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PARTI. FINANCIAL INFORMATION
Item 1. Financials Statements

ACXIOM CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

(Dollars in thousands)

ASSETS
Current assets:
Cash and cash equivalents
Trade accounts receivable, net
Deferred income taxes
Other current assets
Total current assets

Property and equipment
Less — accumulated depreciation and amortization
Property and equipment, net
Software, net of accumulated amortization
Goodwill
Purchased software licenses, net of accumulated amortization
Unbilled and notes receivable, excluding current portions
Deferred costs, net of accumulated amortization
Data acquisition costs, net of accumulated amortization
Other assets, net

LIABILITIES AND STOCKHOLDERS® EQUITY

Current liabilities:
Current mstallments of long-term obligations
Trade accounts payable
Accrued expenses:
Payroll
Other
Deferred revenue
Income taxes

Total current liabilities
Long-term obligations:
Long-term debt and capital leases, net of current installments
Software and data licenses, net of current installments

Total long-term obligations

Deferred income taxes
Commitments and contingencies (note 11)
Stockholders' equity:
Common stock
Additional paid-in capital
Unearned share-based compensation
Retained earnings
Accumulated other comprehensive income
Treasury stock, at cost

Total stockholders' equity

See accompanying notes to condensed consolidated financial statements.

December 31, March 31,
2006_ 2006

3 88,014 $ 7,705
276,061 261,624
24,452 24,587

53,437 44 937
441,964 338,853
713,235 662,948
397,261 329,177
315,974 333,771
40,319 45,509
500,639 472,401
149,982 155,518

17,466 19,139
130,016 112,817
35,241 40,828

19,504 21,662

3 1,651,105 b 1,540,498
$ 100,801 $ 93,518
41,343 44,144

28,318 32,139

79,166 81,428

99,606 123,916

7,055 4,845

356,289 379,990
688,381 353,692
20,353 22723
708,734 376,415
77,043 71,916

11,103 10,946
709,983 677,026
- (1,941)

461,276 410,278
15,670 2,205
{688.,993) (392,337)
509,039 706,177

$ 1,651,105 $ 1,540,498




ACXIOM CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
{(Dollars in thousands, except per share amounts)
For the Three Months ended

December 31
2006 2005
Revenue:
Services $ 265,798 § 263,266
Data 87,043 84,165
Total revenue 352,841 347,431
Operating costs and expenses;
Cost of revenue
Services 199,704 189,502
Data 53,004 48,799
Total cost of revenue 252,708 238,301
Selling, general and administrative 49,065 57,625
(Gains, losses and othier items, net (223) {1,202)
Total operating costs and expenses 301,548 294,724
Income from operations 51,293 52,707
Other income (expense), net:
Interest expense (14911) {8,635)
Other, net 1,157 (71)
Total other income (expense), net {13,754) (8,706)
Earnings before income taxes 37,539 44,001
Income taxes 12,594 16,720
Net earnings $ 24,945 $ 27,281
Earnings per share:
Basic b3 0.32 3 0.32
Diluted $ 0.31 $ 0.31

See accompanying notes to condensed consolidated financial statements.




ACXIOM CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
{(Unaudited)

{Dollars in thousands, except per share amounts)

For the Nine Months ended
December 31, 2006
2006 2005
Revenue:
Services b 793,789  § 754,958
Data 244,076 233,267
Total revenue 1,037,865 088,225
Operating costs and expenses:
Cost of revenue
Services 597,161 575,734
Data 153,638 149,808
Total cost of revenue 750,799 725,542
Selling, general and admiinistrative 157,818 166,227
Gains, losses and other items, net (225) 9,960
Total operating costs and expenses 908,392 901,729
Income from operations 129473 86,496
Other income (expense), net:
Interest expense (31,630) (21,213)
Other, net , 4,489 1,870
Total other income (expense), net (27,141 {19,343)
Earnings before income taxes 102,332 67,153
Income taxes 37,863 26,084
Net earnings $ 64,469 % 41,069
Earnings per share:
Basic $ 077§ 0.47
Diluted $ 075 ¢ 0.45

See accompanying notes 1o condensed consolidated financial statements.
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ACXIOM CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

{Unaudited)
(Dollars in thousands)
Cash flows from operating activities;
Net earnings
Adjustments to reconcile net ¢amings to net cash provided by operating
activities:

Depreciation, amortization and impairment of long-lived assets
Gam on disposal or impairment of assets, net
Deferred income taxes
Non-cash share-based compensation expense
Changes in operating assets and liabilities:

Accounts receivable, net

Other assets

Accounts payable and other liabilities

Deferred revenue

Net cash provided by operating activities

Cash flows from investing activities:
Disposition of operations
Sale of assets
Payments received from investments
Capitalized software development costs
Capital expenditures
Cash collected from the sale and license of software
Deferral of costs and data acquisition costs
Net cash paid in acquisitions
Net cash used in investing activities

Cash flows from financing activities;
Proceeds from debt
Payments of debt
Dividends paid
Sale of common stock
Acqguisition of treasury stock
Tax benefit of stock options and warrants exercised
Net cash used in financing activities
Effect of exchange rate changes on cash
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of pertod

Cash and cash equivalents at end of period

For the Nine Months erded
December 31
2006 2005
b 64469 % 41,069
170,379 172,350
(1,483) (1,451)
(975) 12,401
2,699 967
(15,768) (13,838)
(2,159) (21,747)
(7,844) 2,791
(25,900 9,133
183,418 201,675
- 4,844
- 5,123
2,708 2,855
(19,443) (16,686)
(5,995) (6,355)
10,000 20,000
(49,595) (54,498)
(14,400) (144,509)
(76,725) (189,226)
649,756 423,122
{393,742) (216,041)
(13,471) (13,068)
25,801 31,611
(299,301) (231.,867)
4,081 -
(26,876) (6.,243)
492 (485)
80,309 5,721
7,705 4,185
$ 88,014 § 9.906




CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS {Continved)
(Unaudited)

(Dollars in thousands) -
For the Nine Months ended

Décember 31
2006 2085
Supplemental cash flow information:
Cash paid (received) during the period for:
Interest 3 31,375 & 18,405
Income taxes 31,027 (376)
Payments on capital leases and installment payment arrangements 57,556 53,890
Payments on software and data license liabilities 21,151 23,610
"Other debt payments, excluding line of credit 6,632 5,506
Nencash investing and financing activities:
Issuance of options for acquisition - 7,541
Enterprise software licenses acquired under software obligation 15,266 8,380
Acquisition of property and equipment under capital leases and
installment payment arrangements 44,454 70,377
Construction and other financing 18,167 7,200
Issnance of common stock for acquisition 3,610 -

See accompanying notes to condensed consolidated financial statements.




ACXIOM CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
{Unaudited)

1. BASTS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of presentation

These condensed consolidated financial statements have been prepared by Acxiom Corporation (‘Registrant”, “Acxiom” or
the “Cempany™), without audit, pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”
or the “Commission”). In the opinion of the Registrant’s management all adjustments necessary for a fair presentation of
the results for the periods included have been made and the disclosures are adequate to make the information presented not
misleading. All such adjustments are of a normal recurring nature. Certain note information has been omitted because it
has not changed significantly from that reflected in notes 1 through 22 of the Notes to Consolidated Financial Statements
filed as part of Item 8 of the Registrant’s annual report on Form 10-K for the fiscal vear ended March 31, 2006 (“2006
Annual Report™), as filed with the Commission on June 14, 2006. This report and the accompanying condensed
consolidated financial statements should be read in commection with the 2006 Annual Report. The financial information
contamed in this report is not necessarily mdicative of the results to be expected for any other period or for the full fiscal
year ending March 31, 2007.

Management of the Company has made a number of estimates and assumptions relating to the reporting of assets and
liabilities and the disclosure of contingent assets and liabilities to prepare these condensed consolidated financial statements
in conformity with accounting principles generally accepted in the United States. Actual results could differ from those
estimates. Certain of the accounting policies used in the preparation of these condensed consolidated financial statements
are complex and require management to make judgments and/or significant estimates regarding amouints reported or
disclosed in these financial statements. Additionally, the application of certain of these accounting policies is governed by
complex accounting principles and interpretations. A discussion of the Company’s significant accounting principles and
their application is included in note 1 to the consolidated financial statements for the year ended March 31, 2006 and in
Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations, to the Company’s 2006
Annual Report.

Certain prior year amounts have been reclassified to conform to the current year presentation. Such reclassifications had
no effect on the prior year’s net earnings as previously reported.

Accounting change

The Financial Accounting Standards Board (“FASB®) issued Statement of Financial Agcounting Standards No. 123
(Revised 2004), “Share-Based Payment” (“SFAS 123R™) which requires compensation cost related to stock options and
other share-based payments be recognized in the financial statements. The Company adopted SFAS 123R, effective April
1, 2006, using the modified prospective transition method and, therefore, has not restated results for prior periods. Under
the modified prospective method, compensation cost must be recognized for all share-based payments granted after the
adoption of SFAS 123R and for all awards granted prior to the adoption date which remat unvested on the adoption date.
During the fiscal year ended March 31, 2005, and prior to adoption of SFAS 123R, the Company accelerated vesting of
substantially all univested options. Remaining unvested share-based compensation granted prior to April 1, 2006 relates to
options granted to outside directors which were not accelerated, options held by certain termunated associates that will be
forfeited or cancelled with the passage of time, options 1ssued as a result of the DI acquisition {see note 4), and restricted
stock units granted during fiscal 2006.

New accounting pronouncements

The FASB issued Interpretation No. 48 (“FIN 48} in June, 2006, FIN 48 requires a company 1o use a more-likely-than-
not standard in recognizing the benefit of a position taken in a tax return. FIN 48 will be effective for the Company
beginning April 1, 2007. Any adjustment required by the implementation of FIN 48 will be reflected as an adjustment to
the balance of retained earnings as a change in accounting principle, The Company has not yet assessed the impact of
applying FIN 48 to its tax positions.




The FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value Measurements” (“SFAS 1577) in
September 2006. SFAS 157 defines fair value, establishes a framework for measuring fair value, and expands disclosures
about fair value measurements, but does not require any new fair value measurements. ‘SFAS 157 will be effective for
Acxiom as of April 1, 2008 and will be applied prospectively. Management does not believe implementation of this
standard will have a significant impact on the Company, except for requiring expanded disclosures.

The FASB issued Statement of Financial Accounting Standards No. 158, “Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans” (“SFAS 158”) in September 2006. SFAS 158 requires an employer to recognize
the over-funded or under-funded status of a defined benefit postretirement plan as an asset or liability in its statement of
financial position and to recognize changes mn that funded status in the year in which the changes occur through other
comprehensive income. SFAS 158 also requires the funded status of the plan to be measured at the date of the year-end
balance sheet. SFAS 158 will be effective for Acxiom as of March 31, 2007. Acxiom only has two small defined-benefit
pension plans covering certain Buropean employees. If SFAS 158 had been applied at March 31, 2006, the Company
would have been required to record an additional liability of $0.5 million with an offset to other comprehensive income.
Management cannot yet estimate the entry required at March 31, 2007, but it is not expected to be materjally different. The
Company already measures the funded status of its plans as of the year-end balance sheet date.

In September 2006, the staff of the SEC issued Staff Accounting Bulletin No. 108 (“SAB 108”). SAB 108 generally
requires registrants to evaluate the materiality of erross mn financial statements using both the “rollover” method and the
“iron curtain” method which are methods of evaluating errors originating in a prior year on the curfent-year financial
statements. SAB 108 provides that if initial application requires the registrant to restate prior-year financial statements, the
registrant may reflect the changes to years ending before November 15, 2006 using a cumulative-effect adjustment rather
than restating prior years. Management does not expect implementation of SAB 108 to require any restatement or
cumulative-effect adjustment to prior years.

2. EARNINGS PER SHARE AND STOCKHOILDERS’ EQUITY:

Earnings Per Share

A reconciliation of the numerator and denominator of basic and diluted earnings per share is shown below (in thousands,
except per share amounts):

For the quarter ended For the nine months ended
December 31 December 31
2006 2005 2006 2005
Basic earnings per share:
Numerator — net earnings h 24,945 $ 27,281 h 64,469 $ 41,069
Denominator — weighted-average shares
ouistanding ) 77,717 85,203 83,957 87,748
Basic earmungs per share 3 032 8§ 032 077 % 0.47
Dilated earnings per share:
Numerator — net earnings $ 24945  § 27,281 $ 64,469 $ 41,069

Denominator:

Weighted-average shares

outstanding 77,717 85,203 83,957 87,748
Dilutive effect of commeon stock

options, warrants,

and restricted stock as computed

under the
treasury stock method 2,238 2,923 2,237 2,691
79,955 87.926 86,194 90,439
Diluted earnings per share 5 0.31 b 0.31 $ 0.75 3 0.45
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At December 31, 2006, the Company had options and warrants outstanding providing for the purchase of approximately
13.8 million shares of common stock. Options and warrants that were outstanding during the petiods presented, but were
not included in the computation of diluted earnings per share because the exercise price was greater than the average
market price of the common shares are shown below (in thousands, except per share amounts):

For the quarter ended For the nine months ended
December 31 December 31
2006 2005 2006 . 2005
Number of shares outstanding under options
and warrants 2,831 7,009 2,940 7,864
Range of exercise prices $25.44 - $268.55 $22.10 - $268.55 $25.00 - $268.55 $19.58 - $268.55

In addition to options and warrants, the Company had 0.5 million restricted stock units outstanding at December 31, 2006,
all of which were dilutive and included in the computation of diluted earnmgs per share.

Stockholders’ Equity

The Company repurchased 11.1 miltion of its common shares for approxumately $283.9 million through a Dutch. Auction
Self Tender (“DAST”) which closed on September 12, 2006. Borrowings under the new credit facility, which closed
September 15, 2006 (see note 7), were used to fund the DAST and retire existing debt.

During the nine months ended December-31, 2006, 0.6 million shares were also repurchased pursuant to the Company’s
common stock repurchase program for an aggregate purchase price of $13.9 million. Cash paid for repurchases of $15.4
million differs from the aggregate purchase price due to a trade at the end of the prior reporting period, which was settled
shortly afier the end of the period. At December 31, 2006, the maximum dollar value of shares that may yet be purchased
under the program is $146.0 million.

'The Company paid dividends on its common stock i the amount of $0.16 per share during the nine months ended
December 31, 2006 and $0.15 per share in the nine months ended Decemiber 31, 2005.

3, SHARE-BASED COMPENSATION:

New Accounting Pronouncement

In December 2004, the FASB issued a revised Statement of Financial Accounting Standards No. 123, “Share-Based
Payment” (“SFAS 123R”). SFAS 123R as originally issued required adoption by the Company in the second quarter of
fiscal 2006. Subsequent to issuance of the statement, the effective date was delayed until the beginning of the next fiscal
year, which began April 1, 2006.

SFAS 123R requires the cost of employee services received in exchange for an award of equity mstruments (including
stock options) based on the grant-date fair value of the award to be recognized in the statement of earnings over the service
period of the award. Prior to April 1, 2006 the Company accounted for its stock options under the provisions of
Accounting Principles Board Opinion No. 25 and related interpretations, under which no compensation cost had been
historically recognized by the Company for any of its stock options except for certain in-the-money stock options issned as
a result of the DI acquisition (see note 4). SFAS 123R sapersedes Opinion No. 25 and eliminates the use of the intrinsic
value method previously used by the Company.
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Changes in Share-based Compensation

Historical Share-based Compensation

When the Company first bégan granting premiom-priced options in 1993, the options had vesting pertods of nine years and
were granted one-fourth at market value, one-fourth at 2 50% premium over market, and one-half at a 100% premium over
market. In 1997, in order to make the plan more competitive, the compensation committee changed the percentages so that
one-half of all long-term incentive (“L'TT”) grants were made at market, with one-fourth at a 50% premium over market,
and with one-fourth at a 100% premmm over market. In 1999, again to address the competitiveness of the plan, the
committee changed the premium levels so that one-half of the LTI grants were made at market, with one-fourth being made
at a 25% premium over market, and one-fourth at a 50% premium over market. Also in 1999, the Company changed the
vesting period from nine to six years. In fiscal 2004 the Company ceased issuing premium-priced options and issued ail
subsequent option grants at the market price on the date of issue,

The Company’s intent in implementing the original 1993 stock option program as well as the subsequent versions of the
program was to align its leaders’ interest with stockholders” interests, and to motivate, retain and attract key leaders. The
Company believes that this goal was achieved through the implementation of premium-priced options and long vesting
periods, which are substantially longer than the vesting periods used at inost companies. However, as a result of SFAS
123R, the Company would have been required to recognize expense for options granted a nureber of vears earlier. In fact,
SFAS 123R would have required the Company to recognize expense for options granted as far back as 1997.

Accelerated Vesting

During the third quarter of fiscal 2005, the compensation commattee of the board of directors voted to vest the unvested 2.1
million options which were then out of the money with option prices greater than $22.33. Then during the fourth quarter of
fiscal 2005, the board of directors authorized the acceleration of vesting of all of the Company’s outstanding unvested
stock options except for those granted to the outside directors of the Company and except for those held by terminated
associates which will be forfeited or cancelled with the passage of time. The accelerated vesting was effective at the close
of business on March 24, 2005. The closing price of the Company’s common stock 'on the Nasdaq National Market
Quotation System used for measurement of compensation as of the date of acceleration was $21.37. As a result of the
acceleration, options to purchase approximately 4.9 million shares of the Company’s common stock, which otherwise
would have vested from time to time over the following six years, became fully vested. All other terms and conditions
applicable to these stock option grants remain in effect,

The decision to accelerate the vesting of these options was made primarily to avoid recognizing compensation expense in
the consolidated statement of operations in future financial statements upon the adoption of SFAS 123R. By accelerating
the vesting of these options, the Company recognized approximately $3.6 million of compensation expense i the fourth
quarter of fiscal 2005. The Company believes that the acceleration of vesting eliminated the need for recognizing future
compensation cxpense, in either the financial statements or the pro forma footnote disclosure, of approximately $11.7
million in fiscal 2006; $11.2 million in fiscal 2007; $8.2 million m fiscal 2008; and a total of $6.,5 million over the
following three fiscal years. The expenses which otherwise would have been incurred but for the acceleration are reported
in the Company’s fiscal year 2005 financial statements in the pro forma footnote disclosure as petmitted under the
provisions of SFAS 123 prior to its revision,

Changes in Share-based Compensation Plan

At the 2005 annual meeting, the Company’s stockholders approved revisions to its share-based compensation plan. Under
the revised plan, other forms of equity compensation, such as restricted stock and restricted stock units, are available for
grant under the plan. These alternatives are currently expected to be utilized as the Company’s primary LTI vehicle in
amounts which should result in stgnificantly less ditation than the former LTI stock option program.

Adoption of FAS 123R

The Company adopted SFAS 123R, effective April 1, 2006, using the modified prospective transition method and therefore
has not restated results for prior periods. Under the modified prospective method, compensation cost must be recognized
for alt share-based payments granted after the adoption of SFAS 123R and for all awards granted prior to the adoption date
which remam unvested on the adoption date. As discussed above, substantially all of the Company’s existing options were
vested prior to adoption of SFAS 123R.
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Share-based Compensation Plans

Options and Equity Compensation

The Company has stock option plans and equity compensation plans (collectively referred 10 as the “share-based plans”)
administered by the compensation committee of the board of directors under which options and restricted stock units were
outstanding as of December 31, 2006.

The Company has reserved 30.1 million shares of the Company’s commuon stock for awards pursuant to the Compary’s
share-based plans of which approximately 0.7 million shares were available for grant at December 31, 2006.

The Company’s 2005 Equity Compensation Plan provides that all associates (employees, officers, directors, affiliates,
independent contractors or consultants) are eligible to receive awards (grant of any option, stock appreciation right,
restricted stock award, restricted stock unit award, performance award, performance share, performance unit, qualified
performance-based award, or other stock unit award) pursuant to the plan with the terms and conditions applicable to an
award set forth in applicable grant documents. While restricted stock and/or restricted stock units will likely be the primary
LTI vehicle going forward, some stock options have been and may continue to be granted. The compensation commitice
of the board of directors will continue to take external market and regulatory developments into consideration when
determining the Company’s LTI practices and may further update its guidelines so as to better align share-based
compensation with the Company’s business strategies and with stockholder interests.

Incentive stock option awards granted pursuant to the share-based plans cannot be granted with an exercise price less than
100% of the per-share market value of the Company’s shares at the date of grant and have a maximum duration of ten
years from the date of grant. Board policy currently requires that nonqualified options be priced at or above the fair market
value of the common stock at the time of grant with a maximum duration of ten years.

Restricted stock units may be issued pursuant to the 2005 Equity Compensation Plan and represent the right to receive
shares in the future by way of an award agreement which includes vesting provisions. Award agreements can further
provide for forfeitures triggered by certain prohibited activities, such as breach of confidentiality. All restricted stock units
will be expensed over the vesting period as adjusted for estimated forfeitures.

The Company receives mcome tax deductions as a result of the exercise of stock options and the vesting of restricted stock
units. Under the provisions of SFAS 123R, the tax benefit of share-based compensation expense in excess of the book
compensation expense 1s reflected as a financing cash inflow and an operating cash outflow included in changes m
operating assets and liabilities. The Company has elected the short-cut method in accounting for the tax benefits of share-
based payment awards.

Qualified Employee Stock Purchase Plan

In addition to the share-based plans, the Company maintains a qualified employee stock purchase plan (“ESPP”) that
perinits substantially all employees to purchase shares of common stock at 85% of the market price. The number of shares
available for issuance at December 31, 2006 was approximately 1.8 million. Approxumately 130,000 shares were
purchased under the ESPP during the nine months ended December 31, 2006. The total expense to the Comparny in the
nine months ended December 31, 2006 for the discount to the market price was approximately $0.5 million.
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Pro-forma Earnings Per Share

Prior to April 1, 2006, the Company accounted for its stock options under the intrinsic value provisions of APB 25, Asa
result of the acquisition of DI (note 4) in fiscal 2006, the Company issued options to DI associates that are in-the-money,
resulting in compensation cost under APB 25. Had compensation cost for options granted been determined on the basis of
the fair value of the awards at the date of grant, consistent with the methodology prescribed by SFAS 123 prior to is
revision, the Company’s consolidated net earnings would have been reduced to the following unaudited pro forma amounts
for the following pertods (in thousands, except per share amounts):

For the nihe months

For the quarter ended ended
December 31, 2005 December 31, 2005
Net earnings, as reported $ 27,281 $ 41,069
Plus: share-based employee compensation expense mcluded in
determination of net income, net of income tax benefit 215 600
Less: share-based employee compensation expense under fair value
based method, net of income tax benefit (601) (1,599
Pro forma net earnings b 26,895 $ 40,070
Earnings per share:
Basic — as reported 3 0.32 $ 0.47
Basic — pro forma $ 0,32 $ 0.46
Diluted — as reported $ 0.31 3 0.45
Dilated — pro forma $ 0.31 § 0.44

Stock Option Activity

The per-share weighted-average fair value of stock options granted during the nime months ended December 3 1, 2006 was
$9.45 on the date of grant using a lattice option pricing model with the following weighted-average assumptions: dividend
yield of 1.0%; risk-free interest rate of 4.6%; expected option life of 8.7 years and expected volatility of 25%. The per-
share weighted-average fair value of stock options granted during the nine months ended December 3 1, 2005 was $3.80 on
the date of grant using the Black-Scholes option pricing model with the following weighted-average assumptions: dividend
vield of 1.0%; risk-free interest rate of 4.0%; expected option life of 3 years and expected volatility of 24%.

Total expense related to stock options for the nine months ended December 31, 2006 was approximately $1.3 million.
Future expense for these options is expected to be approximately $5.8 million over the next three years.

Option activity for the nine months ended December 31, 2006 was as follows:

Weighted-average

‘Weighted-average remaining Aggregate
Number exercise price contractual term intrinsic value
of shares per share (in years) {in thousands)
Outstanding at March 31, 2006 13,058,191 % 20.91
Granted 435,000 §$ 25.00
Exercised (1,105,956) $ 15.68 $ 11,026
Forfeited or cancelled (54,712 $ 27.00
Outstanding at December 31, 2006 12,332,523 § 21.47 875 § 51,587
Exercisable at December 31, 2006 11,748,763 § 21.48 8.64 § 48,969
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Non-vested stock options as of March 31, 2006 and changes during the nine-month period ended December 31, 2006 were
as follows:

Weighted-average

Weighted-average remaining Aggregate
Number exercise price contractual term intrinsic value
of shares per share (in years) (in thousands)
Outstanding at March 31, 2006 268,810 § 9.88
Granted 435,000 §$ 25.00
Vested (83,335) $ 9.07
Forfeited or cancelled (36,715} § 11.40
Outstanding at December 31, 2006 583,760 $ 21.17 10.83 § 2,618

The aggregate intrinsic value at the period end in the tables above represents the total pre-tax intrinsic value (the difference
between Acxiom’s closing stock price on the last trading day of its third quarter of fiscal 2007 and the exercise price for
each in-the-money option) that would have been received by the optien holders had option holders exercised their options
on December 31, 2006. This amount changes based upon changes in the fair market value of Acxiom’s stock.

Following is a summary of stock options outstanding and exercisable as of December 31, 2006:

Options outstanding Options exercisable
Range of Weighted- average Weighted-average Weighted-average
exercise price Options remaining exercise price Options exercise piice

per share outstanding contractual life per share exercisable per share
$ 0.11-% 9.62 229,166 7.06 years $ 6.33 130,832 g 5.78
$ 10.17-8 14.68 2,076,001 9.41 years A 12.27 2,046,608 $ 12.26
$ 1500-5 19.82 2,891,644 8.52 years $ 16.59 2,874,753 3 16.58
$ 20.12-% 2453 3,872,114 9.25 years $ 22.81 3,867,972 3 2281
$ 25.00-% 29.30 2,018,893 8.55 years $ 26.31 1,583,893 b 26.67
$3093-% 39.12 906,767 7.15 years $ 35.70 006,767 $ 35.70
% 40.50-8% 75.55 331,989 7.46 years $ 44.71 331,989 $ 44.71
3168.61 - $268.55 5,949 3.16 vears $ 197.60 5,949 $ 197.60
12,332,523 8.75 years 3 21.47 11,748,763 $ 21.48

Restricted Stock Unit Activity i -
Non-vested restricted stock units as of March 31, 2006 and changes during the nine months ended December 31, 2006
were as follows:

Weighted average
fair value ‘Weighted-average
per share at remaining
Number grant date contractual term
of shares (in thousands) (in years)
Outstanding at March 31, 2006 75,000 § 20.87 3.09
Granted 424250 § 24.40 3.76
Vested (18,750) $ 20.87
Forfeited or cancelled (500) § 24.65
Outstanding at December 31, 2006 480,000 § 24.01 3.66

During fiscal 2006, the Company issued restricted stock units covering 75,000 shares of common stock with a value at the
date of grant of $1.6 million. During the nine months ending December 31, 2006 the Company issued restricted stock units
covering 424,250 shares of common stock with a value at the date of grant of $10.4 mdllion. The value at the date of grant
is determined by reference to quoted market prices for the shares, less a small calculated discount to reflect the fact that the
restricted shares do not pay dividends until they are vested. Restricted stock units vest in equal annual increments over
four years. The expense related to restricted stock m the nine months ended December 31, 2006 was $1.0 million. Future
expense for these restricted stock units is expected to be approximately $10.2 million over the next four years,
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4. ACQUISITIONS AND DIVESTITURES:

On December 29, 2006, the Company completed the acquisition of certain assets of the Equitec division of Henry Group,
Ltd. (“Equutec”), a consulting and analytics company headquartered in Cleveland, Ohio. The Company paid approximately
$14.4 million in cash for Equitec, and the Company issued shares of the Company’s common stock with an approximate
value of $3.6 million. The Company has omitted pro forma disclosure related to this acquisition as the pro forma effect of
this acquisition is not material to the Company’s consolidated results for any of the periods presented. The $18.0 million
purchase price paid for Equitec does not include amounts, if any, payable pursuant to the terms and conditions of an
earnout agreement under which the Company may pay up to an additional $12 million based on Equitec’s achievement of
certain operating targets over the period ending March 31, 2009. Equitec’s-results of opérations will be included in the
Company’s consolidated results beginning Jannary 1, 2007,

In August 2005, the Company completed the acquisition of InsightAmerica, Inc. (“IA”), a privately held company based in
Broomfield, Colorado. 1A specializes in fraud prevention and risk mitigation services. The Company patd approximately
$34.6 million in cash for IA, net of cash acquired, and not including amounts, if any, payable pursuant to the terms and
conditions of an earnout agreement. The Company paid an additional $2.4 million during the quarter ending December 31,
2005 relating to the earnout agreement. Under the provisions of the earnout agreement, the Company may pay up to-an
additional $7.6 million based on IA’s achievement of certain quarterly revenue and earnings targets over the period ending
December 31, 2006. IA’s results of operations are included in the Company’s consolidated results beginning August 1,
2005. TA’s total annual revenues for their fiscal year ended December 31, 2004 were approximately $18 million. The
Company has omitted pro forma disclosure related to this acquisition as the pro forma effect of this acquisition 1s not
material to the Company’s consolidated results for any of the periods presented.

In May 20035, the Company completed the acquisition of Digital mpact, Inc. (“DI”). DI is a provider of integrated digital
marketing solutions and is based in San Mateo, California, Management believes DI provides the Company with
capabilities that are complementary to the Company’s existing service offerings. The Company paid approximately $106.9
million in cash for DI, net of cash acquired. DI’s results of operations are included in the Company’s consolidated results
beginning May 1, 2005. DI’s total annual revenues were approximately $435 million at the date of purchase. The Company
has omitted pro forma disclosure related to this acquisition as the pro forma effect of this acquisition is not material to the
Company’s consolidated results for any of the periods presented.

The following table shows the allocation of Equitec, LA and DI purchase prices to assets acquired and liabilities assumed
(dollars 10 thousands):

Equitec TIA D
Assets acquired: '
Cash $ - 3 541§ 27,025
Goodwill 17,931 29,085 101,360
Other intangible assets - 7,000 20,800
Other current and noncurrent assets 79 6,716 14,390
18,010 43,342 163,575
Accounts payable, accrued expenses and capital leases assumed - 5,850 17,317
Net assets acquired 18,010 37,492 146,258
Less:
Cash acquired - 541 27,025
Issnance of Acxiom common stock 3,610 - -
Issuance of vested stock options - - 7,541
Payments to be made for restricted stock - - 4,768
Net cash paid 3 14,400 § 36,951 § 106,924

The amounts allocated to other intangible assets in the table above include software, customer relationship intangibles, and
databases. None of the amounts allocated to goodwill or other intangible assets for the IA or DI acquisitions are deductible
for tax purposes. The amounts allocated to goodwill for the Equitec acquisition are expected to be deductible. The
allocation of purchase price for the Equitec acquusition is subject to adjustment as the Company makes the final
determination of the fair values assigned to acquired assets and Habilities.
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As a result of the DI acquisition and the Claritas Burope and Consodata acquisitions in fiscal 2004 and 2005, management
formulated plans to consolidate certain facilities, eliminate duplicative operations, and terminate or relocate certain
associates. The Company recorded aggregate accruals in other accrued liabilifies for the estimated costs of the integration
process, including lease termination costs, costs of terminating or relocating associates, and for other contract termination
costs. The table below shows adjustments and payments related to these accruals during the nine months ended December
31, 2006. Any future adjustments to these plans may result in future expense or in a decrease to the goodwill recorded for
the acquisitions.

(dollars m thousands) Associate-related Lease and related Other contract
reserves reserves. termination reserves Total
Balance at March 31, 2006 $ 1,161 $ 4,879 3 1,283 $ 7,323
Payments (561) (3,231) (164) (3,956)
Change m foreign currency translation
adfustment 40 247 113 400
Balance at December 31, 2006 $ _ 640 $ 1,805 $ 1,232 § 3,767

The remaining reserve balances are expected to be paid through approximately April 2008,

Gains, Losses and Other Items

Gams, losses and other items for the periods presented are as follows (dollars in thousands):

For the quarter ended For the nine months ended
December 31 December 31
2006 : 2005 2006 2005
{Gains)/losses on divestitures $ - $ 774y $ - § 1,704
Restructuring charges and adjustments
{(note 10) - 24 - 13,043
Leased atrplane disposal - - - (1,548)
Gain on sale of building - - - (2,787)
Montgomery Ward recovery (225) (452) (225) {452)
b (225) % (1,202) § (225)  § 9,960
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5. OTHER CURRENT AND NONCURRENT ASSETS:

Unbilled and notes receivable are from the sales of software, data licenses, and equipment and from the sale of divested

operations, net of the current portions of such receivables. Other current assets include the current portion of the unbilled
and notes receivable of $11.6 muttion and $8.2 million at December 31, 2006 and March 31, 2006, respectively. Except as
disclosed below, there are no allowances recorded against any of the unbilled and notes receivable (dollars in thousands).

Note receivable from DMI, net of future credits of $0.5 million at December 31,

2006 and $0.7 million at March 31, 2006
Notes receivable from other divestitures

Notes receivable from divestitures
Less current portion

Long-term portion

Unbilled and notes receivable arising from operations
Less current portion

Long-term portion

Unbilled and notes receivable, excluding current portions

Other current assets consist of the following (dollars in thousands):

Current portion of unbilled and notes receivable
Prepaid expenses
Non-trade receivables
Other miscellaneous assets
Other current assets

Other noncurrent assets consist of the following (dollars in thousands):

Investments in marketable and nonmarketable securitics
Acquired intangible assets, net
Other miscellaneous noncurrent assets

Other assets

December 31, March 31,
2006 2006
5 1,898 $ 1,988
3,276 4,005
5,174 5,693
3,976 683
1,198 5,310
23,871 21,387
7,603 7,558
16,268 13,829
3 17,466 3 19,139
December 31, March 31,
2006 2006
$ 11,579  § 8,241
20,274 20,896
4,915 1,143
16,669 14,657
$ 53437 % 44,937
December 31, March 31,
2006 2006
$ 4215 § 4,949
11,681 13,849
3,608 2,864
$ 19,504 $ 21,662

The acquired intangible assets noted above mclude customer relationship intangibles acquired through purchase

acquisitions, net of accumulated amortization.

During the nine months ended December 31, 2006, the Company recorded a gain on sale of an investment of $1.6 million
which is meluded in Other, net i the accompanying condensed consolidated statement of operations.
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6. GOODWILL:

Goodwill represents the excess of acquisition costs over the fair values of net assets acquired in business combinations.
Goodwill is reviewed at least annually for impairment under a two-part test. Impairment exists to the extent that the
reporting unit’s recorded goodwill exceeds the residual fair value assigned to such goodwill. Any impairment that results
from the completion of the two-part test is recorded as a charge to operations during the period in which the impairment
test is completed. Completion of the Company’s most recent annual impairment test during the quarter ended June 30,
2006 indicated that no potential impairment of its goodwill balances existed as of April 1, 2006,

The carrying amount of goodwill, by business segment, as of March 31, 2006 and December 31, 2006 is presented in the
following table.

{dollars in thousands) US Services International
and Data Services and Data Total

Balance at March 31, 2006 5 344,877  $ 127,524 % 472,401
Purchase adjustments 458 - 458
Equitec acqusition 17,931 - 17,931
Change in foreign currency translation adjustment - 9,849 9,849
Balance at December 31, 2006 $ 363,266 $ 137373 § 500,639
7. LONG-TERM OBLIGATIONS:

Long-term obligations consist of the following (dollars in thousands):

December 31, March 31,
2006 2006
Term loan credit agreement b 598,500 8 -
Revolving credit agreement - 252,272
Capital leases and installment payment obligattons on land, buildings and
equipment payable in monthly payments of principal plus interest at rates ranging
from approximately 3% to 8%; remaining terms up to fifteen years 111,642 123,907
Warrants 1,886 1,911
Other debt and long-term liabilities 55,451 43,903
Total long-term debt and capital leases 767,479 421,993
Less current installments 79,098 68,301
Long-term debt, excluding current installments 5 688,381 $ 353,692
Software license liabilities payable over terms up to seven years; effective interest
rates ranging from approximately 4% to 8% $ 42,056 % 47,940
Less current installments 21,703 25217
License liabilities, excluding current installments 3 20,353 3 22,723

Effective September 15, 2006, the Company entered into an amended and restated credit agreement allowing (1) term loans
up to an aggregate principal amount of $600 million and (2) revolving credit facility borrowings consisting of revolving
loans, letter of credit participations and swing-line loans up to an aggregate amount of $200 million. The term loan is
payable in quarterly principal installments of $1.5 million through September 2011, followed by quarterly principal
nstallments of $150 million through June 2012, followed by a final installment of $120 million due September 15, 2012.
The term loan also allows prepayments before maturity. Revolving loan commments and all borrowings of revolving
loans mature on September 15, 2011. The credit agreement 1s secured by the accounts receivable of Acxiom and its
domestic subsidiaries, as well as by the outstanding stock of certain Acxiom subsidiaries.
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On September 15, 2006, the Company borrowed the entire amount of the term loan. Term loan proceeds were used to
purchase shares of the Company’s common stock pursuant to the terms of its “Dutch auction” self-tender offer for
approximately $278 million (see note 2), to pay certain fees of approximately $6.4 million related to entering into the credit
agreement and to pay off an existing revolving loan of approximately $267 million. The remainder of the term loan
proceeds will be used to retire additional debt or for general corporate purposes.

Revolving credit facility borrowings of $252.3 million-at March 31, 2006 bore interest at LIBOR plus 1.25% or at an
alternative base rate or at the federal funds rate plus 2.0%, depending upon the type of borrowing. Weighted average
interest rates on March 31, 2006 borrowings under the revolving credit facility were 5.72%. Outstanding letters of credit at
March 31, 2006 were $4.0 miltion. This credit facility was superseded by the credit agreement discussed above.

Revolving credit facility borrowings under the new facility currently bear interest at LIBOR. plus 1.5% or at an alternative
base rate or at the Federal Funds rate plus 2.25%, dependitig on the type of borrowing. Term loan borrowings currently
bear interest at LIBOR plus 1.75%. There were no revolving loan borrowings outstanding at December 31, 2006. The
interest rate on term loan borrowings outstanding at Decembier 31, 2006 was 7.1%. Outstanding letters of credit at
December 31, 2006 were $3.0 million.

Under the terms of certain of the above borrowings, the Company is required to maintain certain debt-to-cash fow and
debt service coverage ratios, among other restrictions. At December 3 1, 2006, the Company was in compliance with these
covenants and restrictions. In addition, if certain financial ratios and other conditions are not satisfied, the credit agreement
limits the Company’s ability to pay dividends in excess of $30 million in any fiscal year (plus additional amounts m certain
circumstances).

8. ALLOWANCE FOR DOUBTFUL ACCOUNTS:

Trade accounts receivable are presented net of allowances for doubtful accounts, returns and credits of $8.5 million at
December 31, 2006 and at March 31, 2006.

9. SEGMENT INFORMATION:

The Company reports segment information consistent with the way management internally disaggregates its operations to
assess performance and to allocate resources. The Company’s business segments consist of US Services and Data and
International Services and Data. Both US and International segments include consulting, database and data warehousing,
list processing services, the Company’s data content and software products. US Services and Data also includes
information technology outsourcing and facilities management for data center management, network management,
client/server management and other complementary IT services. The Company evaluates performance of the segments
based on segment operating income, which excludes certain gains, losses and other items.

Substantially all of the nonrecurring and impasrment charges incurred by the Company have been recorded in Corporate
and other, since the Company does not hold the individual segments responsible for these charges. The following tables
present information by business segment (dollars in thousands):

For the quarter ended For the nine months ended
December 31 December 31
2006 2005 2000 2005
Revenue:
US Services and Data $ 208978 % 300,086  $ 890,601 § 851,846
International Services and Data 53,863 47,345 147,264 136,379
Total revenue 3 352,841 $ 347431 % 1037865 § 088,225
Income from operations:
US Services and Data $ 46,832  § 47,766  § 122,872 § 95,129
International Services and Data 4,236 3,739 6,376 1,327
Corporate and other 225 1,202 225 (9,960)
Income from operations $ 51,293 § 52,707 % 129,473 § 36,496
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10. RESTRUCTURING, IMPAIRMENT AND OTHER CHARGES:

The following table shows the balances that were accrued for restructuring plans as well as the changes m those balances
during the nine months ended December 31, 2006 (dollars in thousands):

Associate-related Ongoing
reserves contract costs Other accruals Total
Balance at March 31, 2006 $ 1,207  § 1,743 h 259 $ 3,209
Payments (554) (154) (41) (749)
Balance at December 31, 2006 $ 653 $ 1,589 $ 218 $ 2,460

During the quarter ended September 30, 2005, the Company recorded a total of $13.0 million in restructuring and other
mmpairment charges mcluded in gains, losses and other items in the consolidated statement of operations. The charges
included $6.8 million wm severance and other associate-related reserves for payments to be made to approximately 160
associates who were notified during the quarter that they were to be involuntarily termmated; $3.7 million in lease
termination costs or costs to be incurred after exiting certain leased facilities; and $2.5 million in other costs including the
write-off of certain non-productive assets and other coniract termination costs. The table above shows the portion of the
above charges which are yet to be paid as of December 31, 2006 (dollars in thousands). The remaining accrued costs are
expected to be paid out over the terms of the related leases or contracts, of which the longest one runs through fiscal 2012,

11. COMMITMENTS AND CONTINGENCIES:

Legal Matters
Indiana State District Council of Laborers and HOD Carriers Pension Fund v. Charles Morgan, et al. (Pulaski County,

Arkansas, Circuit Court, CV-05-8498) is a suit filed June 23, 2005 against Charles Morgan and members of the Acxiom
Board of Directors alleging that the board breached its fiduciary duty to Acxiom and its shareholders by failing to consider
in good faith two acquisition proposals made by ValueAct Capital, in an attempt to entrench themselves as managers and
directors of Acxiom, Among other things, the plaintifT sought an order compelling the board to consider ValueAct's offer
in good faith and an award of attorneys’ fees. Acxiom’s Angust 2006 settlement of a proxy contest with ValueAct
obviated the relief sought by the plaintffs, and on September 11, 2006, the court dismissed the case and no timely appeal
was taken,

April Bell v. Acxiom Corporation (U.S. District Court, E.D., Arkansas, 4-06-CV-0485) is a putative class action lawsuit
filed April 17, 2006, It alleged that Acxzon had a duty to notify consumers of the security breach incidents that occurred
in 2003. Among other things, the complaint sought an order requiring Acxiom to notify all class members in writing of the
times their private information was breached, how it was breached, by whom, and what aclion Acxiom had taken to
prevent further breaches of security. The plaintiff also sought an order requiring Acxiom to remove the class members’
private information from its computer systems and enjoining Acxiom from obtaining such private information from the
class in the future, The complaint also sought compensatory and punitive damages, and attorneys’ fees. On October 3,
2006, the court granted Acxiom’s motion to dismiss the lawsuit, holding that the plaintiff did not have standing to bring the
case and no timely appeal was taken.

Linda Brooks and Richard Fresco v. Auto Data Direct, Inc., et al., (U.S. Dist. Court, S.D. Florida, 03-61063) is a putative
class action lawsuit, removed to federal court in May, 2003, filed against Acxiom and several other information providers.
The plaintiffs allege that the defendants obtained and used drivers license data in violation of the federal Drivers Privacy
Protection Act. To date, a class has not been certified. Among other things, the plaintiffs seek injunctive relief, statutory
damages, and attorneys’ fees. While certain defendants have agreed to conditionally settle the case Acxiom will continue
to defend the case vigorously in that it believes it has acted in conformity with the applicable law. A companion case,
Sharon Taylor, et al., v. Acxiom, et al., (U.S. District Court, E.D. Texas, 207CV001), was filed on January 2, 2007.

In the opinion of management, none of the above cases will have 2 material adverse effect on the Company’s consolidated
financial position, results of operations, or cash flows,

The Company 1s involved in various other claims and legal actions in the ordinary course of busmess. In the opinion of

management, the ultimate disposition of all of these matters will not have a material adverse effect on the Company’s
consolidated financial position, results of operations or cash flows.
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Commitments

The Company leases data processing equipment, software, office furniture and equipment, land and office space under
noncancellable operating leases. Additionally, the Company has entered into synthetic operating leases for computer
equipment, furniture and aircraft. These synthetic operating lease facilities are accounted for as operating leases under
generally accepted accounting principles and are treated as capital leases for income tax reporting purposes. Initial lease
terms under the synthetic computer equipment and furniture facility range from two to six years, with the Company having
the option at expiration of the initial lease to return the equipment, purchase the equipment at a fixed price, or extend the
term of the lease. During the quarter ended June 30, 2005, the Company terminated one of two aircraft leases and the
lessor sold the aircraft. Under the terms of the lease the Company was entitled to the proceeds of the sale, net of the payoff
value of the lease. As a result of the lease termination the Company received net proceeds of $1.5 million which is
recorded in gains, losses and other items.

The total amount drawn under these synthetic operatirig lease facilities since inception was $238.7 million and the
Company has a future commitment for lease payments of $22.9 million over the next five years. In the event the Company
elects to return the leased assets, the Company has puaranteed a portion. of the residual value to the lessors. Assuming the
Company elects to return the leased assets to the lessors at its earliest opportunity under the synthetic lease arrangements
and assuming the leased assets have no significant residual value to the lessors, the maximum potential amount of future
payments the Company could be required to make under these residual value guarantees was $12.2 million at December
31, 2006.

‘The Company also has an aircraft leased from a business controlled by an officer and director of the Company. Should the
Company elect early termination rights under the lease or not extend the lease beyond the initial term and the lessor sells
the aircraft, the Company has guarariteed a residual value of 70% of the then outstanding indebtedness of the lessor, or $2.7
million at December 31, 2006.

In connection with certain of the Company’s facilities, the Company has entered into 50/50 joint ventures with local real
estate developers. In each case, the Company is guaranteeing portions of the loans for the buildings. In addition, in
connection with the disposal of certain assets, the Company has guaranteed loans for the buyers of the assets. These
guarantees were made by the Company primarily to facilitate favorable financing terms for those third parties, Should the
third parties default on this indebtedness, the Company would be required to perform under its guarantee. Substantially all
of the third-party indebtedness is collateralized by various pieces of real property. At December 31, 2006 the Company’s
maximum potential future payments under all of these guarantees of third-party indebtedness were $5.1 million.
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PART 1. FINANCIAL INFORMATION
Item 2. Management’s Discussion and Analysis of Financial Condition and Resuits of Operations

Introduction and Overview

Acxiom Corporation (“Acxiom” or the “Company”) integrates data, services and technology to create and deliver customer
and information management sohrtions for many of the largest and most respected companies in the world. The core
components of Acxiom’s innovative solutions are customer data integration (“CDI”) technology and services, data,
database services, information technology (“IT”) outsourcing, consulting and analytics, and privacy leadership. Founded
in 1969, Acxiom is-headquartered in Little Rock, Arkansas, with locations throughout the United States and Burope, and in
Australia and China.

Highlights of the quarter ended December 31, 2006 are identified below.

* Revenue of $352.8 million, up 1.6 percent from $347.4 million m the third fiscal quarter a year ago.

e Income from operations of $51.3 million, a 2.7 percent decrease compared to $52.7 million in the
third fiscal quarter last year.

o Pre-tax earnings of $37.5 million, down 14.7 percent from $44.0 mullion in the third quarter of fiscal
2006.
¢ Diluted earnings per share were $0.31 in the third fiscal quarter of both the current and prior year.

¢ Operating cash flow for the third quarter was $62.7 million and free cash flow available to equity was
$12.6 million. The free cash flow available to equity is a non-GAAP financial measure which is
discussed in Capital Resources and Liquidity.

o Gross margin was 28.4 percent compared to 31.4 percent in the same quarter last fiscal year.
¢ The acqussition of Equitec, a consulting and analytics company headquartered in Cleveland, Ohio.

The highlights above are intended to 1dentify to the reader some of the more significant events and transactions of the
Company during the quarter ended December 31, 2006. However, these highlights are not intended to be a full discussion
of the Company’s results for the quarter or the nine.months ended December 31, 2006. These highlights should be read in
conjunction with the following discussion of Results of Operations and Capital Resources and Liquidity and with the
Company’s condensed consolidated financial statements and footnotes accompanying this report.
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Results of Operations

A summary of selected financial information for each of the periods reported is presented below (dollars in millions, except
per share amounts):

For the quarter ended For the nine months ended
December 31 December 31
2006 2005 % Change 2006 2005 % Change
Revenue
Services 3 265.8 § 263.3 1.0% § 7938 % 755.0 5.1%
Data 87.0 84.1 3.4 244.1 233.2 4.6
$ 3528 § 347.4 1.6% § 1,037.9 § 988.2 5.0%
Total operating costs and expenses 301.5 294.7 2.3 908.4 901.7 0.7
Income from operations 51.3 52.7 2.7) 129.5 86.5 49.7
Diluted earnings per share $ 031 % 0.31 3.0% $ 075 % (.45 66.7%
Revenues

Services revenue for the quarter ended December 31, 2006 was $265.8 million. This represents a $2.5 million increase or
1.0% increase from $263.3 million 1 the quarter ended December 31, 2005, Tnternational services revenue increased $3.4
million, approximately half of which was due to favorable exchange rate movements. US services revenue was down
slightly quarter over quarter. These decreases can be attributed to a few large clients where volumes were lower in the
current quarter compared to a year ago. Additionally, as in prior quarters in the current fiscal year, one financial services
client contributed to this decrease in the amount of $3.1 miltion due to the merger of what had previously been two Acxiom
clients. Finally, growth from the US traditional services, excluding IT, lines of business was 0.7%. The US IT
management line of business was down 2.2%.

Data revenue for the quarter ended December 31, 2006 was $87.0 million. This represents a $2.9 million increase or 3.4%
from $84.1 million in the quartet ended December 31, 2005, International data revenue accounted for substantially all of
the $2.9 million increase. This represents a 10.6% increase quarter over quarter for the International operations. However,
much of the increase is attributable to favorable exchange rates m Europe. The US Infobase line of busimess was down
slightly m the current fiscal quarter compared to the same quarter in the prior year, primarily due to especially strong
project business in the prior year. Data revenue includes pass-through revenue which hias a corresponding offset in cost of
data. Pass-through data revenue of $18.5 million for the quarter ended December 31, 2006 accounted for $0.4 million of
the overall increase over the same quarter last year.

Services revenue for the nine months ended December 31, 2006 was $793.8 million. This represents a $38.8 million
increase or 5.1% from §$755.0 million for the nine months ended December 31, 2005. International services accounted for
approximately $5.1 million of the increase, approximately half of which was due to favorable exchange rates, and the
remamnder was attributable to the US segment. US operations, excluding the impact of acquisitions and divestitures,
increased $21.1 million. The Company’s largest industry, financial services, is only up approximately 1.5% year to year
which contributed to low overall growth rates. One financial services client in particular is down approximately $13.5
million due to the merger of what had previously been two Acxiom clients. Additionally, revenue from IT services clients
increased only 1.7% due to Iower equipment sales and lower service levels. Growth in other industries, particularly the
automotive mdustry, offset the low year-over-year results i financial services and IT services.

Data revenue for the nine months ended December 31, 2006 was $244.1 mullion. This represents a $10.8 million increase
or 4.6% from $233.2 million for the nine months ended December 31, 2005. Interational data revenue increased $5.8
million which represents a 7.2% increase pertod-aver-petiod for the Tniemational operations and can be attributed to
improving results in both Europe and Asia/Pacific and changes in exchange rates which had a positive impact of
approximmately $4.2 million. Pass-through data revenue of $58.4 million, which has a corresponding offset in cost of data,
accounted for $2.6 million of the overall increase. The remaining year-over-year increase of $2.4 million was attributable
to Acxiom’s US Infobase busmess where growth for this product line was approximately 3.8% compared to the nine-month
period in the prior year,

The Company’s business segments consist of US Services and Data, and International Services and Data, Both segments
include consulting, database and data warehousing, list processing services, the Company’s data content and software
products, The US segment also includes information technology outsourcing and facilities management for data center
management, network management, client/server management and other complementary IT services.
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The following table shows the Company’s revenue by business segment for each of the periods reported {dollars in
millions):

For the quarter ended For the nine months ended
December 31 December 31
2006 2005 % Change 2006 2005 % Change
US Services and Data 3 299.0 % 300.1 (04Y% §$ 890.6 § 851.8 4.5%
International Services and Data . 538 47.3 13.8 147.3 136.4 8.0
Total Revenue % 3528 §% 347.4 1.5% $ 1,0379 $ 088.2 5.0%

US Services and Data segment revenue for the qurter ended December 31, 2006 decreased $1.1 million or 0.4% from the
quarter ended December 31, 2005 to $299.0 million. Adjusting for previously discussed pass-through data revenue, the
decrease is $1.5 million. This decrease is primarily attributable to IT services.

Compared to the same quarter a year ago, International Services and Data revenue increased $6.5 million or 13.8% to $53.8
million. Data revenue in Burope contributed $3.1 million of the growth. Services revenue growth of $0.6 million and $2.8
million was also noted in Asia/Pacific and Europe, respectively. Approximately $4.6 million of the growth was due to
exchange rate fluctuations.

For the nine months ended December 31, 2006, US Services and Data revenue increased $38.8 million or 4.5% to $890.6
millien. Acquisitions and divestitures contributed 1.4% percentage points of the 4.5% increase.

For the nine months ended December 31, 2006, International Services and Data revenue increased $10.9 million or 8.0% to
$147.3 million. All components reflected year-over-year growth mcluding Ddta revenue growth in Eurepe of $5.5 million,
Services revenue growth. i Burope of $3.8 million and total revenue growth in Asia/Pacific of $1.6 million. Exchange rate
fluctuations accounted for approximately $6.6 million of the increase.
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Operating Costs and Expenses

The following tables present the Company’s operating costs and expenses m categories for each of the periods presented

{dollars in millions):

Salaries and benefits

Computer, communications and
other equipment

Data costs
Other operating costs and expenses
Gains, losses and other items, net

Total operating costs and
expenses

Cost of revenue

Services

Data

Total cost of revenie
Selling, general and administrative
Gains, losses and other items, net

Total operating costs and
expenses

Gross profit margin
Services
Data
Total gross profit margin

Operating profit margin

For the quarter ended

For the nine months ended

December 31 . December 31
2006 2003 % Change 2006 2005 % Change
139.7 129.9 7.6% § 4153 8§ 383.5 3.3%
71.1 73.6 (3.4 216.9 2275 (4.6)
437 42.0 4.1 1313 128.6 2.1
47.2 50.4 {6.4) 145.1 152.2 (4.6)
(0.2) (1.2) (81.3) (0.2) 9.9 (102.3)
3015 § 294.7 2.3% $ 2084 % 901.7 0.7%
For the quarter ended For the nine months ended
December 31 December 31
2006 2005 % Change 2006 2085 % Change
1997 § 189.5 54% $ 5972 % 5757 3.7%
53.0 _ 48.8 8.6 153.6 149.8 2.6
2527 % 2383 6.0% % 7508 % 725.5 3.5%
49.0 57.6 - (14.9) 157.8 166.2 (5.1)
(0.2) (1.2) - (0.2) 10.0 -
3015 % 294.7 23% % 9084 §$ 901.7 0.7%
For the quarter ended For the nine months ended
December 31 December 31
2006 2005 2006 2005
24.9% 28.0% 24.8% 23.7%
39.1 42.0 37.1 35.8
28.4% 31.4% 27.7% 26.6%
14.5% 15.2% 12.5% 8.8%

Cost of services revenue of $199.7 million in the quarter ended December 31, 2006 represents an increase of $10.2 million
compared to $189.5 million in the same quarter a year ago. Gross margin for services revenue in the current quarter
decreased to 24.9% from 28.0% in the quarter ended December 31, 2005. Decreases 1n gross margins are primarily

attributable to low revenue growth.

Cost of data revenue of $53.0 million 1n the quarter ended December 31, 2006 represents an increase of $4.2 million
compared to the same quarter a year ago, Data revenue gross margins decreased from 42.0% to 39.1% in the quarter ended
December 31, 2006. Excluding the pass-through data and related costs, data costs increased $3.8 million and gross
margins on non-pass through data decreased to 49.7% from 53.5%. Again the decrease m gross margins is primarily the
result of low revenue growth. The current quarter cost of data was also negatively impacted by a data content contract

settlernent mn the amount of $1.0 million,
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Cost of services revenue for the nine months ended December 31, 2006 of $597.2 million represents an increase of $21.5
million compared to the same period a year ago. Gross margin for services revenue increased slightly from 23.7% io
24.8%. Gross margin improvements have been negatively impacted by lower revenue from the financial services industry
and IT services business reflecting the fixed cost nature of portions of the costbase.

Cost of data revenue for the nine months ended December 31, 2006 of $153.6 million represents an increase of $3.8
mullion compared to the same period a year ago. Data revénue gross margins increased from 35.8% a year ago to 37.1% in
the current nine-month period. Excluding pass-through data and related costs, data costs increased $1.3 million and
margins on non-pass through data increased to 48.7% from 47.0% a year ago. This margin improvement can be attributed
to previous cost reduction programs, specifically the disposition of the real property data.compilation operation.
Additionalty, the current nme-month period cost of data was negatively impacted by data content contract settlements in
the amount of $2.5 million,

Selling, general and admumistrative (“SG&A™) expense was $49.0 million for the quarter ended December 31, 2006. This
represents an $8.6 million decrease from $57.6 million for the quarter-ended December 31, 2005, As a percentage of total
revenue, current quarter SG&A expenses are 13.9% compared to 16.6% in the same quarter a year ago. A major factor in
the decrease in SG&A is attributable to the management bonus accrual. Based on anticipated full year results and bonus
payouts no incentive compensation was recorded for the current quarter and $2.1 million of the amounts recorded in
previous quarters were reversed in the current quarter. In the prior year, the quarterly results were especially strong which
resulted in a larger than normal bonus accrual. Excluding the impact of management bonuses, SG&A is relatively flat
compared to the same quarter a year ago, reflecting on-going emphasis on cost control in these areas of the business.

SG&A expense was $157.8 million for the nine months ended December 31, 2006. These costs decreased $8.4 million
compared to $166.2 million for the nine months ended December 31, 2005. Two major items impacted the comparison of
results from year to year. First, prior year costs included $3.0 million of unusual charges recorded in the second quarter of
fiscal 2006 primarily related to legal costs of the ValueAct defense. Second, the management bonus accrual expense was
approximately $6.5 million greater last year. This difference is due to the expectation of a much larger management bonus
payment in the prior year based on expected full year results. Excluding the impact of these items SG&A expense was up
slightly year over year. As a percentage of total revenue, these expenses are 15.2% compared to 16.8% a year ago.

During the quarter ended December 31, 2005 the Company sold a subsidiary in Spain that had no remaining operations but
had available tax loss carryforwards which could be used by the buyer, The sale generated proceeds of $1.2 million and a
gain on disposal included in gains, losses and other items of $0.8 million.

During the quarter ended September 30, 2005, the Company recorded a total of $13.0 million in restructuring and other
impairment charges (see note 10 to the condensed consolidated financial statements). The charges included $6.8 million in
severance and other associate-related reserves for payments to be made to involuntarity terminated associates; $3.7 million
m lease termination costs or costs to be incurred after exiting certain leased facilities; and $2.5 million in other costs
including the write-off of certamn non-productive assets and other contract termination costs. The remainng acorued costs
are-expected to be paid out over the terms of the related leases or contracts, of which the longest one runs through fiscal
2012,

During the quarter ended September 30, 2005 the Company seld its lettershop operations in Melville, New York, and its
real property data compilation business, recording net losses on these sales of $0.3 million and $1.9 million, respectively.
In the quarter ended September 30, 2005 the Company also recorded an estimated loss on dispesal of $0.3 million related
to the anticipated sale of its 2Touch operation in the United Kingdom.

The Company sold an unused facility in the quarter ended September 30, 2005 for cash proceeds of $3.6 million and
recorded a gain of $2.8 million.

Durmg the quarter ended June 30, 2005, the Company terminated the lease on an amplane which was then sold by the
lessor. Under the terms of the lease, the Company was entitled to the proceeds of the airplane sale, net of the payoff value
of the lease. As a result of this lease termination, the Company received net proceeds of $1.5 million which is included in
gams, losses, and other items, net.
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Other Income (Expense)

Interest expense for the quarter ended December 31, 2006 is $14.9 million compared to $8.6 mullion a year ago. The
increase in the current quarter is primarily related to term loan borrowing of $600 million under the amended and restated
credit agreement which closed September 15, 2006 (see note 7 to the condensed consolidated financial statements). The
term loan 1s payable in quarterly principal installments of $1.5 million through September 2011, followed by quarterly
principal installments of $150 million through June 2012, followed by & final installment of $120 million: due September
15, 2012. The interest rate on the term loan borrowing outstanding at September 30, 2006 was 7.1%. Additional
borrowings for capital leases and construction also contributed to the increase in interest expense.

Interest expense for the nine months ended December 31, 2006 is $31.6 million compared to $21.2 million a year ago. The
Increase 1s due primarily to the $600 million term loan discussed above as well as line of credit interest rate increases of
approximately 150 basis points in the cwrrent period prior to its payoff. Additional borrowings for capital leases and
construction of the new Little Rock data center in the nine months ended December 31, 2006 also contributed to the
increase in interest expense,

Other mecome increased $1.2 million m the quarter ended December 31, 2006 compared to a year ago. This increase is
primanly attributable to incremental interest income in the current quarter as a result of investment of proceeds from the
$600 million term loan in excess of amounts used to retire debt and acquire treasury shares. Both in the current and prior-
year mine-month periods ending December 31, other income is composed primagly of interest income and investment
mmcome. However in the quarter ended September 30, 2006 the Company recorded a gain on sale of an investment of $1.6
myillion which was the primary contributor to the increase in Other, net for the nine months ended December 31, 2006,
along with the mereased interest income referred to above.

Income taxes

The effective tax rate for the quarter ended December 31, 2006 was 33.5% compared to 38% for the quarter ended
December 31, 2005. The current-quarter rate reflects the reinstatement of the research and experimentation credit by
Congress during this quarter. The year-to-date tax rate was adjusted to 37% from 39% due to this credit. As a result, the
benefit for the first three quarters is required to be recorded as a reduction in third-quarter tax expense. This change
reduced tax expense by $1.3 million or $.02 per share compared to tax expense which would have been recorded had the
quarterly rate been recorded at 37%,

The effective tax rate for the nine months ended December 31, 2006 was 37% compared to 38.8% for the nine months
ended December 31, 2005. The prior-year rate was negatively impacted by the non-deduictibility of certain ValueAct
defense costs in the second quarter of fiscal year 2006. These costs are deductible in the current year. The Company has
announced its intention to close 1ts operation m Spain, and expects to incur charges in the fourth quarter of the current
fiscal year relative to its European operations of $5 million to $10 million. It is expected that the full-year tax rate will be
between 38% and 40% as certain costs related to these actions in Europe will not create recordable tax benefits.
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Capital Resources and Liguidity

Working Capital and Cash Flow

Working capital at December 31, 2006 totaled $85.7 million compared to a negative $41.1 million at March 31, 2006.
Total current assets increased $103.1 million primarily due to invested cash resulting from the borrowings under the new
credit agreement (see note 7 to the condensed consolidated financial statements).

Accounts receivable days sales outstanding (“DSO”) was 72 days at December 31, 2006 and was 68 days at March 31,
2006, and is calcalated as follows (dollars in thousands):

December 31, March 31,
2006 2006

Numerator — trade accounts receivable, net $ 276,061 $ 261,624
Denominator:

Quarter revenue - 352,841 344,343

Number of days in quarter 92 90

Average daily revenue $ 3,835 $ 3,826

Days sales outstanding 72 68

The increase in DSO reflects changes in payment processes and speed of payment of customers. In the opinion of
management this does not indicate a deterioration in the ultimate collectibility of the receivables.

Net cash provided by operating activities decreased $18.3 million to $183.4 million in the nine months ended Decernber
31, 2006 as compared to the nine months ended December 31, 2005. Earnings grew $23.4 million compared to the nine-
month period a year ago but this was offset by a. $35.0 million change in deferred revenue. The decrease in deferred
revenue reflects previously existing deferred revenue being amortized into revenue and not being replaced by new
deferrals, due to customers being less likely to be willing to pay cash up front in advance of services being performed.

Investing activities used $76.7 milkion m cash during the nine meonths ended December 31, 2006 primarily due to deferral
of costs of $49.6 million and capitalization of software of $19.4 million, offset by the collection of cash from EMC of
$10.0 million. Capital expenditures of $6.0 million for the period and payments received from investments of $2.7 million
were relatively flat compared to the same period in the prior year, However, as noted in the supplemental cash flow
information, the Company acquired $44.5 million of property under capital leases and financed software, construction and
other items in the amount of $33.4 million. Payments under these arrangements will be reflected in future cash flows as
payments of debt. Cash paid for acquisitions in the current year related to the acquisition of Equitec and in the prior year
related to Digital Impact and Insight America. The supplemental cash flow information also mecludes $3.6 million of the
Company’s common stock issued in the Equitec acquisition.

Financing activities used $26.9 million in cash during the nine months ended December 31, 2006. Cash flows from
financing activities include proceeds of debt of $649.8 million, including $600 million related to the new term loan, offset
by payments of debt of $393.7 million, including the payoff of the line of credit, and acquisition of treasury stock in the
amount of $299.3 million, including the purchase of treasury shares as a result of the Dutch Auction Self Tender (“DAST)
(see note 2 to the condensed consolidated financial statements). Financing activities also include $4.1 million of tax
benefits of stock options exercised. While this number is not very significant, it is worth noting since this line is new in the
condensed consolidated statément of cash flow due to the Company’s adoption of SFAS 123R.
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Free cash flow available to equity is not a generally accepted accounting principle (“GAAP”) financial measure. A “non-
GAAP financial measure” is defined as a numerical measure of the Company’s financial performance, financial position or
cash flow that excludes (or includes) amounts that are included.in (or excluded from) the most directly comparable
measure calculated and presented in accordance with GAAP in the Company’s consolidated finaricial statements. Free
cash flow available to equity, as defined by the Company, may not be comparable to similarly titled measures reported by
other companies. Management of the Company has included free cash flow available to equity in this filing because it
represents the amount of money available for the Company’s discretionary spending, after funding all required payments
including scheduled debt payments, and it therefore provides investors with a useful alternative measure of liquidity by
allowing an assessment of the amount of cash available for general corporate and strategic purposes. The table below
reconciles free cash flow available to equity to net cash provided by operating activities, the nearest comparable GAAP
measure,

The Company generated free cash flow available to equity of $39.8 million in the nine months ended December 31, 2006,
and $73.9 million in the nine months ended December 31, 2003, as shown in the table below:

For the quarter ended For the nine months ended
December 31 December 31
(dollars in thousands) 2006 2005 2006 2005
Net cash provided by operating activities $ 62,659 $ 95,414 $ 183,418 $ 201,675
Plus:
Payments received from investments - 2,093 2,708 2,855
Proceeds received from dispositien of
operations - 3,315 - 4,844
Proceeds received from the disposition
of assets - 1,510 - 5,123
Less:
Capitalized software development costs- (6,798) (5,204) (19,443) {16,686)
Capital expenditures (2,518} (401 {5,995) (6,353)
Deferral of costs and data acquisition
costs (16,149) {19.603) (49,595) (54,498)
Payments on capital leases and
installment payment arrangements (16,700} (17,994) (57,556) (53,890)
Payments on software and-data license
liabilities (6,000) (7,344) (21,151) (23,610)
Other required debt payments 3,117 (1,715) (6,632) (5,506)
Sub-total 11,377 50,071 25,754 53,952
Plus:
Tax benefit of stock options and
warrants 1,237 - 4,081 -
Sub-total 12,614 50,071 29,835 33,952
Plus:
Cash collected from sale of software - 20,000 10,000 20,000
Free cash flow available to equity $ 12,614  § 70,071 3 39,835 $ 73,952

On November 14, 2002, the Company announced a common stock repurchase program. From that date until December 31,
2006, and excluding shares purchased under the DAST, referred to above, the Company has repurchased 21.8 million
shares of its common stock for an aggregate purchase price of $404.0 million (average price of $18.54 per share) under this
repurchase program. During the nine months ended December 31, 2006, 0.6 million shates were repurchased for an
aggregate purchase price of $13.9 miltion. Cash paid for repurchases dlffers from the aggregate purchase price due to a
trade at the end of the prior period which was settled shortly after the end of the period. Cash paid for repurchases in the
nine months ended December 31, 2006 was $15.4 million.

The Company ntends to use its fisture cash flow to repay debt, to repurchase shares of its common stock (when accretive to
ecamings per share), for possible future acquisitions, for payments of dividends, and for other general bustness purposes.
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Credit and Debt Facilities

Effective September 15, 2006, the Company entered into an amended and restated credit agreement allowing (1) term loans
up to an aggregate principal amount of $600 million and (2) revolving credit facility borrowings consisting of revalving
loans, letter of credit participations and swing-line loads to an aggregate amount of $200 million. On September 15, 2006,
the Company borrowed the entire amount of the ferm loan. The term loan is payable in quarterly principal installments of
$1.5 million through September 2011, followed by quarterly principal installments of $150.0 million through June 2012,
followed by a final installment of $120 million due September 15, 2012 (see note 7 to the condensed consolidated financial
statements). The term loan also allows prepayments before maturity. Revolving loan commitments and all borrowings of
revolving loans mature on September 15, 2011, The credit agreement is secured by the accounts receivable of Acxiom and
its domestic subsidiaries, as well as by the outstanding stock of certain Acxiom subsidiaries. At December 31, 2006 there
were no revolving credit borrowings outstanding and the Company had $200 mullion available under the new credit
agreement.

The Company’s debt-to-capital ratio, as calculated below, was 58% at December 31, 2006 compared to 35% at March 31,
2006 {dollars in thousands).

December 31, March 31,
2006 2006
Numerator - long-term obligations, net of current installments $ 708,734 ) 376_,4 15
Denominator:
Long-term obligations, net of current installments 708,734 376,415
Stockholders’ equity 509,039 706,177
$ 1217773 $ 1,082,592
Debi-to~capital ratio 58% 35%

The foregoing calculation of the debt-to-capital ratio excludes current maturities of long-term obligations in the amounts of
$100.8 million and $93.5 million at December 31, 2006 and March 31, 2006, respectively,

The increase in the ratio is due to the Company’s use of debt in the current fiscal year to acquire treasury stock. On
September 12, 2006, the Company repurchased 11.1 million of its common shares for approximately $283.9 million
through a DAST (see note 2 to the condensed consolidated financial statements). Borrowingsunder the new credit facility
(see note 7 to the condensed consolidated financial statements), which closed September 15, 2006, primarily funded the
DAST and repaid existing debt.

Funded Software Arrangement

On December 29, 2005, the Company entered into a definitive Asset Purchase and License Agreement (the “Agreement”)
with EMC Corporation (“"EMC”). - The Agreement provides, among other things, for the purchase by EMC of the
Company’s information grid operating system software (the “Base Technology”) and for the grant.of a perpetual license
irom EMC to the Company of the Base Technology and further developments for the Company’s continued use in
connection with its business. The Company also licensed other ancillary related technology to EMC.

Under the terms of the Agreement, the parties will woik together to further develop the Base Technology. EMC paid the
Company $20 million in December 2005, $5 million in April 2006, and $5 million in July 2006. The Agreement also gives
EMC the option during a two-year option period te acquire the Acxiom division responsible for the further development of
the technology, upon payment of an option price specified in the Agreement. The option price is $5 million at inception
and increases to $20 million by the end of the option period. If EMC exercises that option, Acxiom will retain its perpetual
license to the Base Technology and further developments of the Base Technology.

Payments received by Acxiom from EMC under the Agreement oifset previously capitalized software balances associated
with development of the sold and licensed technology and amounts capitalized to further develop the techuology. These
payments have no efféct on revenus, earnings, or operating cash flow, but do contribute to free cash flow available to
equity. The reduction in the capitalized balance will reduce future amortization expense.
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Off-Balance Sheet Items and Commitments

The Company has entered into synthetic operating lease facilities for computer squipment, furniture and aircraft. These
synthetic operating lease facilities are accounted for as operating leases under GAAP and are treated as capital leases for
income tax reporting purposes. Lease terms under the computer equipment and furniture facility range from two to six
years, with the Company having the option at expiration of the initial term to return, or purchase at a fixed price, or extend
or renew the term of the leased equipment. The synthetic lease term for one aircraft expires in J anuary 2011, with the
Company having the option at the expiration to either purchase the aircraft at a fixed price, enter into a lease for an
additional twelve-month period (with a nominal purchase price paid at the expiration of the renewal period}, or return the
aircraft in the condition and manner required by the lease. In the event the Company elects to return the leased assets, the
Company has guaranteed a portion of the residual value to the lessors. Assuming the Company elects to return the leased
assets to the lessors at its earliest opportunity under the synthetic lease atrangements and assuming the leased assets have
no significant residual value to the lessors, the maximum potential amount of future payments the Company could be
required to make under these residual value guarantees was $12.2 million at December 3 1, 2006. Since the inception of the
facility, the total amount drawn under these synthetic operating lease facilities was $238.7 million, and as of December 31,
2006 the Company has a future commitment for lease payments of $22.9 million over the next five years,

During fiscal 2006, the Company terminated the lease for a second aircraft which was then sold by the lessor. Under the
terms of the lease, the Company was entitled to the proceeds of the airplane sale, net of the payoff value of the lease. Asa
result of this lease termination, the Company received net proceeds of $1.5 million which is included in gains, losses and
other items,

The Company has completed construction on an additional 30,000 square foot data center in Little Rock, Arkansas, Total
construction costs of this facility were approximately $18 million. In commection with certain of the Company’s other
buildings and facilities, the Company has entered into 50/50 joint ventures with local real estate developers. In each case,
the Company is guaranteeing portions of the loans for the buildings. fu addition, in connection with the disposal of certain
assets, the Company has guaranteed Joans for the buyers of the assets. Substantially all of the third party indebtedness for
which the Company has provided guarantees is collateralized by various pieces of real property. The agpregate amount of
the guarantees at December 31, 2006 was $5.1 million.

Outstanding letters of credit which reduce the borfowing capacity under the Company’s revolving credit facility totaled
$3.0 million at December 31, 2006 and $4.0 million at March 31, 2006.
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Contractual Commitments

The following table presents Acxiom’s contractual cash obligations and purchase commitments at December 31, 2006
{dollars in thousands). The column for 2007 represents the three months ending March 31, 2007, All other columns
represent fiscal years ending March 31.

For the vears ending March 31

2007 2008 2009 2010 2011 Thereafter Total
Capital lease and installment
payment obligations § 19304 $ 350,279 % 21,683 $ 6,861 % 1,864 $ 11,651 $ 111,642
Software and data license
liabilities 8,585 20,763 10,931 1,777 - - 42,056
Warrant liability - - - - - 1,886 1,886
Term loan credit agreement 1,500 6,000 6,000 6,000 6,000 573,000 598,500
Other long-term. debt 3,194 11,215 16,892 5,662 1,076 17412 55,451
Total long-term
obligations 32,583 88,257 55,506 20,300 8,940 603,949 809,535
Synthetic aircraft leases 232 931 931 932 698 - 3,724
Synthetic equipment and
furnitore leases 2,114 7,895 7,059 2,070 - - 19,138
Total synthetic operating
leases 2,346 8,826 7,990 3,002 698 - 22,862
Equipment operating leases 929 2,021 1,069 288 125 9 4,441
Building operating leases 4,934 16,595 14,298 11,511 8,759 54,456 110,553
Partnerships building leases 534 2,144 2,155 46 - - 4,879
Related party arrcraft lease 225 900 900 900 900 375 4,200
Total operating lease
payments 8,968 30,486 26,412 15,747 10,482 54,840 146,935
Operating software license
obligations 392 5,082 4,904 4,888 1,370 2,056 18,692
Total operating ’
lease and software
license obligations 9,360 35,568 31,316 20,635 11,852 56,896 165,627
Total contractual cash
obligations $ 41943 $123,825 $ 86,822 § 40,935 § 20,792 $660,845 $ 075,162
For the years ending March 31
2007 2008 2009 2010 2011 Thereafter Total

Purchase commitments on

synthetic aircraft léases $ ~ % - 8 - % - § 4398 § - & 4398
Purchase commitments on

synthetic equipment and

furniture leases - 1,862 1,755 3,098 - - 6,715

Other purchase commitments 55,722 27,908 12,391 8,655 5,430 4,897 115,003
Total purchase commitments § 55722 § 29,770 § 14,146 $ 11,753 $ 9,828 § 4,897 §$ 126,116

The related party awrcraft lease relates to an aircraft leased from a business owned by an officer and director, The Company
has agreed to pay the difference, if any, between the sales price of the aircraft and 70% of the related loan balance
(approximately $2.7 million at December 31, 2006) should the Compary elect to exercise 1ts early termumation rights or not
extend the lease beyond its initial term and the lessor sells the squipment as a result.
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The purchase commitments on the synthetic equipment, furniture and aircraft leases assume the leases terminate and are
not renewed, and the Company elects to purchase the assets. The other purchase commitments include contractual
commitments for the purchase of data and open purchase orders for equipment, paper, office supplies, construction and
other items. Other purchase commitments in some cases will be satisfied by entering into future operating leases, capital
leases, or other financing arrangements, rather than payment of cash. The above commitments relating to long-term
obligations do not include future payments of mterest.

The following table shows contingencies or guarantees under which the Company could be required, in certain
croumstances, to make cash payments as of December 31, 2006 (dollars in thousands):

Residual value guarantee on the synthetic computer equipment and furniture lease § 10,421
Residual value guarantee on synthetic aircraft lease 1,759
Residual value guarantee on related party aircraft lease 2,743
Guarantees on certamn partnership and other loans 5,074
Outstanding leiters of credit 2,966

The total of lpans “on certain partnerships and other loans,” of which the Company guarantees the portion noted in the
above table, are $12.5 million as of December 31, 2006.

While the Company does not have any other material contractual commitments for capital expenditures, certain levels of
imvestments in facilities and computer equipment continue to be necessary to support the growth of the business. It is the
Company’s general practice to lease any new required equipment to better match cash outfiows with custorner inflows. In
some cases, the Company also sells software and hardware to clients. In addition, new outsourcing or facilities
management confracts frequently require substantial up-front capital expenditures to acquire or replace existing assets.
Management believes that the Company’s existing available debt and cash flow from operations wall be sufficient to meet
the Company’s working capital and capital expenditure requirements for the foreseeable future. The Company also
evaluates acquisitions from time to time, which may require up-front payments of cash. Depending on the size of the
acquisition it may be necessary to raise additional capital. If additional capital becomes necessary as a result of any
material variance of operating resnlts from projections or from potential future acquisitions, the Company would first use
available borrowing capacity under its revolving credit agresment, followed by the issuance of debt or equity securities.
However, no assurance can be given that the Company would be able to obtain funding through the issuance of debt or
equity securities at terms favorable to the Company, or that such funding would be available.

For a description of ceitain risks that could have an impact on results of operations or financial condition, including
liquidity and capital resources, see the “Risk Factors” contained in Part I, Item 1A of the Company’s anoual report on Form
10-K for the fiscal year ended March 31, 2006,

Related Parties

In accordance with a data center management agreement dated July 27, 1992 between Acxiom and TransUnion, Acxiom
(through its subsidiary, Acxiom CDC, Inc.) acquired all of TransUnton’s interest in its Chicago data center and agreed to
provide TransUnion with various data center management services. In a 1992 letter agreement, Acxiom agreed to use its
best efforts to cause one person designated by TransUnion to be elected to Acxiom’s board of diréctors. TransUnion
designated its CEO and President, Harry C. Gambill, who was appointed to fill a vacancy on the board in November 1992
and was elected at the 1993 annual meeting of stockholders to serve 2 three-year term. He was elected to serve additional
three-year terms at subsequent annual stockholders meetings. He resigned from the board effective February 28, 2006 at
which time transactions with TransUnion were no longer considered related-party transactions. Acxiom recorded revenue
from TransUnion of $79.8 mullion for the mine months ended December 31, 2005,

See note 15 to the consolidated financial statements contamed in the Corpany’s annual report on Form 10-K for additional
information on certain relationships and related transactions.
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Non-U.S. Operations

The Company has a presence in the United Kingdom, France, The Netherlands, Germany, Spain, Portugal, Poland,
Australia, Canada and China. Most of the Company’s exposure to exchange rate fluctuation is due to translation gams and
losses as thiere are no material transactions that cause exchange rate imipact. In general, each of the foreign locations is
expected to fund its own operations and cash flows, although funds may be loaned or invested from the U.S. to the foreign
substdiaries subject to limitations in the Company’s revolving credit facility. These advances are considered to be long-
term investments, and.any gain or loss resulting from changes in exchange rates as well as gains or losses resulting from
translating the foreign financial statements into U.S. dollars are mcluded in accumulated other comprehensive income
(loss). Exchange rate movements of foreign currencies may have an impact on the Company’s future costs or on future
cash flows from foreign investments. The Company has not entered into any foreign currency forward exchange contracts
or other derivative instruments to hedge the effects of adverse fluctuations in foreign currency exchange rates.

Critical Accounting: Policies

We prepare our consolidated financial statements m conformity with accounting principles generally accepted in the United
States of America. These accounting principles require management to make ceértain judgments and assumptions that affect
the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities as of the date of the
financial statements and the reported amounts of revenues and expenses during the reporting periods. The consolidated
financial statements in the Company’s 2006 annual report include a summary of significant accounting policies used in the
preparation of Acxiom’s consolidated financial statements. In addition, the Management’s Discussion and Analysis filed

as part of the 2006 annual report contains a discussion of the policies which management has identified.as the most critical
because they require management’s use of complex and/or significant judgments. The following paragraphs are intended
to update that discussion only for the critical accounting policies or estimates which have materially changed since the date
of the last annual report.

Valuation of Long-Lived Assets aud Goodwill — Long-lived assets and certain identifiable intangibles are reviewed for
impairment whenever events or changes in circumstances indicate that thie carrying amount of an asset may not be
recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an
asset to the undiscounted cash flows expected to result from the usé and eventual disposition of the asset. In cases
where cash flows cannot be associated with individual assets, assets are grouped together in order to associate cash
flows with the asset group. If suchi assets or asset groups are consideréd to be impaired, the impairment to be
recognized is measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets.
Assets to be disposed of are reported at the lower of the carrying dmount or fair value less costs to sell. At December
31, 2006, the Company believes that no impairment exists with respect to its long-lived assets, However, no assurance
can be grven by management of the Company that future impaimment charges to its long-lived assets will not be
required as a result of changes 1 events and/or circumstances.

Goodwill represents the excess of acquisition costs over the fair values of nel assets acquired in business combinations
treated as purchase transactions. Under the provisions of SFAS No. 142, “Goodwill and Other Intangible Assets,”
goodwill is not amortized, but is reviewed annually for impairment under a two-part test. In the event that part one of
the impairment test indicates potential impairment of ggedwill, performance of part two of the imipairment test is
required. Any impairment that results from the completion of the two-part test is recorded as a charge to operations
during the period in which the impairment test is completed. The Company petforms its annual goodwill impairment
evaluation as of the beginning of its fiscal year. The Company has completed part one of an annual, two-part
impairment analysis of its goodwill and has determined that no impairment of its goodwill existed as of April 1, 2006.
Accordingly, step two of the goodwill impairment test was not required for fiscal 2007. Changes m circumstances
may require the Company to perform impairment testing on a more frequent basis. No assurance can be given by the
Company that additional impairment tests will not require an imparment charge durmg future periods should
circumstances indicate that the Company’s goodwill balances are impaired.
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In completing step one of the test and making the assessment that no potential impairment of the Company’s goodwill
existed, management has made a number of estimates and assamptions. In particular, the growth in operating income
and discount rates used by management in determining the fair value of each of the Company’s reporting units through
a discounted cash flow analysis significantly affect the outcome of the impairment test, as well as numerous other
factors. For the International segment, management has used growth rates ranging from minus 20% to a positive 65%
for the first year, 5% to 15% for years two through five, and 3% to 5% thereafter. For the US segment, management
has used growth rates of 20% to 30% for the first year, 5% to 15% for years two through five, and 3% to 5%
thereafter. Management has used a discount rate of 12 percent for both segments, representing an approximation of
the Company’s weighted-average cost of capital, which resulted in an excess of fair value over the net assets of each of
the Company’s reporting units. Assuming the same growth rates, a discount rate of greater than 14 percent would be
necessary to mdicate potential impairment of the International segment and a discount rate of greater than 26% would
be necessary to mdicate impairment of the US segment, resulting in the need to proceed to step two of the impairment
test. Alternatively, assuming the 12 percent discount rate but assumimng no growth for the US segment and only 7% for
the International segment for the first five years and 3% growth thereafter would also not indicate impairment.
Additionally, the Company has determined that its reporting units should be aggregated up to reportable segments for
use in analyzing its goodwill and assessing any potential impairment thereof, on the basis of similar economic
characteristics 10 accordance with the guidance in SFAS No. 131 and SFAS No. 142. However, should a
determination be made that such aggregation of some or all of the Company’s reporting units is not appropriate, the
results of step one of the goodwill imparrment test could, in the future, indicate that potential impatrment does exist,
requiring the Company to proceed to step two of the test and possibly recording an nmpairment of its goodwill,

Share-Based Compensation Accounting — The Financial Accounting Standards Board issued Statement of Financial
Accounting Standards No. 123 (Revised 2004), “Share-Based Payment” (“SFAS 123R”) which requires compensation
cost related to stock options and other share-based payments be recognized in the financial statements. The Company
adopted SFAS 123R, effective April 1, 2006, using the modified prospective transition method and therefore has not
restated resulis for prior periods. Under the modified prospective method, compensation cost must be recognized for
all share-based payments granted after the adoption of SFAS 123R and for all awards granted prior to the adoption
date which remain unvested on the adoption date. During the fiscal year ended March 31, 2005, and prior to adoption
of SFAS 123R, the Company accelerated vesting of substantially all unvested options. Remaining unvested share-
based compensation granted prior to April 1, 2006, relates to options granted to outside directors which were not
accelerated, options held by certain terminated associates that will be forfeited or cancelled with the passage of time,
options issued as a result of the Digital Impact acquisition (see note 4 to the condensed consolidated financial
statements) and restricted stock units granted during fiscal 2006. Therefore, the Company believes it will not be
required to recognize significant compensation expense in future periods associated with share-based payments
granted prior to adoption of SFAS 123R. (See note 3 to the condensed consolidated financial statements — Share-based
compensation. )

New accounting pronouncements

The FASB issued Interpretation No, 48 (“FIN 48"} in June, 2006. FIN 48 requires a company to use a more-likely-than-
not standard in recognizing the benefit of a position taken m a tax return. FIN 48 will be effective for the Company
beginning April 1, 2007. Any adjustient required by the implementation of FIN 48 will be reflected as an adjustment to
the balance of retained earnings as a change in accounting principle, The Company has not yet assessed the impact of
applying FIN 48 to 1ts tax positions.

The FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value Measurements” (“SFAS 1577) in
September 2006, SFAS 157 defines fair value, establishes a framework for measuring fair value, and expands disclosures
about fair value measurements, but does not require any new fair value measurements. SFAS 157 will be effective for
Acxiom as of April 1, 2008 and will be applied prospectively. Management does not believe implementation of this
standard will have a significant impact on the Company, except for réquiring expanded disclosures.
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The FASB issued Statement of Financial Accounting Standards No. 158, “Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans” (“SFAS 1587} in September 2006. SFAS 158 requires an employer to recognize
the over-funded or under-funded status of a defined benefit posiretirement plan as an asset or liability in its statement of
financial position and to recognize changes in that funded status in the vear in which the changes occur through other
comprehensive income. SEAS 158 also requires the funded status of the plan to be measured at the date of the year-end
balance sheet. SFAS 158 will be effective for Acxiom as of March 31, 2007, Acxiom only has two small defined-benefit
penston plans covering certain European employees. If SFAS 158 had been applied at March 31, 2006, the Company
would have been required to record an additional liability of $0.5 million, with an offset to other comprehensive income.
Management cannot yet estimate the entry required at March 31, 2007, but it is not expected to be materially different. The
Company already measures the funded status of its plans as of the year-end balance sheet date.

In September 2006, the staff of the SEC issued Staff’ Accounting Bulletin No. 108 (“SAB 108”). SAB 108 generally
requires registrants to evaluate the materiality of errors in financial statements using both the “rollover” method and the
“iron curtain” method which are methods of evaluating errors otigmating in a prior vear on the current-year finaneial
statermnents. SAB 108 provides that if initial application requires the registrant to restate prior-year financial statements, the
registrant may reflect the changes to years ending before November 13, 2006 using a comulative-effect adjustment rather
than restating prior years. Management does not expect 1mplementat10n of SAB 108 to require any restatement or
cumulatwe«effect adjustoent to prior years.

Forward-looking Statements

This document and other written reports and oral statements made from time to time by the Company and its
reprosentatives contain forward-looking statements. These statements, which are not statements of historical fact, may
contain estimates, assumptions, projections and/or expectations regarding the Company’s financial position, results of
operations, market position, product development, growth opportunities, economic conditions, and other similar forecasts
and statements of expectation. The Company generally indicates these statements by words or phrases such as “anticipate,”
“estimate,” “plan,” “expect,” “believe,” “intend,” “foresee,” and similar words or phrases. These forward-looking
statements are not guarantees of future performance and are subject to a number of factors and uncertamties that could
cause the Company’s actual results and experiences to differ materially from the anticipated results and expectations
expressed in such forward-looking statements.

2 £,

Such statements include but are not necessarily limued to the following:

s that the. Company expects that emphasis on revenue growth will lead to increased rates of revenue
growth;

= that the Company expects continued focus on expense controls will lead to continued improvement in
operating margins;

+ that the projected revenue, operating margin, return.on assets and return on invested capital, operating
cash flow and free cash flow, borrowings, dividends and other metrics will be within estimated
ranges;

» that the Company has identified categoriés of opportunity that provide upside to the ranges of
financial projections;

» that the estimations of revenue, eamungs, cash flow, growth rates, restructuring charges and expense
reductions will be within the estimated ranges; and

¢ that the business pipeline and anticipated cost structure will allow the Company to continue to meet or
exceed revenue, cash flow and other projections.

The factors and uncertainties that could cause actual results to differ materially from those expressed in, or implied by,
forward-looking statements include but are not limited to the following:

= the possibility that certain contracts may not be closed, or may not be closed within the anticipated
time frames;

» the possibility that clients may attempt to reduce the amount of business they do with the Company;
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the possibilify that the Company could be the target of an attempted take-over which could, among

other things, cause disruption of the Company’s existing business and dissipation of the Company’s
management resources and would trigger certain provisions in our customer contracts resulting in a
decline in the revenue and profit of the Company;

the possibility that certain contracts may not generate the anticipated revenue or profitability;

the possibility that negative changes in economic or other conditions might lead to a reduction in
demand for our products and services,

the possibility of an econornic slowdown or that economic conditions in general will not be as
expected,

the possibility that the historical seasonality of our business may change;
the possibility that significant customers may experience extreme, severe economic difficulty;
the possibility that the integration of acquired businesses may not be as successful as planned;

the possibility that the fair value of certain of our assets may not be equal to the carrying value of
those assets now or 1n future time periods;

the possibility that sales ¢ycles may lengthen;

the possibility that we may not be able to attract and retain qualified technical and leadership
associates, or that we may lose key associates to other organizations;

the possibility that we won’t be able to properly motivate our sales force or other associates;
the possibility that we won’t be able to achieve cost reductions and avoid unanticipated costs;

the possibility that we won’t be able to continue to receive credit upon satisfactory terms and
conditions;

the possibility that competent, competitive products, technologies or services will be introduced into
the marketplace by other companies;

the possibility that we may be subjected to pricing pressure due to market conditions and/or
competitive products and services;

the possibility that there will be changes in consumer or business information industries and markets
that negatively impact the Company;

the possibility that changes in accounting pronouncements may cceur and may impact these
projections;

the possibility that we won'’t be able to protect proprietary information and technology or to obtain
necessary licenses on commercially reasonable terms;

the possibility that we may encounter difficultics when entering new markets or industries;

the possibility that there will be changes in the legislative, accounting, regulatory and consumer
environments affecting our busmess, including but not limited to litigation, legislation, regulations
and customs relating to our ability to collect, manage, aggregate and use data;

the possibility that data suppliers might withdraw data from us, leading to our inability to provide
certain products and services;

the possibility that we may enter into short-term contracts which would affect the predictability of our
revenues;

the possibility that the amount of ad hoc, volume-based and project work will not be as expected;

the possibility that we may experience a loss of data center capacity or interruption of
telecommunication links or power sources;

the possibility that we may experience failures or breaches of our network and data security systems,
leading to potential adverse publicity, negative customer reaction, or liability to third parties;

the possibility that postal rates may increase, thereby leading to reduced volumes of business;
the possibility that our clients may cancel or modify their agreements with us;

the possibility that we will not successfully complete customer contract requirements on time or meet
the service levels spectfied in the contracts, which may result 1n contract penalties or lost revénue;
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» the possibility that we experience processing errors which result in credits to customers, re-
performance of services or payment of damages to customers;

¢ the possibility that the services of the United States Postal Service, their global counterparts and other
delivery systems may be disrupted; and

e the possibility that we niay be affected by other competitive factors.

With respect to formulation of forward-looking statements, all of the above factors apply, along with the following
assumptions:

* that the U.S. and global economies will continue to improve at a moderate pace;

* that global growth will continue to be strong and that globalization trends will continue to grow at an
increasing pace;

¢ that Acxiom’s computer, communications and other equipment expenses will contiue to fall as a
percentage of revenue;

» that the Customer Information Infrastructure (CIT) grid-based environment at Acxiom will continue to
be implemented successfully over the next 3-4 years and that the new CII infrastructure will continue
to provide increasing operational efficiencies;

» that the acquisitions of companies operating primarily outside of the United States will be
successiully integrated and that significant efficiencies will be realized from this integration;

¢ relating to operating cash flow and free cash flow available to equity, that sufficient operating and
capital lease arrangements will continue to be available to the Company to provide for the financing
of most of its computer equipment and that software suppliers will continue to provide financing
arrangements for most of the software purchases;

¢ relating to revolving credit line balance, that free cash flow available to equity will meet expectations
and that the Company will use cash flow to pay down bank debt, buy back stock and fund dividends;

¢ relating to annual dividends, that the board of directors will continue to approve quarterly dividends
and will vote to increase dividends over time; and

* relating to diluted shares, that the Company will meet 1ts cash flow expectations and that potential
dilution created through the 1ssuance of equity instruments will be mitigated by continued stock
repurchases in accordance with the Comipany’s stock repurchase program.

With respect to the provision of products or services outside our primary base of operations in the United States, all of the
above factors apply, along with the difficulty of doing business in numerous sovereign jurisdictions due to differences in
scale, competition, culture, laws and regulations.

Other factors are detailed from time to time in periodic reports and registration statements filed by the Company with the
Untted States Securities and Exchange Commission. The Company believes that we have the product and technology
offerings, facilities, associates and competitive and financial resources for continued business success, but future revenues,
costs, margins and profits are all influenced by a number of factors, including those discussed above, all of which are
inherently difficult to forecast,

In light of these risks, uncertamties and assumptions, the Company cautions readers not to place undue reliance on any

forward-looking statements. The Company undeitakes no obligation to publicly update or revise any forward-looking
statements based on the occurrence of future events, the receipt of new information or otherwise.
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Item 3. Quantitative and Qualitative Disclosure about Market Risk

Acxiom’s earnings are affected by changes in short-term interest rates primarily as a result of its term loan agreement and
its revolving credit agreement, which bear interest at a floating rate. Acxtom does not curtently use derivative or other
financial instruments to mitigate the interest raté risk. Risk can be estimated by measuring the inipact of a near-term
adverse movement of 10% in short-term market interest rates. If short-term market interest rates increase 10% during the
next four quarters compared to the previous four quarters, there would be no material adverse impact on Acxiom’s results
of operations. Acxiom has no material future eamings or cash flow expenses from changes in interest rates related to its
other long-term debt obligations as substantially all of Acxiom’s remainmg long-term debt instruments have fixed rates. At
both December 31, 2006 and March 31, 2006, the fair value of Acxiom’s fixed rate long-term ebligations approximated
carrying value.

‘The Company has a presence i the United Kingdom, France, The Netherlands, Germany, Spain, Portugal, Poland,
Australia, Canada, and China. Tn general, each of the foreign locations is expected to fund its-own operations and cash
flows, although funds may be loaned or invested from the U.S. to the foreign subsidiaries. Therefore, exchange rate
movements of foreign currencies may have an impact on Acxiom’s fufure costs or on future cash flows from foreign
investments. Acxiom, at this time, has not entered into any foreign currency forward exchange contracts or other
dertvative instruments to hedge the effects of adverse fluctuations in foreign currency exchange rates.

Item 4. Controls and Procedures
(&) Evaluation of Disclosure Controls and Procedures.

An evaluation as of the end of the period covered by this quarterly report was carried out under the supervision
and with the participation of the Company’s management, including the Company Leader (Chief Executive
Officer) and Chief Admunistrative Leader/CFO (Chief Financial Officer), of the effectiveness of the design and
operation of the Company’s “disclosure controls and procedures,” which are defined under SEC rules as controls
and other procedures of a company that are designed to ensure that mformation required to be disclosed by a
company in the reports that it files under the Securities Exchange Act of 1934 is recorded, processed, summarized
and reported within required time periods to the Company’s management as appropriate to allow timely decisions
regarding disclosure. Based upon that evaluation, the Company Leader and Chief Administrative Leader/CEO
concluded that the Company’s disclosure controls and procedures were effective,

(b) Changes in Internal Control over Financial Reporting

The Company’s management, including the Company Leader (Chief Executive Officer) and the Chief
Administrative Leader/CFO (Chief Financial Officer), has evaluated any changes in the Company’s internal
control over financial reporting that occurred.during the quarterly period covered by this report, and has
concluded that there was no change during the quarterly period covered by this report that has materially affected,
or is reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PARTII. OTHER INFORMATION
Item 1. Legal Proceedings

Acxiom is involved in vatious claims and litigation matters that arise in the ordinary course of the business. None
of these, however, are believed to be material in their nature or scope, except as follows;

April Bell v. Acxiom Corporation (U.S. District Cowrt, E.D. Arkansas, 4-06-CV-0485). This putative class action
lawsuit was filed April 17, 2006. It alleged that Acxiom had a duty to notify consumers of security breach
incidents that occurred in 2003. Among other things, the complaint sought an order requiring Acxiom to notify all
class members in writing of the times their private mformation was breached, how it was breached, by whom, and
what action Acxiom had taken to prevent further breaches of security. The plamtiff also sought an order requiring
Acxiom to remove the class members’ private information from its computer systems and enjoining Acxiom from
obtaining such private information from the class in the future. The complaint also sought compensatory and
punitive damages, and attorneys’ fees. On October 3, 2006, the court granted Acxiom’s motion to dismiss the
tawsuit, holding that the plaintiff did not have standing to bring the case and no timely appeal was taken.

Indiana State District Council of Laborers and HOD Carriers Pension Fund v. Charles Morgan, et al. (Pulaski
County, Arkansas, Circuit Court, CV-05-8498). This suit was filed June 23, 2005 against Charles Morgan and
members of the Acxiom Board of Directors alleging that the board breached its fiduciary duty to Acxiom and its
shareholders by failing to consider in good faith two acquisition proposals made by ValueAct Capital, in an
attempt to entrench themselves as managers and directors of Acxiom. Among other things, the plaintiff sought an
order compelling the board to consider ValueAct’s offer m good faith and an award of attorneys’ fees. Acxiom’s
August 2006 settlement of a proxy contest with ValueAct obviated the relief sought by the plaintiffs, and on
September 11, 2006, the court dismissed the case and no timely appeal was taken.

Linda Brooks and Richard Fresco v. Auto Data Direct, Inc., et al., (U.S. District Court, S.D. Florida, 03-61063).
This putative class action lawsuit, removed to federal court in May 2003, was filed against Acxiom and several
other information providers. The plamntiffs allege that the defendants obtaied and used drivers license data in
violation of the federal Drivers Privacy Protection Act. Among other things, the plaintiffs seek injunctive relief,
statutory damages, and attorneys’ fees. While certain defendants have agreed to conditionally settle the case,
Acxiom will continue to defend the case vigorously in that it believes it has acted in conformity with the
applicable law. A companion case, Sharon Taylor, et al., v. Acxiom, et al., (U.S. District Court, E.D. T exas,
207CV001), was filed on January 2, 2007.

Item 2, Unregistered Sales of Equity Securities and Use of Proceeds.

(a)

®)

On December 29, 2006, Acxiom acquired all of the assets of the Equitec division of The Henry Group, Ltd., an
Ohio limited liability company. In connection with the acquisition, the Company issued 140,735 shares of
common stock with an aggregate value of approximately $3.6 million to Michael R. Henry. No underwriters or
placement agents were involved with this acquisition,

The aforementioned issuance is exempt form the registration requirements of the Securities Act of 1933, as
amended, pursuant to Section 4(2) thereof, among others, on the basis that such transactions did not mvolve any
public offering and the acquirer was sophisticated or aceredited with access to the kind of information registration
would require.

Not Applicable
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{(c) The table below provides information regarding purchases by Acxiom of its Common Stock during the periods.

indicated.
_ Maxunum Number (or Approximate
Total Number Average Price Total Number of Shares Doflar Value} of Shares that May Yet
of Shares Paid Purchased as Part of Publicly Be Purchased Under the
Period Purchased Per Share Announced Plans or Programs Plans or Programs
10/1/06 — 10/31/06 - - - $ 145,978,623
11/1/06 — 11/30/06 - - -
12/1/06 — 12/31/06 - - -
Total - - - $ 145,978,623

The table above relates to a repurchase program announced by the Company in November 2002. Since that tiume
the board has approved increases in the maximum dollar amount which may be repurchased from $50 million to
$350 million. The repurchase program has no designated expiration date, No shares were purchased under this
repurchase program during any of the periods indicated.
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Ttemn 6. Exhibits

(2)

The following exhibits are filed with this Report:

311

312

32.1

322

Certification of Company Leader (principal executive officer) pursuant to SEC Rule 13a-
14(a)/15d-14(a), as adopted pursnant to Sections 302 and 404 of the Sarbanes-Oxley Act of
2002

Certification of Chief Administrative Leader/CFO (principal financial and accounting officer)
pursuant to SEC Rule 13a-14(a)/15d-14(a), as adopted pursuant to Sections 302 and 404 of the
Sarbanes-Oxley Act of 2002

Certification of Company Leader (principal executive officer) pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Certification of Chief Administrative Leader/CFO (principal financial and accounting officer)

pursuani to 18 U.8.C, Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002
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ACKIOM CORPORATION AND SUBSIDIARIES

SIGNATURE

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

Acxiom Corporation

Dated: February 7, 2007

By._ /s/Rodger S, Kline

(Signature)

Rodger S. Kline

Chief Administrative Leader/CFO
{principal financial and accounting officer)
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EXHIBIT 31.1

ACXIOM CORPORATION AND SUBSIDIARIES

CERTIFICATION

I, Charles D. Morgan, certify that:

L.

2.

1 have reviewed this quarterly report on Form 10-Q of Acxiom Corporation;

Based of) my knowledge, this quarterly report does not contain any untrue statement of a matertal fact or omit to
state a material fact necessary to make the statements made, 1 light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this quarterly report;

Based on my knowledge, the financial statements, and other financial information included in this quarterly
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 quarterly report;

The regisirant’s other certifying officer and I are responsible for establishing and mamtaining disclosure
controls and procedures {as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)} for the registrant and we 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 1ts
consolidated subsidiaries, 15 made known to us by gthers within those entities, particularly during the
period in which this quarterly report is bemg prepared;

b) designed such mternal control over financial repoiting, 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;

¢) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

d) disclosed in this report any change m the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably Hkely to
materially affect, the registrant’s internal control over financial reporting; and

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 aunditors and the audit committee of the registrant’s board of

directors:

a) all sigmficant-deficiencies and material weaknesses in the design or operation of internal conitrol 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.

Dated: February 7, 2007

By: /s/ Charles D. Morgan
(Signature)
Charles D. Morgan
Company Leader
{principal executive officer)




EXHIBIT 31.2

ACXIOM CORPORATION AND- SUBSIDIARIES

CERTIFICATION

I, Rodger S. Kline, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q of Acxtom Corporation;

Based on my knowledge, this quarterly 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 quarterly report;

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

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
financidl reporting (as defined in Exchange Act Rules 13a~15(f) and 15d-15(f)) for the registrant and we 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 subsididries, is made known to us by others within those entities, particularly during the
period in which this quarterly report 1s being preparéd;

b} designed such internal control over financial reporting, or caused such internal contrel 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;

¢) 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 procedires, as of the end of the
period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control oves financial reporting; and

The registrant’s other certifying officer and T have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of
directors:

a) all significant deficiencies and material weaknesses in the design or operation of internal contrel 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 othier employees who have a significant
role in the registrant’s internal control over financial reporting.

Dated: February 7, 2007

By: /s/ Rodger S. Kline
(Signature)
Rodger S, Kline
Chief Administrative Leader / CFO
(principal financial and accounting officer)




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly Report of Acxiom Corporation (the Company) on Form
10-Q for the period ending December 31, 2006 as filed with the Securities and Bxchange Commission on
the date hereof (the Report), I, Charles D. Morgan, Company Leader (principal executive officer) of the
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act
of 2002, to my knowledge, 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 result of operations of the Company.

/s/ Charles D. Morgan
Charles D. Morgan
Company Leader

(principal executive officer)
February 7, 2007




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly Report of Acxiom Corporation (the Company) on Form
10-Q for the period ending December 31, 2006 as filed with the Securities and Exchange Commission on
the date hereof (the Report), I, Rodger S. Kline, Chief Administrative Leader / CFO (principal financial
and accounting officer) of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to §
906 of the Sarbanes-Oxley Act of 2002, to my knowledge, that:

(1) The Report fully compliés 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 result of operations of the Company.

/s/ Rodger S. Kline,

Rodger S. Kline

Chief Administrative Leader / CFO
(principal financial and accounting officer)
February 7, 2007




