profit Sharing and 401(k) Retirement Plan

We have a defined contribution profit sharing plan which we believe conforms to IRS provisions for 401(k) plans.
Our employees are eligible to participate in the plan upon employment and are eligible for the Company match upon
enrollment in the plan. Participants may contribute up to 15% of their gross earnings to the plan. We match 50% of the first
4% of employee contributions and may make additional contributions as determined by our Board of Directors. In addition,
we have defined contribution and defined benefit pension plans for certain of our international employees. The defined
benefit plans cover approximately 210 employees in Norway, France and Switzerland. These plans generally provide pension
benefits based on years of service and compensation level. Our aggregate projected benefit obligations under these plans was
approximately $5.8 million as of May 31, 2010 and the aggregate fair value of assets available to fund these projected
benefits as of May 31, 2010 was approximately $4.6 million. Under the provisions of FASB guidance related to
compensation and retirement benefits, net unrealized actuarial gains of $2.4 million related to our defined benefit plans have
been reflected in our stockholders’ equity in accumulated other comprehensive income in fiscal 2010. Our contributions to
the defined contribution plans were approximately $10.1 million, $13.5 million and $12.9 million for fiscal 2010, 2009 and
2008; respectively.

On April 2, 2010, our Benefits Committee approved a plan to modify our defined benefit pension plan in Norway
(the Plan) such that beginning on June 1, 2010, active participants in the Plan no longer accumulated benefits for their
services. Assets equivalent to the accumulated benefits of all active participants in the Plan have been transferred to a
newly-established defined contribution plan in fiscal 2011. All retired participants will continue to receive benefits under the
Plan. The modification of the Plan resulted in a curtailment of benefits in the fourth quarter of fiscal 2010 when the
modifications were approved. Accordingly, we recorded a gain of approximately $1.8 million in the fourth quarter of fiscal
2010 related to the change in all active participants’ projected benefit obligations resulting from the curtailment. This gain is
reflected in general and administrative expenses in our fiscal 2010 Consolidated Statements of Operations. In addition, the
modification of the Plan led to a settlement of active participants’ projected benefit obligations in the first quarter of fiscal
2011. Therefore, we anticipate recording an additional gain of approximately $1.5 million in the first quarter of fiscal 2011
related to the pension settlement.

12. Income Taxes

The following tables related to our income (loss) before taxes, our provision for income taxes, the reconciliation of
our income tax rate and the temporary differences that comprise our net deferred tax assets have been adjusted to reflect the
adoption of the FASB guidance related to accounting for convertible debt securities. See Note 2, Summary of Significant
Accounting Policies-Adoption of New Accounting Pronouncements, for more information.

Our income before income taxes consisted of the following components (in thousands):

Years Ended May 31,

2010 2009 2008
UnNited SEALES ....vvieveieeieeiiceeeece e $43,455 $50,894 $34,542
International OPErations...........ecoueeeeruererrrreecereneeeeseereeeeenes (2,819) (14,972) 3,191
Income before iNCOmME taxes.......c.ooveeevevveeeeeeeereeeeeneenns $40,636 $35,922 $37,733




The provision for income taxes consisted of the following components (in thousands):

Current:

FOT@IZN ottt
Total CUTTENt PrOVISION ...veevverterieeivriienieeeeienresceee e ecsneenneas
Deferred:

Foreign
Total deferred ProviSion .......o.eeeveeveriererennieceeneecenrenreeresreas
Total provision for iNCOME taAXES .....covevevreruererernernrieaiaanae

Years Ended May 31,

2010 2009 2008

$12,917 $20,626 $15,887

1,870
5,309

3,515 2,324
4,194 4,467

20,096 28,335 22,678

3,087  (3,906) 1,155

417) 1,069

4,200  (2,281) 3,509

7,516 _ (6,604) 5,733

$27,612 $21,731 $28,411

A reconciliation of the expected income tax provision at the U.S. statutory rate with the provision for

was as follows:

Taxes computed at statutory rate..........ccoceeviiieicinieiriccnennnnn.
State taxes—net of federal benefits.......c..oeeeveeinvininieccne.
Foreign earnings at other than U.S. statutory rates...................
Unbenefitted foreign 10SSes ..........cccvviviiiiincniiciiiiini
TaX CTEAILS c.vviiieieie ettt e
Non-deductible eXPenses........cocevviviiiiernineniee e
Tax eXEMPL INCOMIE ..cuvemiirriiienreieieieie et eresie et e eeeenees
Domestic manufacturer’s deduction.........coceccenenccvcenencenienne.
Valuation allowance—capital 10SS€S ........ccocvvevernineeinieicaee
Valuation allowance—other......cc..cccvvveniiiiiienincccnnreneeee,
ORET, NET ..ot e e et e e e e e e e e e e aanas

Years Ended May 31,

2010 2009 2008

35.0% 35.0% 35.0%

3.6 5.2 3.2
(1.7)  (83) (11.1)
289 356 27.2
2.1)  38) (2.0)

4.7 45 4.1

— — (0.7)
20  (37) (2.4)

— — 18.8
(23)  (9.5) (2.5)

3.8 5.5 5.7

67.9% 60.5% 75.3%

Temporary differences comprising our net deferred tax assets were as follows (in thousands):

May 31, 2010

May 31, 2009

Current:

Allowance for doubtful aCCOUNtS......ccoevevervrvrerrereecinienne $607 $104
Accrued cOmpPenSation ..........coccerrererireerevinivenennieesiens 2,041 165
Accrued liabilities and other...........occcveeviiiireeecieieeeeeeeen, 5,879 8,294
Prepaid eXPenses ....cc.ovvvierieiieeieniiiie et 1,006 (2,891)
Deferred reVenUEe ............oevvivviiieeiiieiee e 2,837 8,806
Net operating loss carryforwards.........cccceevvvvvccrinieecieninnne 2,518 299
Tax credit carryforwards .........occoceevvienieninvenninincenennns 47 115

Total gross current deferred tax assets ........cocooeveceeeneenne 14,935 14,892
Less valuation allowance...........ceccevvecveeneeiieenneeneeneennnens (1,583) (1,635)

Total net current deferred tax asset..........ccevvervverceeriienne 13,352 13,257

Non-current:

Property and equipment.........ccccooeverrieiinieinienee e (1,259) 36
Identified intangible assets (36,279) (9,435)
Stock-based compensation 7,060 5,541
Original issue discount on convertible debt, net................ 8,218 11,954
Capital loss carryforwards.........ocooeeverevrenenneeneccicnnnenens 7,099 7,092
Long-term lease and other..........ccccoovvienviiniiniiniininns. (2,726) 3,360
Deferred reVenue .......o.coeevveiieeriiiee e 2,290 3,191
Deferred rent........ccoovviiiiiie e 2,020 627
Net operating loss carryforwards.........c.cccevvervenricceccennns 81,887 80,590
Tax credit carryforwards ... 156 380

Total gross non-current deferred tax assets ................... 68,466 103,336
Less valuation allowance..........ccccooveeviciiininnneienie e (73,156) (80,328)

Total net non-current deferred tax assets (liabilities) .... (4,690) 23,008

Total net deferred tax @SS€t...........ccovevevevereeveeeererenennn, $8,662 $36,265

income taxes



The following summarizes the rollforward of our deferred tax asset valuation allowance (in thousands):

Balance, May 31, 2007 ..ottt st $93,459
Changes in valuation allowances related to purchased tax assets (4,484)
Adjustment of net Operating loSSES........c.everiririeereeriirerenieieierereeneeereieens (2,756)
Provisions for domestic valuation alloWance .............c.eceeveeieeneneesieeinieseeiieeniens 6,732
Provisions for foreign valuation alloWance .......ccceccevvneereenierenieencevcneneeseesianene 3,320
CUITENCY @AJUSLMENL.....ecviiiiitiererieererireeentiestesseestesessessesseesesessseseessesseensessseeessenes 10,909
Balance, May 31, 2008.......ccoeeiiieiiitiritieienieeiiecieneseesie et st cssa e eressrenane 107,180
Changes in valuation allowances related to purchased tax assets (8,509)
Adjustment of net operating loSSes.........cccovveerrerrerrieneenicececnnee. 2,982
Provisions for foreign valuation allowance 1,087
Release of foreign valuation allowance...........ooccoviniiiiniinininnnc (3,402)
CUITENCY AAJUSTIMENT..ce..iiiiiiiiiiertceneeieere et eee et eenerseessesseseseesseessae s emeeemeesarennes (17,375)
Balance, May 31, 2000.......coiiieeeeete ettt 81,963
Changes in valuation allowances related to purchased tax assets (301)
Adjustment of net operating loSSES......cceevveereerrerneenienicreeneceeeceeeeenas (5,300)
Provisions for foreign valuation allowance 2,417
Release of foreign valuation allowance.............c.oceeeerienne (1,489)
CUITENCY AAJUSEIMENL......cueiuiiuieiiiceii et ettt ettt et ettt esb s csree b e (2,551)
Balance, May 31, 2010.....c.ccoiiiieeieeere ettt ettt $74,739

During fiscal 2010, we adjusted certain income tax assets and liabilities related to our Intentia acquisition resulting
in a reduction to goodwill of approximately $0.3 million. See Note 2, Summary of Significant Accounting Policies—Goodwill
and Other Intangibles.

During fiscal 2010, we reversed $1.8 million of valuation allowance. We provided for additional valuation
allowance of $2.4 million. We also adjusted certain foreign net operating losses with a full or partial valuation allowance by
$5.3 million.

During fiscal 2009, we reversed $11.9 million of valuation allowance. We released a partial valuation allowance in
the amount of $11.3 million on deferred tax assets as we believe it is now more likely than not that tax benefits from these
deferred tax assets will be realized prior to expiration. This determination resulted from our implementation of a new
international business structure as well as settlement of certain intercompany debts between our international subsidiaries,
which increased our profitability in certain tax jurisdictions. To the extent we are able to generate sustained, aggregate
profitability throughout our EMEA and APAC regions, we may conclude that additional valuation allowance reversals are
appropriate in a future period. This partial valuation allowance release resulted in a $3.4 million tax benefit to our operating
results and a $7.9 million reduction to goodwill. The reductions to goodwill related to the release of valuation allowances on
acquired deferred tax assets. In addition, we reduced the valuation allowance by $0.6 million related to a deferred tax asset
that was associated with a pension liability adjustment. (See Note 2, Summary of Significant Accounting Policies—Goodwill
and Other Intangibles). With our adoption of the FASB guidance related to business combinations effective June 1, 2009,
beginning in fiscal 2010 any release of valuation allowance recorded through purchase accounting in relation to our
acquisitions will be included as a reduction in our income tax provision rather than as an adjustment to goodwill.

During fiscal 2009, we adjusted certain foreign net operating losses with a full valuation allowance by $3.0 million.
We determined that a portion of the foreign NOLs was not sustainable, so the NOL balance and associated valuation
allowance was reduced.

In fiscal 2009, the valuation allowance increased by $1.1 million due to current year losses in jurisdictions with a
full valuation allowance.

We file income tax returns in the U.S. federal jurisdiction and various state and foreign jurisdictions. With few
exceptions, we are no longer subject to U.S. federal, state and local, or non-U.S. income tax examinations by tax authorities
for years ending before May 31, 2006. There is an ongoing audit in the U.S. that began in the first quarter of fiscal 2010, and
there are ongoing audits in certain foreign jurisdictions that commenced in the fourth quarter fiscal 2009. While we believe
we have adequately provided for all tax positions under examination, amounts asserted by taxing authorities could be greater
or less than the accrued provision. We do not anticipate that the adjustments would result in a material change to our financial
position nor do we expect the amount of unrecognized tax benefits or cash payments related to these obligations to
significantly change over the next 12 months.
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The following summarizes the rollforward of our unrecognized tax benefits (in thousands):

Balance, May 31, 2007 .......occcoviiiiiiiiiiiii it s
Increases for tax positions taken during a prior period...........cccocovvivviinniiiennninns
Decreases for tax positions taken during a prior period .........cccccocvvniviiiiinin
Increases based on tax positions related to the current period..........ccoovvvnennnnn.

Balance, May 31, 2008......cccocimiiiiiimiiiciiniiii s
Increases for tax positions taken during a prior period
Decreases for tax positions taken during a prior period ..........ccoeeivivniieniniiennns.
Increases based on tax positions related to the current period.........ccccocecvevrcvcinnnn.
Decreases for tax positions related to settlements with taxing authorities

Balance, May 31, 2000 ...t
Increases for tax positions taken during a prior period...................

Decreases for tax positions taken during a prior period
Increases based on tax positions related to the current period
Decreases for tax positions related to settlements with taxing authorities .............. —

Balance, May 31, 2010 ...ccoiviiieriiecies ettt st $9,745

We recognize interest accrued related to unrecognized tax benefits and penalties, if incurred, as a component of tax
expense. As of May 31, 2009, we had $0.7 million in interest expense accrued related to uncertain tax benefits. During the
year ended May 31, 2010, we recognized approximately $0.4 million in interest and had approximately $1.1 million accrued
at May 31, 2010, which is included in increases based or tax positions related to prior periods in the above table. Interest
recognized for the year ended May 31, 2009 was $0.4 million. Accrued penalties were $0.3 million at May 31, 2010 and zero
at May 31, 2009.

As of May 31, 2010, we had approximately $13.6 million and $2.5 million of U.S. federal and state NOL
carryforwards, respectively. As of May 31, 2009, we had approximately $1.9 million and $0.1 million of U.S. federal and
state NOL carryforwards, respectively. The federal and state losses expire in 2010 through 2025 if not utilized. The NOL
carryforwards are subject to an annual limitation under Internal Revenue Code Section 382, but are expected to be fully
realized. In addition, we had approximately $0.1 million of federal and state research and development credits that expire in
2016 through 2027. There was no valuation allowance related to these deferred tax assets as of May 31, 2010.

As of May 31, 2010, we had approximately $356.6 million of foreign NOLs and $329.5 million as of May 31, 2009,
some of which expire in various years beginning in 2010, and some of which will carry forward indefinitely depending on the
jurisdiction. A valuation allowance has been provided against the majority of the foreign NOLs.

We have a temporary tax ruling related to our Swiss finance company which provides for a reduced income tax rate
of approximately 9.0% and a reduced rate on capital taxes although we took action to liquidate this company during fiscal
2010. We also have a temporary tax ruling related to our Swiss shared service center which provides for a reduced income
tax rate of approximately 4.0%. We have a tax holiday for our Philippines shared service center until March 2011.

We have not provided U.S. income taxes on the excess of our book basis in the shares of our foreign subsidiaries
which is attributed primarily to purchase accounting and undistributed earnings of these subsidiaries. U.S. tax has not been
provided on this basis difference as it is considered permanent in nature and is not expected to reverse in the foreseeable
future. This basis difference could be subject to additional U.S. tax upon the sale or liquidation of these subsidiaries, dividend
repatriation, or other events.

13. Commitments and Contingencies

We are involved in various claims and legal actions in the normal course of business. We are of the opinion that the
outcome of such legal actions will not have a significant adverse effect on our financial position, results of operations or cash
flows. Notwithstanding our belief, an unfavorable resolution of some or all of these matters could materially affect our future
results of operations and cash flows.

Employment Agreements

We have entered into various employment agreements with certain executives and other employees which provide
for severance payments subject to certain conditions and events.

Operating and Capital Leases

We rent office space and certain office equipment under operating and capital leases. In addition to minimum lease
payments, the office leases require payment of a proportionate share of real estate taxes and building operating expenses.
Certain lease agreements include escalation clauses. The total amount of base rentals over the term of our leases is charged to
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expense using the straight-line method with the amount of the rental expense in excess of lease payments recorded as a
deferred rent liability. Rent expense under operating leases was approximately $29.1 million, $26.9 million, and
$31.4 million for fiscal 2010, 2009, and 2008; respectively.

Future minimum lease payments under operating leases are as follows (in thousands):

20T ] et ettt e $25,240
2002 ekttt n 16,567
2003 et e e ettt n et re e sn e 7,630
2004t e ettt e nr e 6,624
2005 e st b e en 5,730
TRETCATTET ..ttt e e e s s tbara e e e eabeseesstssssesssbreeesesarraesas 1,818

Total minimum operating 1€ase Payments..........cccceveeirieenirnenseenicneneneccennene s $63,609

20T T ettt e b e e e bt e tt e e ttae ettt e ear bt e e bt eeabe s enarraeearees $1,031
200 2ot a e e b e e bte e s b b e earaes e aebe ettt e eabbbeeabtearresenarbaearres 459
2003 ettt et et ee et eett e e et e e e arteeenrr e nteetraseenrenenrres 121
2004 ettt bt a bt e et eeta e e e bt e e erttesearraeeabeeearesentrreearees 17
20 S et e e et be e etbe e s etb e e s errraeeateaeerabaeenabeeetbeerbee e raennres —
T RETEATTET ..ttt cr e ee b e e s e e aae e seerbr e e e e aarbeeseearreeas -

Total minimum capital 1ease PAYMENtS .......ccoovureieeiriiinrcreeeeecee e e
Less amounts representing iNTETESE.........covvviveierrirerreieeiireneseseeeees et eennsseeae
Present value of net minimum obligations .. .
LLESS CUTTENE POTLION .eevteeteriieeieertensteetireneseeestresssesseesseesssesssesnssesssanssensessasnsessessenes

Long-term capital lease obligations...........ocveeieriireeiierieeeeeee e

Indemnification and Guarantee Agreements

We license our software products to customers under end user license agreements and to certain resellers or other
business partners under business partner agreements. These agreements generally include certain provisions for indemnifying
our customer or business partner against losses, expenses and liabilities from damages that may be awarded against them if
our software, or the third-party-owned software we resell, is found to infringe a patent, copyright, trademark or other
proprietary right of a third-party. These agreements generally limit our indemnification obligations based on industry-
standards and geographical parameters and give us the right to replace an infringing product. The maximum potential amount
of future payments we could be required to make under these indemnification agreements is unlimited; however, we believe
our internal development processes and other practices limit our exposure under these indemnification provisions. In
addition, the invention and nondisclosure agreements signed by our employees assign to us various intellectual property
rights. There is no pending litigation for which we are required to provide indemnification under these agreements.
Accordingly, there are no liabilities recorded for these agreements as of May 31, 2010.

We enter into services agreements with customers for the implementation of our software. We may also subcontract
these services to our business partners. From time-to-time, we include in these services agreements, certain provisions for
indemnifying our customer against losses, expenses and liabilities from these services, including, for example, personal
injury or tangible property damage. Lease agreements and other contracts with our vendors may also impose similar
indemnification obligations on us for personal injury, tangible property damage or other claims. The maximum potential
amount of future payments we could be required to make under these indemnification agreements is unlimited; however, we
have general liability and umbrella insurance policies that enable us to recover a portion of certain amounts paid. There is no
pending litigation for which we are required to provide indemnification under these agreements. Accordingly, there are no
liabilities recorded for these agreements as of May 31, 2010.

We have arrangements with certain subcontractors who perform services for our customers whereby we guarantee
the expenses incurred by certain of their employees. The term is from execution of the arrangement until cancellation and
payment of any outstanding amounts. Unless otherwise limited in the contract, we would be required to pay any unsettled
employee expenses upon notification from the vendor. The maximum potential amount of future payments we could be
required to make under these indemnification agreements is insignificant. Accordingly, there are no liabilities recorded for
these agreements as of May 31, 2010.
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We have arrangements with certain of our customers whereby we guarantee the products and services purchased
will operate materially and substantially as described in the documentation that we provided. When a customer purchases
support for our software products, we generally warrant that those products, then eligible for maintenance, will operate
materially and substantially as described in the documentation that we provided with that software. We also generally warrant
that our services will be provided by trained personnel and in a professional manner using commercially reasonable efforts. If
necessary, we provide for the estimated cost of product and service warranties based on specific warranty claims and claim
history.

Legal

Patent Infringement Lawsuit by ePlus. On May 19, 2009, ePlus, Inc. filed a lawsuit in the United States District
Court for the Eastern District of Virginia against Lawson Software, Inc., Perfect Commerce, Inc., SciQuest, Inc. and Verian
Technologies, Inc. The other three defendants subsequently entered into separate confidential settlements and the court
dismissed their parts of the lawsuit. The May 2009 complaint alleges that Lawson’s supply chain products infringe three U.S.
patents owned by ePlus. In that complaint, ePlus seeks damages in an undisclosed amount, enhancement of those damages,
an attorneys’ fee award and an injunction against further infringement. In May 2010, ePlus quantified its damages claim
based on an alleged 5% to 6% royalty on all license, maintenance and services revenues in the United States since November
2003 for a wide range of Lawson’s supply chain products. Those alleged royalty damages would total $28 to $33 million or
more, and all or part of that award could be increased up to treble damages by the court, at its discretion, if ePlus proved
willful infringement by Lawson. A damages award would also include pre-judgment interest, which could total $6 to
$8 million if ePlus were awarded damages in the amount claimed. ePlus may supplement its damages demand before trial
based on updated Lawson sales information. If ePlus proves infringement, the court also has discretion to require Lawson to
reimburse ePlus for its legal fees and costs. We are contesting the infringement claims and validity of the patents as well as
the time frame and scope of products and services associated with ePlus’ damages claim. We are vigorously defending this
case because we believe we have meritorious defenses, including non-infringement and patent invalidity. This case is
currently scheduled to go to trial in September 2010. If we are not successful in obtaining summary judgment or other
resolution before or at trial, at the conclusion of the trial the jury will decide whether or not ePlus has proved that Lawson has
infringed, and whether or not Lawson has proved that the patents are invalid. If the jury finds that Lawson failed to prove
invalidity of the patents, and if the jury finds that ePlus has proved infringement, then the jury will determine the amount of
damages payable by Lawson. Given the inherent unpredictability of litigation and jury trials, we cannot at this time estimate
the possible outcome of this lawsuit. Because patent litigation is time consuming and costly to defend, we will continue to
incur significant costs defending this case. In addition, in the event of an unfavorable outcome in this matter, it could have a
material adverse effect on our future results of operations or cash flows. If ePlus prevails in this lawsuit, we could be required
to pay a royalty to ePlus on the sale of certain products and services in the future, and if we could not reach agreement with
ePlus on the amount or scope of that royalty, we would have to either stop the sale of those products and services or make
modifications to avoid infringement.

Patent Infringement Lawsuit by JuxtaComm. On January 21, 2010, JuxtaComm-Texas Software, LLC filed a
lawsuit in the United States District Court for the Eastern District of Texas against Lawson Software, Inc., Lawson Software
Americas, Inc. and 20 other defendants. One of the defendants, Seco Tools, Inc. is a Lawson customer. Under the terms of
our customer license agreement, we have agreed to defend and indemnify Seco Tools in this lawsuit. The complaint alleges
that Lawson and the other defendants infringe United States Patent No. 6,195,662 entitled “System for Transforming and
Exchanging Data Between Distributed Heterogeneous Computer Systems.” JuxtaComm seeks damages in an undisclosed
amount, enhancement of those damages, an attorneys’ fee award and an injunction against further infringement. On April 22,
2010, JuxtaComm filed an amended complaint, naming Lawson ProcessFlow Integrator and Lawson System Foundation, as
well as any products and/or services in the Lawson S3 and Lawson M3 product lines, as allegedly infringing. We intend to
vigorously defend this case. Given the inherent unpredictability of litigation and jury trials, we cannot at this time estimate
the possible outcome of this lawsuit. Because patent litigation is time consuming and costly to defend, we could incur
significant costs defending this case. In addition, in the event of an unfavorable outcome in this matter, it could have a
material adverse effect on our future results of operations or cash flows.

Patent Infringement Lawsuit by Aloft Media. On May 14, 2010, Aloft Media, LLC filed a lawsuit in the United
States District Court for the Eastern District of Texas against Lawson Software, Inc., Lawson Software Americas, Inc. and 12
other defendants. The complaint alleges that Lawson’s Planning Workbench for Food and Beverage software product, and
possibly other software products, infringe United States Patent Nos. 7,593,910 and 7,596,538, which are each entitled
“Decision-Making System, Method and Computer Program Product.” Aloft Media seeks, in undisclosed amounts, damages,
costs, expenses, interest and royalties. We intend to vigorously defend this case. Given the inherent unpredictability of
litigation and jury trials, we cannot at this time estimate the possible outcome of this lawsuit. Because patent litigation is time
consuming and costly to defend, we could incur significant costs defending this case. In addition, in the event of an
unfavorable outcome in this matter, it could have a material adverse effect on our future results of operations or cash flows.
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Class Action Overtime Lawsuit. On May 20, 2008, a putative class action lawsuit was filed against us in the United
States District Court for the Southern District of New York on behalf of current and former business, systems, and technical
consultants. The suit, Cruz, et. al., v. Lawson Software, Inc. et. al., alleged that we failed to pay overtime wages pursuant to
the Fair Labor Standards Act (FLSA) and state law, and alleged violations of state record- keeping requirements. The suit
also alleged certain violations of ERISA and unjust enrichment. Relief sought includes back wages, corresponding 401(k)
plan credits, liquidated damages, penalties, interest and attorneys’ fees. Given the preliminary nature of the alleged claims
and the inherent unpredictability of litigation, we cannot at this time estimate the possible outcome of any such action. We
successfully moved the case from the United States District Court for the Southern District of New York to the District of
Minnesota. The Minnesota Federal District Court conditionally certified the case under the FLSA as a collective action and
granted our motion to dismiss the two ERISA counts and the state wage and hour claims. Plaintiffs moved for Rule 23 class
certification but the Court denied their motion. At the present time, the size of the class is limited to the 68 consultants who
elected to participate in the lawsuit by filing opt-in forms. The overtime period at issue is two years, which would be
increased to three years if the plaintiffs proved that the Company intentionally violated the applicable wage and hour laws.
The plaintiffs’ damages expert claims total aggregate damages of $10.3 for a two year period for the 68 consultants and an
additional $2.9 in aggregate damages if the overtime period is three years. Given the inherent unpredictability of litigation
and jury trials, we cannot at this time estimate the possible outcome of this lawsuit. On June 30, 2010, Lawson filed a motion
to de-certify the FLSA collective action, which, if granted, would limit the action to the five named plaintiffs. That motion
will not be heard until November, 2010. As permitted by the present scheduling order, we plan to file a motion for summary
judgment asking for dismissal of remaining class members based on their performance of exempt duties and/or making more
than $100,000 per year. In the event of an unfavorable outcome in this matter, it could have a material adverse effect on our
future results of operations or cash flows.

We have accumulated information regarding Intentia customer claims and disputes that arose before our acquisition
of Intentia in April 2006. The initial purchase accounting accrual for these claims and disputes was recorded in fiscal 2006. In
fiscal 2007, we completed a thorough assessment of these claims and obtained sufficient information to adjust the
preliminary estimate of fair value for these claims and disputes resulting in an incremental accrual of $12.8 million. In fiscal
2008, we updated our estimated reserve requirements based on an analysis of the current status of negotiations related to each
unsettled case at this time and recorded a reduction to the reserve of $3.9 million. We also made some refinements in our
resolution approach. This combined with some favorable results drove the reduction in the estimated reserve in fiscal 2008.
In addition, in fiscal 2009 certain of these claims and disputes settled at amounts lower than anticipated and our estimated
reserve requirements were reduced by $3.4 million. The original charge to establish the reserve and the subsequent
adjustment in fiscal 2007 were recorded to goodwill as part of the purchase accounting related to our acquisition of Intentia.
The fiscal 2008 and 2009 adjustments to the reserve were recorded in general and administrative expenses in our
Consolidated Statements of Operations as the reductions occurred outside the period in which adjustments to such purchase
accounting was allowed. The applicable reserve is recorded at present value and is expected to be consumed through a
combination of cash payments, accounts receivable write-offs and free services over the next 12 to 15 months. As of May 31,
2010 and 2009, we had reserves recorded of approximately $0.7 million and $1.9 million, respectively related to the Intentia
disputes that arose before the acquisition. We expense our defense costs during the period incurred. If the aggregate
settlement costs or judgments exceed the fair value estimate established as part of the purchase price adjustment, the excess
costs would be expensed in the period incurred.

The following table sets forth litigation reserve activity for the fiscal years presented (in thousands):

Balance May 31,2007 .......c..oviuiireerierieeeeeieteeeee et e e et es e ere e eaene et ste e $18,296
SEIEIMENLS ....eieeiieiiiiieeie et eie e erteeeeeeesre e e st aeesateeseaseeestseeesseeentneeaseseeaseseeasnsannns (9,608)
Interest 611
Reserve adjustment............... (3,898)
Translation adjustment ......... 2,005

Balance May 31,2008............... 7,406
Settlements .......ccoceevveereennnn. (1,083)
ReSEIve adjuSTIMENLt.......ccovevureeiereriererieie sttt i e s eie e e e esaeseese e e easeesserssereesne s (3,356)
Translation adjuStMENt .........cccorvevviriect ettt resseereenens (1,057)

Balance May 31,2000........cooie ettt ettt ettt e 1,910
SELHIEMENS ....veriiiiiiiiiicieiet ettt ettt b e bbb aeseeba e (521)
Reserve adjustment............c.c......... (658)
Translation adjustment ................... (24)

Balance May 31,2010 ..ottt sae bt e bt aenes $707
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On September 29, 2008, we received a settlement offer from our insurance carrier related to certain of these pre-
merger litigation claims. We accepted this offer of €1.2 million, approximately $1.6 million. We recorded the settlement in
the second quarter of fiscal 2009 when the funds were received and the $1.6 million is included within our results of
operations for fiscal 2009.

We are subject to various other legal proceedings and the risk of litigation by employees, customers, patent owners,
suppliers, stockholders or others through private actions, class actions, administrative proceedings or other litigation. While
the outcome of these claims cannot be predicted with certainty, we do not believe that the outcome of any of these legal
matters will have a material adverse effect on our consolidated financial position, results of operations or cash flows.
However, depending on the amount and the timing, an unfavorable resolution of some or all of these matters could materially
affect our future results of operations or cash flows in a particular period.

14. Segment and Geographic Information

We are a global provider of enterprise software, services and support. We target customers in specific industries as
well as the horizontal market for our human capital management product line. We serve customers in the Americas, EMEA
and APAC geographic regions. We determine our reportable operating segments in accordance with the provisions in the
FASB guidance on segment reporting, which establishes standards for, and requires disclosure of, certain financial
information related to our operating segments and geographic regions. Factors used to identify our reportable operating
segment(s) include the financial information regularly utilized for evaluation by our chief operating decision- maker (CODM)
in making decisions about how to allocate resources and in assessing our performance. We have determined that our CODM,
as defined by this segment reporting guidance is our Chief Executive Officer (CEO).

Segment Information

During fiscal 2009 and prior years, we viewed our operations and managed our business as one reportable segment,
the development and marketing of computer software and related services including consulting, maintenance and customer
support. Beginning in the first quarter of fiscal 2010, we reorganized our operations to provide greater focus on and better
serve our targeted vertical markets within each of our product lines.

In fiscal 2009 and prior years, the operations that supported our S3 products and M3 products were under one
common leadership organization and the financial information utilized to evaluate our business operations for fiscal 2009 and
prior years were combined for all vertical markets for our product sales, consulting services and maintenance and customer
support. Following our fiscal 2010 strategic realignment, we are now operationally aligned by industry vertical and our
management structure and financial reporting of our operations follow this vertical structure. Based on our fiscal 2010
organizational structure and related internal financial reporting structure, we determined that we have three reportable
segments relating to our three industries groups: S3 Strategic Industries, M3 Strategic Industries and General Industries. The
S3 Strategic Industries and M3 Strategic Industries groups generally align with our Lawson S3 Enterprise Management
System and Lawson M3 Enterprise Management System product lines, respectively. Our S3 Strategic Industries and M3
Strategic Industries groups include key vertical industry markets for each of our S3 and M3 product lines, respectively, and
related services and support, which we believe offer the greatest growth potential for Lawson. The S3 Strategic Industries
group targets customers in the healthcare and public sector industries. The M3 Strategic Industries group targets customers in
the equipment service management & rental, food & beverage and fashion industries. Our General Industries group includes
our services industries customers (S3) and manufacturing & distribution industries customers (M3) which are in industries
not included in our other two industries groups.

Within our organization, multiple sets of information are available reflecting various views of our operations
including vertical, geographic and/or functional information. However, the financial information provided to and used by our
CODM to assist in making operational decisions, allocating resources and assessing our performance reflects revenues,
controllable costs and controllable margin by segment (which are our industries groups; S3 Strategic Industries, M3 Strategic
Industries and General Industries). Segment controllable costs include costs of applicable license fees and other direct costs:
costs of resources dedicated to each industries group, direct general and administrative expenses and allocations related to our
professional services organization. The resulting segment controllable margin is the financial measure by which each
segment and management’s performance is measured. Segment controllable margin does not include an allocation of non-
dedicated resources that support our entire organization or other corporate shared- services. These unallocated expenses relate
to our functional areas or competency centers: global sales operations, customer support, nearly all marketing, nearly all
development and product management, and general and administrative functions: executive management, finance, human
resources, legal, facilities and information technology services. Certain other costs are also excluded from segment
controllable margin and are included in competency center and other unallocated expenses including share-based
compensation and pre-merger claims reserve adjustments. In addition, restructuring charges and amortization of acquired
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intangibles are not allocated to our reportable segments. We do not have any intercompany revenue recorded between our
reportable segments. The accounting policies for all of our reportable segments are the same as those used in our consolidated
financial statements as detailed in Note 2, Summary of Significant Accounting Policies.

The following table presents financial information for our reportable segments for the periods indicated (in
thousands):

S3 Strategic M3 Strategic General
Industries Industries Industries Total
Fiscal 2010
Segment revenues:
License fees $47,676 $43,196 $33,254 $124,126
Maintenance services . 147,954 73,168 131,864 352,986
Software revenues.. 195,630 116,364 165,118 477,112
Consulting 78,997 116,747 63,552 259,296
Total segment revenues . 274,627 233,111 228,670 736,408
Segment controllable costs...... 124,373 163,738 83,901 372,012
Segment controllable margin $150,254 $69,373 $144,769 364,396
Unallocated expenses:
Competency center, corporate shared-services and other unallocated expenses.... 285,901
ReStructuring.......ccooevvenrereirennncens 13,154
Amortization of acquired intangibles.. 9,472
Total unallocated expenses 308,527
Consolidated—operating income ... 55,869
Other income (expense), net ...... (15,233
Consolidated—income before income taxes ... $40,636
Fiscal 2009(1)
Segment revenues:
License fees $41,580 $36,515 $31,588 $109,683
Maintenance services .... 134,175 74,319 141,708 350,202
Software revenues.. 175,755 110,834 173,296 459,885
Consulting 84,089 116,954 96,400 297,443
Total segment revenues. 259,844 227,788 269,696 757,328
Segment controllable costs 124,826 177,053 127,942 429.821
Segment controllable margin.. .. $135,018 $50,735 $141,754 327,507
Unallocated expenses:
Competency center, corporate shared-services and other unallocated expenses.... 253,928
Restructuring.........co.coovrenninnecnniens 19,954
Amortization of acquired intangibles.. 8,892
Total unallocated expenses 282,774
Consolidated—operating income ... 44733
Other income (expense), net (8,811)
Consolidated—income before income taxes $35,922
Fiscal 2008(1)
Segment revenues:
License fees $38,033 $43,479 $50,044 $132,156
Maintenance services . 118,705 70,435 147,639 336,779
Software revenues.. 156,738 113914 198,283 468,935
Consulting..........ccooivviinn 90,659 156,507 135,825 382,991
Total segment revenues. 247,397 270,421 334,108 851,926
Segment controllable costs......... 123,962 203,709 173,568 501,239
Segment controllable margin. $123,435 $66,712 $160,540 350,687
Unallocated expenses:
Competency center, corporate shared-services and other unallocated expenses. 286,650
Restructuring (731)
Amortization of acquired intangibles.. 13,690
Total unallocated expenses 299,609
Consolidated—-operating income ... 51,078
Other income (expense), net ....... (13,345)
Consolidated —income before income taxes ... $37,733
) We have retrospectively adjusted our segment information for fiscal 2009 and 2008 to reflect our new reportable

segments and to conform to the current period presentation.
We do not assess or report our assets or capital expenditures by reportable segment except for goodwill. See Note 2,

Summary of Significant Accounting Policies—Goodwill and Other Intangibles, for disclosure of goodwill by reportable
segment.
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Geographic Information

The following table presents our revenues summarized by geographic region for the periods indicated (in
thousands):

Geographic Region

Americas APAC EMEA Total
Fiscal 2010
LICENSE TS ..ot eeeeeerereeeres $76,552  $7,483  $40,091 $124,126
MaiNteENance SEIVICES .....veeevrverrreerarenieeeeaeneanes 242,571 11,063 99,352 352,986
Software revenues .........ccocevveeevvcnveeerceenneeen. 319,123 18,546 139,443 477,112
CONSUIING c.vvvvvvrereie et 134,723 16,628 107,945 259,296
Total TEVENUES ... $453,846 $35,174 $247,388 $736,408
Fiscal 2009
LACENSE fEES cevvveeerviiceiiieceieeeeeereeeete e eeesavee e $68,626  $6,405  $34,652 $109,683
Maintenance SErVICES ........ovvvveriveermverarieraaeneeas 232,448 10,865 106,889 350,202
Software revenues ..........cooeeevvvvvveeeeeeeeciiiennns 301,074 17,270 141,541 459,885
CONSUILING c.vvveeieenieereeicreseeee e 138,801 13,804 144,838 297,443
Total TEVENUES ...oovveeeereereeeeeeveeere e $439,875 $31,074 $286,379 $757,328
Fiscal 2008
LICENSE fEES ..coiieevrieeeeeeeeeeeeeeeeeeeeet e eeianns $69.837 $8,005 $54,314 $132,156
MaiNtENANCE SETVICES ..ovvvierrrerreeerreeireeiveeenns 217,728 9,685 109,366 336,779
SOftWAre rEVENUES .....covvvveeeieiieeieiee e 287,565 17,690 163,680 468,935
CONSUIEING .o 153,658 14,679 214,654 382,991
Total FEVENUES ..o $441,223 $32,369 $378,334 $851,926

The following table presents our long-lived tangible assets, consisting of property and equipment net of accumulated
depreciation, summarized by geographic region (in thousands):

Geographic Region

Americas APAC EMEA Total
May 31, 2010 oo $41,925 $3,524 $9,222  $54,671
May 31, 2000.....cccovvmiiiiiiiiiiiinc e $35.381 $5,879 $14,381 $55,641

The following table sets forth revenues and long-lived tangible assets by country for the periods indicated (in
thousands):

Years Ended May 31,

Revenues(1) 2010 2009 2008
UNIEd STALES oottt eenaveeaes $440,385 $429,339 $429,504
SWEAET ...ecviieviieieee ettt ettt 65,299 82,143 113,328
All other CoUNtriES(2) ..ovevveeveiieierieneneeere e 230,724 245,846 309,094
TOtal TEVENUES ...t $736,408 $757.328 $851,926
Long-lived tangible assets May 31, 2010 May 31, 2009
UNItEd SEAES ...viiveiiirieeiecieeee e eeere e e $41,683 $35,339
SWEAET 1.ttt ettt 5,686 9,407
All other countries(2) .oooveeeieeceeeieerecen e 7,302 10,895
Total long-lived tangible assets .........ccocovvrrinrnerinieencees $54,671 $55,641
)] Revenues are attributable to countries based on the location of our customers.
2) No other country reported revenues exceeding 10% of consolidated revenues or long-lived tangible

assets exceeding 10% of consolidated long-lived tangible assets. In those fiscal years when a
country’s revenues or long-lived tangible assets were less than 10% of the consolidated totals,
applicable amounts are included in “All other countries.”
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15. Related Parties

During the fourth quarter of fiscal 2009, we repurchased an aggregate of 1.6 million shares of our common stock at
an average price of $5.55 per share under our share repurchase program in four private transactions from May 1, 2009
through May 12, 2009 from an affiliate of Dr. Romesh Wadhwani, our co-chairman and a member of our Board of Directors.
We repurchased these shares at a 2% discount from the closing market price of our common stock on the respective dates of
purchase. As required under our Corporate Governance policy, these related party transactions were approved by our Audit
Committee and the other disinterested members of our Board of Directors.

On July 31, 2007, we repurchased 1.1 million shares of our common stock from the Lawson Family Investment
Company, Ltd., an entity affiliated with H. Richard Lawson, founder, co-chairman and a director of the Company. In
addition, 2.9 million shares were purchased from Symphony Technology Group, a principal stockholder of the Company.
Dr. Romesh Wadhwani, our co-chairman and member of our Board of Directors, is the founder and managing partner of
Symphony Technology Group. These shares were purchased at $9.20 per share. These repurchases were approved by all of
our directors who had no personal financial interest in the transactions and the repurchases were each part of our
board-authorized stock buyback program.

Effective April 27, 2007, Lawson International AB, a subsidiary of Lawson, entered into a two-year nonexclusive
reseller agreement with Symphony Service Corp. (India) Pvt Ltd (Symphony Services India) for the territory of India (the
Non-Exclusive India Reseller Agreement). The reseller agreement automatically renewed for an additional two-year term
starting April 27, 2009. Under the Non-Exclusive India Reseller Agreement, Symphony Services India may distribute,
sublicense and service products of Lawson and its subsidiaries to customers of Symphony Services India in India, in
consideration of payment of the applicable reseller fees to Lawson. The Non-Exclusive India Reseller Agreement supersedes
and replaces an exclusive reseller agreement for India that was signed in 1998 between Intentia International AB and Intentia
South Asia Pct. Ltd. India (Intentia India), and assigned by Intentia India to Symphony Services India in March 2005.

Dr. Romesh Wadhwani, our co-chairman and member of our Board of Directors, is a principal stockholder of Symphony
Services India and Lawson (indirectly through other companies affiliated with Symphony Services India and separately
disclosed under Schedule 13D/G). The Non-Exclusive India Reseller Agreement is based on the standard form of non-
exclusive reseller agreement we used with non-affiliated resellers. The Non-Exclusive India Reseller Agreement was
approved by management of Lawson, our Audit Committee, and by our Board of Directors (with Mr. Wadhwani abstaining),
because it was determined that the new agreement (i) eliminated exclusivity and is for a shorter term than the former
agreement, (ii) reflects Lawson’s current standard terms for non-affiliated resellers and (iii) does not represent a conflict of
interest. We made no payments to Symphony Services India during fiscal 2010. During fiscal 2009 and 2008, we paid
Symphony Services India $0.4 million and $1.3 million, respectively.

In May 2005, Intentia entered an agreement with Symphony Service Corp. (Symphony Services), an affiliate of
Symphony Technology Group, LLC, pursuant to which Symphony Services agreed to provide Intentia both product
development and customer support resources for an initial five year term subject to earlier termination after three years. The
agreement was not affected by the consummation of the business combination with Lawson. This agreement terminated in
September 2009.

In September 2009, Lawson entered into a new agreement with Symphony Services for product development and
customer support resources. The initial term of this agreement ran through May 31, 2010 and has been extended for an
additional one year period by mutual agreement through May 31, 2011, as allowed under the agreement. During fiscal 2010,
2009 and 2008, we paid Symphony Services $3.3 million, $4.0 million and $5.9 million, respectively, under these two
agreements.
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16. Supplemental Quarterly Financial Information (unaudited):

Summarized quarterly supplemental consolidated financial information for fiscal 2010 and 2009, as adjusted to
reflect the adoption of the FASB guidance related to accounting for convertible debt securities, was as follows (in thousands,

except per share amounts):

Quarter Ended

August 31, November 30, February 28, May 31,
2009 2009 2010 2010

Fiscal 2010
TOtAl TEVENUES. ...ttt st $168,992 $184,422 $185,967 $197,027
GIOSS PIOTIL vttt e 96,671 102,150 102,771 113,722
RESLTUCLUTINE .ottt 75 4,676 1.154 7,249
Operating expenses (excluding restructuring)(1).........cccccceenene. 78,032 84,293 90,042 93,924
Income before INCOME LAXES ......ccvvveeeeeereeceire e cirreeeecveee s eseeveaeens 14,742 9,247 7,794 8,853
NEE INCOME ... eeveet et eeiet e e ettt e e et e e eereeesestsaeessbesseerarannessannees 5,977 2,754 1,668 2,625
Net income per share:

BESIC cvviiiiieiieeceirteie sttt $0.04 $0.02 $0.01 $0.02

DHIULEA .ottt e $0.04 $0.02 $0.01 $0.02
(@))] During the first, second and third quarters of fiscal 2010, we included approximately $0.4 million, $0.5 million and

$0.4 million, respectively, of expenses related to our capital leases in interest expense that should have been

included in general and administrative expenses. We have revised the first, second and third quarter unaudited
quarterly financial information to correct this classification. The effect of this revision was to increase
previously-reported operating expenses. This revision also resulted in a comparable reduction in our

previously-reported operating income and interest expense (not presented herein), but had no impact on our

previously reported income before taxes or net income.

Quarter Ended
August 31, November 30, February 28, May 31,
2008 2008 2009 2009

Fiscal 2009
TOtAl FEVENUES ....eeveerieiiieeieeite ettt e st ceneesansnesnennnteae s i aas $190,916 $206,357 $173,848 $186,207
GTOSS PIOTIL ot 96,263 108,626 91,295 102,512
RESITUCTUTING ..ottt e s (231) 7,717 3,534 8,934
Operating expenses (excluding restructuring) .........cceeeeeeiiiiennnns 90,325 90,051 72,844 80,789
Income before INCOME tAXES ....covveveeevnrreeeeiireereieeeeeseeeeessenereasaens 5,330 9,106 12,184 9,302
Net iNCOME ([0S ..vvievreiiieiieieeieeie ettt e seee s (3,691) 3,027 6,217 8,638
Net income (loss) per share:

BaSIC ..ottt s $(0.02) $0.02 $0.04 $0.05

DHIULEA ..ot e $(0.02) $0.02 $0.04 $0.05

No cash dividends have been declared or paid in any period presented.
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Index to Exhibits (Item 15(a3))

Number Description
3.3.1(1) Amended and Restated Certificate of Incorporation of the Company
3.2(1) Bylaws of the Company
4.1(1) Form of Certificate of Common Stock of the Company
4.2(2) Rights Agreement dated July 28, 2004
4.3(3) First Amendment to the Rights Agreement dated June 2, 2005
4.4(1) Certificate of Designations of Series B Junior Participating Preferred Stock of the Company
4.5(12) Indenture between the Company and The Bank of New York, as trustee, dated as of April 23, 2007 (including
Form of 2.50% Senior Convertible Note due 2012)
4.6(12) Registration Rights Agreement between the Company and Lehman Brothers Inc. and Citigroup Global
Markets Inc., dated as of April 23, 2007
4.7(5) Registration Rights Agreement, dated February 23, 2001, between the Company and the stockholders,
investors and founders named therein
10.1(5) Amended and Restated 1996 Stock Incentive Plan
10.2(6) Amended and Restated 2001 Stock Incentive Plan
10.3(8) Form of Stock Option Agreement under 1996 or 2001 Stock Incentive Plan
10.4(8) Form of Stock Option Agreement under 1996 or 2001 Stock Incentive Plan (with additional terms regarding
acceleration of vesting)
10.5(18) Form of Restricted Stock Unit Award Agreement under 1996 Stock Incentive Plan (time based vesting)
10.6(7) Form of Manifesto Stock Option Agreement under 2001 Stock Incentive Plan
10.7(3) Notice of Amendment of “Out-Of-The-Money” Stock Options Held by Officers Subject to Section 16 of the
Securities Exchange Act as of June 1, 2005
10.8(21) 2001 Employee Stock Purchase Plan (Amended and Restated as of October 26, 2006)
10.9(7) Executive Change in Control Severance Pay Plan for Tier 1 Executives (Effective January 17, 2005)
10.10(3) Employment Agreement dated June 2, 2005 between the Company and Harry Debes
10.11(3) Stock Option Agreement dated June 2, 2005 between the Company and Harry Debes
10.12(3) Restricted Stock Award Agreement dated June 2, 2005 between the Company and Harry Debes
10.13(15)  Form of Addendums to Employment Agreement with Harry Debes, effective October 4, 2005 and June 1,
2006
10.14(9) Amendment to Option Agreement dated October 11, 2006 between the Company and Harry Debes, amending
the Option Agreement dated June 2, 2005
10.15(14)  Employment Agreement dated October 5, 2006 between the Company and Robert A. Schriesheim
10.16(14)  Stock Option Agreement dated October 5, 2006 between the Company and Robert A. Schriesheim
10.17(18)  Form of Restricted Stock Award Document under 2001 Stock Incentive Plan (time based vesting)
10.18(5) Lease of real property located at 380 St. Peter St., St. Paul, MN 55102
10.19(4) Modified Master Relationship Agreement and an OEM Software Agreement between the Company and
International Business Machines Corporation, extended through August 8, 2008
10.20(10)  Value Added Reseller Agreement, effective January 29, 2004, between the Company and Micro Focus
International Holdings LTD, Inc. and its Affiliates
10.21(18)  Form of Restricted Stock Award Document under 2001 Stock Incentive Plan (performance based vesting)
10.22(18)  Reseller Agreement between StreamServe, Inc. and Lawson Software Americas, Inc. effective November 1,
2008
10.23(11)  Non-Exclusive India Reseller Agreement, dated April 27, 2007, between Lawson International AB and
Symphony Service Corp. (India) Pvt Ltd.
10.24(17)  Amendment No. 2 (adopted January 16, 2009) to the Lawson Software, Inc. 2001 Stock Incentive Plan
10.25(1) Master Offshoring Agreement dated May 5, 2005 between Intentia International AB and Symphony Service

Corporation
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Number Description

10.26(12)  Purchase Agreement among the Company, and Lehman Brothers Inc. and Citigroup Global Markets Inc.,
dated as of April 19, 2007

10.27(12)  Confirmation of Convertible Note Hedge Transaction, dated April 17, 2007

10.28(12)  Confirmation of Warrant Transaction, dated April 17, 2007

10.29(13)  Amendment No. 1 (adopted June 26, 2007) to the Lawson Software, Inc. Executive Change in Control
Severance Pay Plan for Tier 1 Executives

10.30(15)  Amendment No. 2 (adopted November 8, 2007) to the Lawson Software, Inc. Executive Change in Control
Severance Pay Plan for Tier 1 Executives

10.31(15)  Amendment to 2001 Stock Incentive Plan (adopted July 10, 2008) to allow for awards of restricted stock
units under the plan

10.32(15)  Employment Agreement, as amended January 17, 2008, with Guenther Tolkmit

10.33(15)  Employment Letter, dated July 26, 1999, with Bruce B. McPheeters

10.34(16)  July 15, 2008 agreement between Lawson Software, Inc. and Lehman Brother OTC Derivatives Inc.
pertaining to a $100.0 million accelerated share repurchase transaction

10.35(16)  Notice of Early Termination, effective September 24, 2008, of the agreement dated July 15, 2008 between
Lawson Software, Inc. and Lehman Brothers OTC Derivatives Inc.

10.36(16)  Amendment to IBM OEM Agreement, dated August 18, 2008, extending the term of that agreement until
September 14, 2009

10.37(16)  Convertible Note Hedge Transaction Notice of Early Termination Date, effective October 10, 2008 between
Lawson Software, Inc. and Lehman Brothers OTC Derivatives Inc.

10.38(16)  Warrant Transaction Notice of Early Termination Date, effective October 10, 2008 between Lawson
Software, Inc. and Lehman Brothers OTC Derivatives Inc.

10.39(18)  Addendum to Employment Agreement, dated August 5, 2009, with Harry Debes

10.40(18)  Master Services Agreement, dated September 25, 2009, between Symphony Service Corp. and Lawson
Software Americas, Inc.

10.41(19)  Noncompete Agreement dated July 30, 2009, with Collin Balmforth

10.42(19)  Noncompete Agreement dated July 30, 2009, with Dean Hager

10.43(19)  Letter dated January 4, 2010 pertaining to the compensation arrangements with Stefan Schulz, Senior Vice
President and Chief Financial Officer of the Company

10.44(20)  Employment Contract dated January 7, 2010 between SAS Lawson Software Consulting France and Eric
Verniaut

10.45(20)  U.S. Parent company Supplement to Local Country Employment Agreement effective January 6, 2010,
between Lawson Software, Inc. and Eric Verniaut

10.46(22)  Amendment to 1996 Stock Incentive Plan, adopted June 24, 2010

10.47(22)  Amendment to 2001 Stock Incentive Plan, adopted June 24, 2010

10.48(22) Change Order dated May 10, 2010, related to the Master Services Agreement, dated September 25, 2009,
between Symphony Service Corp. and Lawson Software Americas, Inc. renewing the Agreement for one
additional year through May 31, 2011

12.1(22) Statement of Computation of Ratio of Earnings to Fixed Charges

21.1(22) Subsidiaries of Lawson Software, Inc.

23.1(22) Consent of PricewaterhouseCoopers LLP

23.2(1) Consent of Appraisal Firm

24.1 Powers of Attorney (included on signature page)

31.1(22) Certification Pursuant to Section 302 of Sarbanes-Oxley Act—Harry Debes

31.2(22) Certification Pursuant to Section 302 of Sarbanes-Oxley Act—Stefan B. Schulz

32.1(22) Certification Pursuant to Section 906 of Sarbanes-Oxley Act—Harry Debes

32.2(22) Certification Pursuant to Section 906 of Sarbanes-Oxley Act—Stefan B. Schulz
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Incorporated by reference to the Form 10-K filed on August 29, 2006.
Incorporated by reference to the Form 8-A filed on July 28, 2004.
Incorporated by reference to the Form 8-K filed on June 7, 2005.
Incorporated by reference to the Form 10-Q filed on April 9, 2007.

Incorporated by reference to the predecessor’s Form S-1 Registration Statement (File No. 333-63394) filed on
June 20, 2001.

Incorporated by reference to the predecessor’s Amendment No. 2 to the Form S-1 Registration Statement filed on
October 26, 2001.

Incorporated by reference to the Form 8-K filed on January 19, 2005.
Incorporated by reference to the Form 10-Q filed on January 7, 2005.
Incorporated by reference to the Form 8-K filed on October 17, 2006.
Incorporated by reference to the Form 10-Q filed on April 12, 2004.
Incorporated by reference to the Form 8-K filed on May 3, 2007.
Incorporated by reference to the Form 8-K filed on April 23, 2007.
Incorporated by reference to the Form 8-K filed on June 28, 2007.
Incorporated by reference to the Form 10-Q filed on October 10, 2006.
Incorporated by reference to the Form 10-K filed on July 11, 2008.
Incorporated by reference to the Form 10-Q filed October 10, 2008.
Incorporated by reference to the Form 10-Q filed on April 2, 2009.
Incorporated by reference to the Form 10-Q filed on October 8, 2009.
Incorporated by reference to the Form 10-Q filed on January 8§, 2010.
Incorporated by reference to the Form 10-Q filed on April 9, 2010.
Incorporated by reference to the Form 10-Q filed on January 9, 2007.

Filed herewith.
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Exhibit 12.1

LAWSON SOFTWARE, INC.
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Fiscal Years Ended May 31,

(in thousands, except ratios) 2010 2009 2008 2007 2006

Fixed Charges:

Interest expense on indebtedness(1) ...ooevrecrriirnrcceirceeccrcneeae $16,238 $15.,625 $15,976 $5,031 $53

Rent interest faCtor(2) ......ocveviierereeniereeneieeeeectecee et 9,689 9,671 10,467 8,994 5,454

Total fiXed ChAIZES.....c.eivieveveeenieieeeeeee ettt e $25,927 $25,296 $26,443 $14,025 $5,507

Earnings:

Income (loss) before provision for income taxes(1) ..ccocecevenrereinccnenens $40,636 $35,922 $37,733  $(7,434) $27,667

Fixed Charges ....c..coovviiiiieniiiis e e s 25,927 25,296 26,443 14,025 5,507

TOtAl €AIMINES ...veveeeieiiitie ettt e siee et sttt naens $66,563 $61,218 $64,176 $6,591 $33,174

ROttt ettt ettt ettt beea et et st ne ettt nre e 2.57 2.42 243 0.47(3) 6.02

@8] Fiscal 2007 - 2009 are adjusted for the impact of our adoption of the FASB guidance on accounting for convertible debt
securities.

2) Approximately '/; of the rent expense is deemed representative of the interest factor.

3) Our ratio of earnings to fixed charges was below a one-to-one coverage by $7.4 million due to our net loss recorded in fiscal

2007.



Exhibit 21.1
SUBSIDIARIES OF LAWSON SOFTWARE, INC

As of May 31, 2010
Subsidiary Corporation Jurisdiction
Confer SOIWATE, INC. ...vecviiiiiiiiiieie et st sa bbb sta e s sbe s USA—California
Lawson SOftware AMETICAS, INC. ....iovuvviiiiiiieiiieceietceie e et ee e e et e e e aeeestesesnaeeetaeseraasessbesesnsaessrbenssans USA—Delaware
Lawson SOftWare USA, INC. couuvviiiiiiiiiiiiiiiiiieeeeeee ettt ee ettt ee e e stee s e e sstteeeessaaeessesnsaseesssnnnaneesssnnnrereanns USA-—Delaware
Lawson Technologies, INC. .....iviiiiiieriiet ettt et seeenre e USA—Delaware
ACCOUNTA, INC..eiiiiiiiiciec ettt e et et e et e e st a e s asta e sateaeeaseeeamteseateeensteaantaeennaesnsaeeansbessmteaesaseaans USA—Delaware
Apexion Technologies, INC ..o s USA—Delaware
Closedloop SOIULIONS, INC. ..ot s s USA—Delaware
Computer Assessment SyStems LLC c..co.viiiiiiiiiiiniic i USA—Delaware
Healthvision SOIUHONS, TNC. c..eiiiierieieieee ettt stte et st seeesbesatesteeesaessbeeasesmtaesnneeansonsesann USA—Delaware
HealthvISION, INC...viiiieiieeee ettt et eete e et e b e s estee s eatbesaessasetseesaseaansaeassssesnseasnsnseasteaanseeess USA—Delaware
LaWSOn PLM, LLC ...ttt e et et e eerae s eatae e e teeeesaeseassebeesassasnasesssaeasaassrseaessnsassntsasanseeens USA—Delaware
Lawson WEM, LLC ...t et st e e sttt emaee stnee sanee s USA—Delaware
Lawson Software Africa (Proprietary) Ltd. .....ccooviiieiineniieeice ettt cee e South Africa
Lawson Software Australia Pty. Ltd. ... Australia
Lawson Software Services Pty. Ltd. ....ocooiiiiiiiii ettt ettt see st s Australia
VOO PLY UG ettt s s sa s bt st Australia
Lawson Software Austria EDV-Beratungs Ges.m.b.H. ..., Austria
Lawson Americas Brasil LTDA ....ccovooireiiiiniriitiieeesitsee et sre st ettt e sees e saeete s s cene e neareesae s Brazil
Lawson Americas Chile LImitada.........ccooieiiiiiiiiie i cne st Chile
Lawson (Shanghai) Software and Technology Co. Ltd. .......ccoceeiiieiiiniinieniiineniiicicncninec e China
HYV Solutions SHanghai, INC......cccooiiiieiiiiieoniiieciieit ettt et se e st setesiesebeease e s besareesaeaaare e China
INEENTIA CZ 8.5, ..uveeueeuieuiiiiiteiteitteste et ete et ete e te et sttt eat et ateembeateeseenbeeatesbeebe et beseensenseeaeesee st neneeanesbeeneesresres Czech Republic
Lawson Software Danmark A/S ..ottt e Denmark
Lawson SOtWAre L. ......cc.eeiiiiei ettt sttt b England
Lawson Software FInland Oy ..........cccoiiiiii e s Finland
KEYO012 COTPOTALION. ....euteeiieiieitieeieeteeiee et sttt e et eesbe st eeteeseesbeessteesseesbneesseseressasasseaseessaaaseeneeenaeesansnaes USA—Florida
Lawson Software Consulting France SAS ..ot France
Lawson Software France SARL ........oooiiiiiiiicie et eeeae e saee e see e ens France
Lawson Software Deutschland GmbH........coccoooiiiiiiiiiii ettt e e ceme e Germany
Lawson Software GIMDBH......cccooviiiiiiicecce e et san s e eanes Germany
Lawson Software Asia Pacific (Branch) ......cocoocoviiiniiniiie et s Hong Kong
Lawson Software Ireland Ltd. ...t Ireland
Lawson Software Consulting Italy SRL .....c.oocooiiiiiiiiiii e e Italy
LawsonSoftware Japan KK ......o..oooiiiiiiiiiiiiiici s Japan
Lawson Software Asia Pacific (Branch)......cccoccieiiiiieeniioiicie ettt et s eneeete s Korea
Lawson Software Asia Pacific (Branch)........cocooeiirienieiiiniiiineeieninicsie et st Malaysia
Lawson Americas MexXico, S. de R.L. de C.V. oottt ene et a e baeans Mexico
Lawson Software Mexico, S. de R.L. de C.V. ..ccoooiiiiiiiceceeeeeeete ettt st e Mexico
Lawson Software Benelux B.V........cccooviiiiiininiiiiiiniiiiiiicnn et Netherlands
Lawson Software Netherlands B.V......ccvoviiiiiiiiiieiiiciiieie sttt ebe vt eee b b Netherlands
Lawson Software New Zealand LImited..........ccoceevuiiiiiiiiiiiriiie ettt sae s ssn s essssnsenenne New Zealand
Lawson Software NOTZE AS ...t e e Norway
Lawson Software Inc. RQHQ (Philipping branch) ..........ecooevveveniinniiiiiierienienie et Philippines
LawSOn PSSC, INC. cuviiiiiiiiiiiittiii ettt et et st ettt e bt bt et et e s b emeeseseemneeeneeaeesseeanes Philippines
Lawson Software Polska SP.z 0.0 ..o Poland
Intentia Consulting Portugal Informatica SA ........cocooiiiiiiiiniiincnc e cen e Portugal
HYV Solutions Canada TNC......c.coveiiieeireniiieiiciecictcie ettt et sae st ss s eene e Canada
Lawson Software Asia Pacific Pte. Ltd ..ottt Singapore
Lawson Software Consulting S.A UL ..coouiiiiiiiiiieiiiienee ettt ettt ssee st sat st see st e et eaee Spain
Lawson INternational AB ..........ccooiiiiieeeee ettt et ettt eabeeare et e st eaes Sweden
Lawson International AB—Branch SWitzerland..........c..coooiriiiiiiiiiiiee e Sweden
Lawson Software SWeden AB ........oooiiiiiieiteee ettt ettt et et s aenre e Sweden
Lawson Software FINANCE SA ....covoiiriiieiieieicie ettt st ste st sse b s b s sbesssesbesbeesbesbaenn Switzerland
Lawson Software SWiItZerland A.G......cccvoviviiiiriiiie ettt st see s sbe s st e et e stesbeasnenre e Switzerland
Lawson Software (Switzerland) Vaud Sarl............ccoooiiiiiiiniiiiniecceeeereseeee e Switzerland
MINORITY OWNED SUBSIDIARIES
SCASE AS ettt et bbbttt e st e bbb b nen e et Norway

Lawson Software Thailand Co. Ltd. (Intentia Thailand BP) .......cccccocvvvinineininiincrnireneer e Thailand



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. No. 333-91160 and 333-
74842) of Lawson Software, Inc. of our report dated July 15, 2010 relating to the financial statements and the effectiveness of internal

control over financial reporting, which appears in this Form 10-K.

/s/ PRICEWATERHOUSECOOPERS LLP

Minneapolis, Minnesota
July 15, 2010



Exhibit 31.1
Certification of Chief Executive Officer
1, Harry Debes, certify that:
1. 1 have reviewed this annual report on Form 10-K of Lawson Software, Inc.;

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

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

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

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

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

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures as of the end of the period covered by
this report based on such evaluation;

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the fourth fiscal quarter in the case of an annual report) that has materially
affected or is reasonably likely to materially affect the registrant’s internal control and financial reporting; and

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

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and

report financial information; and

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

Date: July 15, 2010 /s/ HARRY DEBES

Harry Debes
President, Chief Executive Officer, and Director



Exhibit 31.2
Certification of Chief Financial Officer
I, Stefan B. Schulz, certify that:
1. I have reviewed this annual report on Form 10-K of Lawson Software, Inc.;

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

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

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

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

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

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures as of the end of the period covered by
this report based on such evaluation;

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the fourth fiscal quarter in the case of an annual report) that has materially
affected or is reasonably likely to materially affect the registrant’s internal control and financial reporting; and

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

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and

report financial information; and

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

Date: July 15, 2010 /s/ STEFAN B. SCHULZ

Stefan B. Schulz
Senior Vice President Chief Financial Olfficer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. §1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of Lawson Software, Inc. (the “Company”) on Form 10-K for the period ended May 31,
2010 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Harry Debes, President and Chief
Executive Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the Company.

/s/ HARRY DEBES

Harry Debes
President, Chief Executive Officer, and Director

July 15,2010




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. §1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of Lawson Software, Inc. (the “Company”) on Form 10-K for the period ended May 31,
2010 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Stefan B. Schulz, Chief Financial

Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes- Oxley Act of 2002,
that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the Company.

/s/ STEFAN B. SCHULZ
Stefan B. Schulz
Senior Vice President and Chief Financial Officer

July 15, 2010




Exhibit 10.46

AMENDMENT TO
LAWSON SOFTWARE, INC.
1996 STOCK INCENTIVE PLAN
(Adopted June 24, 2010 to remove from future grant any options
surrendered to pay the exercise price or tax withholdings)

Pursuant to Section 12(e) of the Lawson Software, Inc. 1996 Stock Incentive Plan, the Board of Directors of Lawson Software, Inc.
has approved the following amendment to the 1996 Stock Incentive Plan (the “1996 Plan”), effective June 24, 2010. Capitalized
terms that are not defined in this Amendment shall have the same respective meanings as described in the 1996 Plan.

Amendment
Section 4 of the 1996 Plan is hereby amended to include the following additional Section 4(f):
Section 4(f). Surrendered Options No Longer Available for Future Awards. Notwithstanding any provision in this Plan
to the contrary, the Shares underlying any Options surrendered to pay the exercise price and/or tax withholdings due upon the

exercise of such Options on or after June 24, 2010 will not again become available for issuance under any Awards under this
Plan.



Exhibit 10.47

AMENDMENT TO
LAWSON SOFTWARE, INC.
2001 STOCK INCENTIVE PLAN
(Adopted June 24, 2010 to allow for surrender of options to pay exercise price and
tax withholdings, and remove from future grant any of those surrendered options)

Pursuant to Section 13(a) of the Lawson Software, Inc. 2001 Stock Incentive Plan, the Board of Directors of Lawson Software, Inc.
has approved the following amendment to the 2001 Stock Incentive Plan (the “2001 Plan”), effective June 24, 2010. Capitalized
terms that are not defined in this Amendment shall have the same respective meanings as described in the 2001 Plan.

Amendment
Section 7 of the 2001 Plan is hereby amended to include the following additional Sections 7(d) and 7(e):

(d) Notwithstanding any provision in this Plan to the contrary, an optionee may elect to pay the purchase price
for the Shares that are subject to the exercise of an option, in whole or in part, by a “net exercise” of such option, as further
described below. In the case of a “net exercise” of an option, the Company will not require a cash payment of the exercise
price of the option but will reduce the number of Shares issued upon exercise by the largest number of whole Shares that
have a fair market value that does not exceed the aggregate exercise price for the Shares exercised under this method. Shares
will no longer be outstanding under an option (and will therefore not thereafter be exercisable) following the exercise of such
option to the extent that Shares are used to pay the exercise price of an option under the “net exercise.”

(e) Notwithstanding any provision in this Plan to the contrary, the Shares underlying any options surrendered
to pay the exercise price using a “net exercise” under Section 7(d) or to pay tax withholdings under Section 12(a) on or after
June 24, 2010 will not again become available for issuance under this Plan.



Exhibit 10.48
SYMPHONY CHANGE REQUEST (SCR) FORM —~ FOR THE MASTER SERVICES AGREEMENT

VENDOR: Symphony Service Corp.
ACCOUNT: Lawson Software Americas, Inc.

Priority: 0O URGENT 0O HIGH OO0 MEDIUM O Low
Requestor’s Name: Curt Olson
Phone #: Fax #:
Email: Pager #:
Requested Implementation Due Date:
Request Type:
O New Functionality (i.e.; a new functionality or process is required.)
0 Enhancement (i.e.; change to an existing functionality or process.)
Other

This SCR is issued pursuant to and incorporates the terms of the Master Services Agreement dated September 25, 2009 (the
“Agreement”) between Lawson Software Americas, Inc. (“Client”) and Symphony Service Corp. (“Symphony”).

The parties agree to be bound by the terms herein.
Description

1. The parties hereby agree to renew the Agreement for one additional year. The Agreement shall now end May 31, 2011.

ACCEPTED BY: ACCEPTED BY:

Symphony Service Corp.

By: /s/ Alan Harlan

Authorized Signature

Name: Alan Harlan

Print Name

Title:  President. PLM

Date: May 10, 2010

Lawson Software Americas, Inc.

By: /s/ Curt Olson
Authorized Signature

Name: Curt Olson
Print Name

Title:  Director — Global Sourcing

Date: May 10, 2010




Forward-looking Statements

This annual review contains forward-looking statements that contain risks and uncertainties. These forward-looking

statements contain statements of intent, belief or current expectations of Lawson Software, Inc. and its management. Such
forward-looking statements are not guarantees of future results and involve risks and uncertainties that may cause actual
results 1o differ materially from the potential results discussed in the forward-looking statements. We are not obligated to update
forward-looking statements based on circumstances or events that occur in the future. Risks and uncertainties that may cause
such differences are listed in ltem 1A “Risk Factors” in our most recent Annual Report on Form 10-K filed with the Securities
and Exchange Commission. We undertake no obligations to revise or publicly release the results of any revision to these
forward-looking statements,

Use of Non-GAAP Financial Information

In addition to reporting financial results in accordance with U.S. generally accepted accounting principles, or U.S. GAAP, Lawson
Software reports non-GAAP financial results including non-GAAP revenues, operating income, operating margin, net income
{loss) and diluted net earnings per share. We believe these non-GAAP measures provide meaningful insight into our operating
performance and an alternative perspective of our results of operations. We use these non-GAAP measures to assess our
operating performance, to develop budgets, to serve as a measurement for incentive compensation awards and to manage
expenditures. Presentation of these non-GAAP measures allows investors to review our results of operations from the same
perspective as management and our Board of Directors. These non-GAAP financial measures provide investors an enhanced
understanding of our operations, facilitate investors' analysis and comparisons of our current and past results of operations,
facilitate comparisons of our operating results with those of our competitors and provide insight into the prospects of our future
performance. We also believe the non-GAAP measures are useful to investors because they provide supplemental information that
research analysts frequently use to analyze software companies including those that have recently made significant acquisitions.

The method we use to produce non-GAAP results is not in accordance with U.S. GAAP and may differ from the methods used

by other companies. These non-GAAP results should not be regarded as a substitute for corresponding U.S. GAAP measures but
instead should be utilized as a supplemental measure of operating performance in evaluating our business. Non-GAAP measures
do have limitations in they do not reflect certain items that may have a material impact upon our reported financial results. As
such, these non-GAAP measures should be viewed in conjunction with both our financial statements prepared in accordance with
U.S. GAAP and the reconciliation of the supplemental non-GAAP financial measures to the comparable U.S. GAAP results provided
for each period presented, which are included in our Management Discussion and Analysis on our most recent Annual Report on
Form 10-K filed with the Securities and Exchange Commisssion.

Reconciliation of GAAP Net Income to Non-GAAP Net Income (in USD Millions)

Fiscal year ended May 31 2006 2007 2008 2009 2010
GAAP net income $15.959 $(21.487) $9.322 $14.191 $13.024
Purchase accounting impact on revenues 2.342 11.430 1.670 0.538 5.747
Purchase accounting impact on consulting costs - 0.898 0.525 0.150 -
Amortization of purchased maintenance contracts 3.950 3.555 3.369 2.607 1.974
Stock-based compensation 6.303 7.654 6.741 8.519 17.026
Pre-merger claims reserve adjustment - - (3.827) (5.021) (0.661}
Acquisition transaction and integration costs 6.068 9.892 - - 1.571
Pension gain - - - - (1.850)
Restructuring 1.825 15.483 (0.731) 19.954 13.154
Amortization of acquired intangibles 6.013 26.054 25.988 19.934 22.877
Non-cash interest expense related to convertible debt - 0.923 7.386 7.948 8.486
Impairment on long-term investments - - 18.413 - -
Other 0.786 - - - -
Tax provision adjustment (9.228) (18.246) (9.037) (9.962) (12.703)

Non-GAAP net income $34.018 $36.156 $59.819 $58.858 $68.645




Stockholder Information

Meeting of Stockholders

The Lawson annual stockholder meeting will be held at
1 p.m. Central time Monday, October 18, 2010, at Lawson
corporate headquarters located at 380 Saint Peter Street,

Saint Paul. Minnesota.

Investor Information

Electronic copies of the Annual Report on Form 10-K
filed with the Securities and Exchange Commission and
other financial documents are available on our website at:

www lawson.com/investor.

Corporate Offices

Lawson Software. Inc.

380 Saint Peter Street
Saint Paul, MN 55102,
United States

Direct: 651-767-7000

Toli Free (U.S. and Canada):
800-477-1357

Lawson Investor Relations
e-Mall: investor@iawson.com
Phone: 651-767-4890

Independent Registered Accounting Firm
PricewaterhouseCoopers LLP

Stock Registrar and Transfer Agent

BNY Mellon Shareholder Services, LLC
480 Washington Boulevard

Jersey City, New Jersey

07310-1900, United States
1-888-213-0972

TDD for Hearing Impaired: 800-231-5469
Foreign Shareholders: 201-680-6578

10D for Foreign Shareholders: 201-680-6610
Web Site Address: www.bnymellon.com/shareholder/isd

Executive Officers

Harry Debes
President. Chicf Exceutive
Officer. Director

Stefan B. Schulz
Senigr Vice President,
Chief Financial Officer

Colin M. Balmforth

Group Executive Vice
President. General Industries
and Global Support

Jeffrey Comport
Senior Vice President. Product
Management

Dean J. Hager
Group Ixecutive Vice
Presidert, S3 Industries

Bruce B. McPheeters
Senior Vice President,
Secretary and

General Counsel

Paul Parish
Senior Vice President,
Chief Information Officar

Scott Swoish
bxecutive Vice Fresident,
Global Services

Guenther Tolkmit
Seniar Vice President,
Product Development

Kristin E. Trecker
Senior Vice President,
Human Resources

Eric Verniaut
Executive Vice President
Industry Group

Travis White
Senior Vice President.
Marketing

Board of Directors

H. Richard Lawson
Co-Chairman of the Board
Co-Founder and Former
Chief Fxecutive Officer

| awson Software Inc.

Dr. Romesh Wadhwani
Co-Chairman of the Board
Founder ard Managing
Partner, Symphony
Tachnology Group

Steven C. Chang
Partner and Co-Founder,
Clearlake Capital Group

Harry Debes
President and Chict Executive
Officer, | awson Software, inc.

Peter Gyenes

Former Chairman ard
Chief Executive Officer,
Ascential Software

David R. Hubers

Former Chairman and Chief
Executive Officer. Ametican
Express Financial Advisors Inc.

Michael A. Rocca

Former Senior Vice President
and Chict Financial Officer.
Mallinckrodt Inc.

Robert A. Schriesheim
Chief Financial Officer at
Hewitt Associates

Paul Wahl

Former President and
Chiet Operating Ofticer,
Siebel Systems, Inc.
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Headquarters:

Americas

Brazil. Chile, Canada,
Mexico. Honduras,
United States, Venezuela

Asia

China, Hong Kong,

India, Indonesia, Japan.
Korea, Malaysia, Philippines,
Singapore, Sri Lanka,
Taiwan, Thailand, Vietnam

Australia & Oceania
Australia, New Zealand

Northern Europe
Denmark, Estonia, Finland,
Norway, Sweden

Northwestern Europe
Belgium, The Netherlands,
Ireland, United Kingdom

Central Europe
Austria. Czech Republic,
Germany, Hungary,

Poland, Remania, Russia,
Slovakia, Switzerland, Turkey

Southern Europe
France, Greece, ltaly,
Portugal, Spain

Middle East & Africa
Egypt. Israel, Morroco,

South Africa, Tanzania

United Arab Emirates
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USA

380 St. Peter Street

St. Paul, MN 55102-1302
Tel +1 651 767 7000
info@lawson.com

United States
Tel +1 651 767 7000
infous@lawson.com

Singapore

Tel +65 6788 8769
Fax +65 6788 8757
infoasia@lawson.com

Australia

Tel +61 2 9468 8900
Fax +61 2 9468 9199
infoanz@lawson.com

Sweden

Tel +46 8 5552 5000
Fax +46 8 5552 5999
infonordic@lawson.com

United Kingdom
Tel +44 1344 360273
Fax +44 1344 868351
infonw@lawson.com

Germany

Tel +49 2103 89060
Fax +49 2103 8906 199
infoce@lawson.com

France

Tel +33 1 34 20 80 00
Fax +33 1 40 39 25 07
infoso@lawson.com

Partner Contact

Tel +44 1344 360273
Fax +44 1344 868351
infome@lawson.com

www.lawson.com



