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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C.  20549

FORM 10-Q

x QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 26, 2009

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission File No. 001-33083

STANLEY, INC.
(Exact name of registrant as specified in its charter)

Delaware 11-3658790
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
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3101 Wilson Boulevard, Suite 700
Arlington, VA 22201

(Address of principal executive offices) (Zip Code)

(703) 684-1125

(Registrant�s telephone number,

 including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.  Yes x  No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files).  Yes o  No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company.  See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

o  Large accelerated filer x  Accelerated filer

o  Non-accelerated filer o  Smaller reporting company
(do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes o  No x

As of July 29, 2009, there were 24,001,202 shares of our Common Stock, par value $0.01 per share, outstanding.
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FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains certain �forward-looking statements� within the meaning of the Private Securities Litigation Reform
Act of 1995. Such statements include, in particular, statements about our plans, strategies and prospects. Forward-looking statements are
generally identifiable by use of forward-looking terminology such as �may,� �will,� �should,� �potential,� �intend,� �expect,� �endeavor,� �seek,� �anticipate,�
�estimate,� �overestimate,� �underestimate,� �believe,� �could,� �project,� �predict,� �continue� or other similar words or expressions. References to �we,� �our� and
the �Company� refer to Stanley, Inc., together in each case with our consolidated subsidiaries unless the context suggests otherwise.

The forward-looking statements contained in this Quarterly Report on Form 10-Q are based on current expectations, estimates, forecasts and
projections about the industry in which we operate and management�s beliefs and assumptions. These statements are not guarantees of future
performance and involve risks, uncertainties and assumptions that are difficult to predict. Therefore, actual outcomes and results may differ
materially from what is expressed or forecasted in such forward-looking statements, including as a result of risks discussed in �Part I, Item 1A.
Risk Factors� in our Annual Report on Form 10-K for the fiscal year ended March 31, 2009. These forward-looking statements include, but are
not limited to, statements relating to:

• our ability to retain customers and contracts, as well as our ability to win new customers and engagements;

• our backlog;

• risks associated with the acquisition and integration of new companies;

• our beliefs about trends in our market, available government contracts and outsourcing to companies like ours;

• expected spending on information technology and other professional services by federal government agencies, including the
Department of Defense; and

• other risks discussed in our Annual Report on Form 10-K for the fiscal year ended March 31, 2009, in the sections entitled �Risk
Factors� and �Management�s Discussion and Analysis of Financial Condition and Results of Operations,� and in any other documents we file with
the Securities and Exchange Commission.

We are under no duty to update any of the forward-looking statements after the date of this Quarterly Report on Form 10-Q to conform these
statements to actual results, except as required by law.
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PART I:  FINANCIAL INFORMATION

ITEM 1.  FINANCIAL STATEMENTS

STANLEY, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Income

(unaudited)

(in thousands, except per share data)

Three Months Ended
June 26, 2009 June 27, 2008

Revenues $ 208,747 $ 172,566

Operating costs and expenses:
Cost of revenues 173,089 145,760
Selling, general and administrative 14,092 10,659
Depreciation and amortization 2,830 1,841
Total operating costs and expenses 190,011 158,260
Operating income 18,736 14,306

Other income (expense):
Other income 3 2
Interest income 37 125
Interest expense (1,147) (536)
Total other expenses (1,107) (409)
Income before taxes 17,629 13,897

Provision for income taxes (6,965) (5,580)
Net income $ 10,664 $ 8,317

Earnings per share:
Basic $ 0.46 $ 0.37
Diluted $ 0.45 $ 0.35

Weighted-average shares:
Basic 23,172 22,676
Diluted 23,844 23,649

The accompanying notes are an integral part of these condensed consolidated financial statements.
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STANLEY, INC. AND SUBSIDIARIES

Condensed Consolidated Balance Sheets

(unaudited)

(in thousands, except share data)

June 26, 2009 March 31, 2009
Assets

Current assets:
Cash $ 4,636 $ 1,811
Accounts receivable - net 196,132 187,680
Prepaid and other current assets 5,367 6,766
Total current assets 206,135 196,257

Property and equipment - net 19,802 19,552
Goodwill 262,705 262,705
Intangible assets - net 14,078 15,557
Deferred taxes 4,183 4,212
Other assets 4,257 3,269
Total assets $ 511,160 $ 501,552

Liabilities and Stockholders� Equity

Current liabilities:
Accounts payable $ 17,062 $ 21,528
Accrued expenses and other liabilities 82,084 79,841
Current portion of long-term debt 1,000 1,000
Income taxes payable 5,444 2,034
Total current liabilities 105,590 104,403

Line of credit 129,000 135,030
Long-term debt � net of current portion 34,500 34,500
Other long-term liabilities 10,252 10,396
Total liabilities 279,342 284,329

Commitments and contingencies
Stockholders� equity:
Common stock, $0.01 par value � 200,000,000 shares authorized; 23,929,374 and 23,813,334
issued, respectively 239 238
Additional paid-in capital 100,842 96,957
Retained earnings 132,098 121,434
Accumulated other comprehensive loss (820) (886)
Less: treasury stock; 3,254 and 0 shares at cost, respectively (84) �
Deferred compensation (457) (520)
Total stockholders� equity 231,818 217,223
Total liabilities and stockholders� equity $ 511,160 $ 501,552

The accompanying notes are an integral part of these condensed consolidated financial statements.
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STANLEY, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows

(unaudited)

(in thousands)

Three months ended
June 26, 2009 June 27, 2008

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 10,664 $ 8,317
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 2,830 1,841
Loss on disposal of property and equipment � 14
Deferred taxes (319) 41
Stock contributed to employee stock ownership plan 812 �
Income tax benefit from stock-based compensation 113 1,889
Stock compensation expense 1,829 1,063
Changes in assets and liabilities � net of acquisition effects:
Accounts receivable (8,452) 4,678
Prepaid expenses and other current assets 1,399 (2,148)
Other assets (987) (14)
Accounts payable (4,466) (10,170)
Accrued expenses 2,745 3,297
Other liabilities (173) 2,467
Income taxes payable 3,410 (3,140)
Net cash provided by operating activities 9,405 8,135

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment (1,529) (3,369)
Net cash used in investing activities (1,529) (3,369)

CASH FLOWS FROM FINANCING ACTIVITIES:
Net repayments under line-of-credit agreements (6,030) �
Payments under capital lease obligations (68) (54)
Purchase of treasury stock (84) (196)
Proceeds from exercise of stock options 859 542
Excess tax benefit from share-based compensation 272 350
Net cash (used in) provided by financing activities (5,051) 642

NET INCREASE IN CASH 2,825 5,408
CASH � Beginning of period 1,811 271
CASH � End of period $ 4,636 $ 5,679

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the period for:
Income taxes $ 3,356 $ 6,546
Interest $ 809 $ 501

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING ACTIVITIES:
Lease incentive $ � $ 942
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STANLEY, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Comprehensive Income

(unaudited)

(in thousands)

Three Months Ended
June 26, 2009 June 27, 2008

Net income $ 10,664 $ 8,317

Other comprehensive income:
Unrealized gain on interest rate swap 132 402
Translation adjustments (66) 5
Total other comprehensive income 66 407
Comprehensive income $ 10,730 $ 8,724

The accompanying notes are an integral part of these condensed consolidated financial statements.
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STANLEY, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements

(unaudited)
(in thousands, except share and per share data, or as otherwise noted)

1.  DESCRIPTION OF BUSINESS

Stanley, Inc., together with its subsidiaries (�Stanley� or the �Company�), is a provider of information technology services and solutions to U.S.
defense, intelligence and federal civilian government agencies. Stanley offers its customers solutions to support any stage of program, product
development or business lifecycle through five service areas: systems engineering, enterprise integration, operational logistics, business process
outsourcing and advanced engineering and technology. The Company derives substantially all of its revenue from U.S. federal government
agencies.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation�The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
generally accepted accounting principles (�GAAP�) in the United States and pursuant to the rules and regulations of the Securities and Exchange
Commission (�SEC�). In the opinion of management, these statements reflect all adjustments necessary to fairly present the Company�s financial
position as of June 26, 2009, and its results of operations and its cash flows for the three months ended June 26, 2009 and June 27, 2008. Certain
information and note disclosures normally included in the annual financial statements have been condensed or omitted. The results of operations
for the interim periods are not necessarily indicative of the results for the full year. For further information, refer to the financial statements and
footnotes presented in the Company�s Annual Report on Form 10-K for the fiscal year ended March 31, 2009.

Reporting Periods�The Company�s fiscal year begins on April 1 and ends on March 31. The Company�s first three fiscal quarters end on the 13th
Friday after the first day of the quarter and the fourth quarter will end on March 31. Fiscal quarters will typically be 13 weeks. The first quarter
of fiscal year 2010 ended on June 26, 2009. The Company does not believe that there is a material impact to the comparability of the periods
presented.

Principles of Consolidation�The accompanying condensed consolidated financial statements include the accounts of Stanley�s wholly-owned
subsidiaries. All intercompany balances and transactions have been eliminated in consolidation.

Revenue Recognition�The Company recognizes revenue under its contracts when a contract has been executed, the contract price is fixed and
determinable, delivery of services or products has occurred, and collectibility is considered probable and can be reasonably estimated. Revenue
is earned under cost-plus-fee, fixed-price and time-and-materials contracts. The Company uses a standard management process to determine
whether all required criteria for revenue recognition have been met, which includes regular reviews of the Company�s contract performance. This
review covers, among other matters, progress against a schedule, outstanding action items, effort and staffing, quality, risks and issues,
subcontract management, costs incurred, commitments, and customer satisfaction. During this review, the Company determines whether the
overall progress on a contract is consistent with the effort expended.
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Contract revenue recognition inherently involves the use of estimates. Examples of estimates include the contemplated level of effort to
accomplish the tasks under the contract, the cost of the effort, and an ongoing assessment of the Company�s progress toward completing the
contract. From time to time, as part of the Company�s standard management process, facts develop that require the Company to revise its
estimated total costs and revenues. To the extent that a revised estimate affects contract profit or revenue previously recognized, the Company
records the cumulative effect of the revision in the period in which the facts requiring the revision become known. The full amount of an
anticipated loss on any type of contract is recognized in the period in which it becomes probable and can be reasonably estimated.

Under cost-plus-fee contracts, revenues are recognized as costs are incurred and include an estimate of applicable fees earned. For level of effort
or term cost-plus-fee contracts, fixed fees are earned in proportion to the percentage of required effort delivered. The Company considers fixed
fees under cost-plus-fee contracts to be earned in proportion to the allowable costs actually incurred in performance of the contract for level of
effort contracts. For completion type cost-plus-fee contracts, fixed fees are earned in proportion to the percentage of work completed. For
time-and-materials contracts, revenues are computed by multiplying the number of direct labor-hours expended in performance of the contract
by the contractual billing rates and adding other billable direct and indirect costs. For fixed-price contracts, revenues are recognized as services
are performed, using the percentage-of-completion method, applying the cost-to-cost or units of delivery method, in accordance with Accounting
Research Bulletin No. 45, Accounting for Long-Term Construction-Type Contracts (�ARB 45�) and American Institute of Certified Public
Accountants (�AICPA�) Statement of Position 81-1, Accounting for Performance of Construction-Type and Certain Production-Type Contracts
(�SOP 81-1�).

For cost-plus-award fee type contracts, the Company recognizes the expected fee to be awarded by the customer at the time such fee can be
reasonably estimated, based on factors such as prior award experience and communications with the customer regarding performance, including
any interim performance evaluations rendered by the customer. For cost-plus-incentive fee type contracts, the method of calculating the
incentive fee is specified in the contract and it is typically based on measuring actual costs to

5
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perform the contract against a target cost to perform the contract. The Company prepares periodic estimates to complete the contract and adjusts
the incentive fee as required based on the contract incentive fee formula.

The Company�s contracts with agencies of the government are subject to periodic funding by the respective contracting agency. Funding for a
contract may be provided in full at inception of the contract or ratably throughout the contract as the services are provided. From time to time,
the Company may proceed with work based on customer direction prior to the completion and signing of formal contract documents. The
Company has a formal internal review process and management approval prior to commencement of work. Revenue associated with such work
is recognized without profit and only when it can be reliably estimated and realization is probable. The Company bases its estimates on notices
to proceed from its customers, previous experiences with the customer, communications with the customer regarding funding status, and its
knowledge of available funding for the contract or program. Pre-contract costs related to unsuccessful contract bids are expensed in the period in
which we are notified that the contract will not be issued.

Disputes occasionally arise in the normal course of the Company�s business due to events such as delays, changes in contract specifications, and
questions of cost allowability or collectibility. Such matters, whether claims or unapproved change orders in the process of being negotiated, are
recorded at the lesser of their estimated net realizable value or actual costs incurred, and only when realization is probable and can be reliably
estimated. Claims against us are recognized where a loss is considered probable and can be reasonably estimated in amount.

The allowability of certain costs under government contracts is subject to audit by the government. Certain indirect costs are charged to contracts
using provisional or estimated indirect rates, which are subject to later revision based on government audits of those costs. Management is of the
opinion that costs subsequently disallowed, if any, would not be significant.

Concentration of Risk�Contracts funded by federal government agencies account for substantially all of the Company�s revenues. For the three
months ended June 26, 2009 and June 27, 2008, the Company derived approximately 75% and 63% of its revenues, respectively, from the
Department of Defense, including agencies within the intelligence community, and approximately 25% and 37% of its revenues, respectively,
from federal civilian government agencies. The Company�s contract with the Department of the Navy for production engineering and integration
services under various Space and Naval Warfare Systems Command (SPAWAR) programs, which is the largest revenue-generating contract,
accounted for approximately 10% of its revenues for the three months ended June 26, 2009.

Property and Equipment�Property and equipment are carried at cost, less accumulated depreciation. Depreciation of property and equipment is
calculated using the straight-line method over the useful lives. The estimated useful lives of computers, peripherals and software typically range
from three to five years. The estimated useful lives of furniture and equipment typically range from five to ten years. Leasehold improvements
are amortized over the lesser of the useful life or the term of the lease. Repairs and maintenance are expensed as incurred. Depreciation expense
related to property and equipment was $1.3 million and $0.9 million for the three months ended June 26, 2009 and June 27, 2008, respectively.

Goodwill and Intangible Assets�Goodwill represents the excess of cost over the fair value of net tangible and identifiable intangible assets of
acquired companies. In accordance with SFAS No. 142, Goodwill and Other Intangible Assets (�SFAS No. 142�), the Company does not amortize
goodwill; rather it tests goodwill for impairment at least on an annual basis. Testing for impairment is a two-step process as prescribed by SFAS
No. 142. The first step is a test for potential impairment, while the second step measures the amount of impairment, if any. Under the guidelines
of SFAS No. 142, the Company is required to perform an impairment test at least on an annual basis at any time during the fiscal year provided
the test is performed at the same time every year. An impairment loss would be recognized when the assets� fair value is below their carrying
value. Stanley has elected the last day of its third fiscal quarter as its testing date. Based on the testing performed as of December 26, 2008, the
Company determined that no impairments existed. Intangible assets are amortized over their estimated useful lives. Customer relationships are
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amortized on a straight-line basis over periods ranging from five to seven years. Non-competition agreements are amortized on a straight-line
basis over three years. Backlog and contracts are amortized on a straight-line basis over periods ranging from two to five years.

Impairment of Long-Lived Assets�Whenever events or changes in circumstances indicate that the carrying amount of long-lived assets may not
be fully recoverable, Stanley evaluates the probability that future undiscounted net cash flows, without interest charges, will be less than the
carrying amount of the assets. If any impairment were indicated as a result of this review, Stanley would recognize a loss based on the amount
by which the carrying amount exceeds the estimated fair value. Management believes that no impairments existed as of June 26, 2009.

Earnings per share�Basic earnings per share has been computed by dividing net income available to common stockholders by the
weighted-average number of shares of common stock outstanding during each period. Restricted shares of common stock that vest based on the
satisfaction of certain conditions are treated as contingently issuable shares until the conditions are satisfied. These shares are included in the
computation of basic earnings per share only after the shares vest. Shares issued during the period and shares reacquired during the period are
weighted for the portion of the period that they were outstanding. Diluted earnings per share consider the potential dilution that could occur if
securities or other contracts to issue common stock were exercised or converted into

6
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common stock. Shares that are anti-dilutive are not included in the computation of diluted earnings per share. Stock options that were not
included in the computation of diluted earnings per share calculation, because to do so would have been anti-dilutive totaled 885,663 and
414,785 for the three months ended June 26, 2009 and June 27, 2008, respectively. The weighted-average number of common shares
outstanding is computed as follows:

Three Months Ended
June 26, 2009 June 27, 2008

(in thousands)
Basic weighted-average common shares outstanding 23,172 22,676
Effect of stock options and unvested restricted stock grants 672 973
Diluted weighted-average common shares outstanding 23,844 23,649

Derivative Instruments and Hedging Activities� In accordance with SFAS No. 133, Accounting for Derivative Instruments and Hedging
Activities (�SFAS No. 133�), as amended by SFAS No. 138, Accounting for Certain Derivative Instruments and Certain Hedging Activities, an
Amendment of SFAS 133 and SFAS No. 149, Amendment of Statement 133 on Derivative Instruments and Hedging Activities, the fair value of
the hedge arrangement is recorded as an asset or a liability in the accompanying unaudited condensed consolidated balance sheet at June 26,
2009. For qualifying cash flow hedges, SFAS No. 133, as amended, states that the effective portion of derivative gains and losses be recorded as
a component of other comprehensive income and be reclassified into earnings in the same period in which the hedged transaction affects such
earnings. Any ineffectiveness is reported currently in earnings.

Stanley entered into an interest rate swap agreement on October 27, 2006 with a maturity date of January 31, 2012, an annual fixed rate of
5.28% and a notional amount of $19.0 million. The Company designated this swap agreement, at its inception, as a qualifying cash flow hedge.
The fair value of the swap at June 26, 2009 of $1.5 million has been reported in �Accrued expenses and other liabilities� with an offset, net of tax,
included in �Accumulated other comprehensive loss� in the accompanying unaudited condensed consolidated balance sheets. None of the
$1.5 million unrealized loss was recognized in earnings during the three months ended June 26, 2009 based on hedge ineffectiveness and none of
the swap�s unrealized loss was excluded from the assessment of hedge effectiveness. Amounts in accumulated other comprehensive loss will be
reclassified into earnings in the period in which variable interest payments (the hedged transaction) are made under the Senior Credit Facility
(defined in Note 6). Amounts paid or received on the swap are recorded as interest expense in the period incurred.

Segment Reporting�Operating segments are defined as components of an enterprise for which separate financial information is available and
evaluated regularly by the chief operating decision maker, or decision making group, in deciding how to allocate resources and assess
performance. The Company currently has one reportable segment for financial reporting purposes, which represents the Company�s core business
of providing information technology solutions and services for federal government customers. The Company does not report revenue by product
or service or groups of products or services because it is impracticable to do so.

Use of Estimates�The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.
Significant items subject to such estimates and assumptions include revenue recognition, carrying amount and useful lives of long-lived assets,
valuation allowances for accounts receivable and deferred tax assets, software development costs and loss contingencies such as litigation,
claims and assessments.

Reclassifications�Certain reclassifications have been made to prior period balances to conform to the current presentation.
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Fair Value of Financial Instruments�The fair value of accounts receivable, accounts payable, accrued expenses, debt, and the swap contract
approximates their respective carrying amounts.

SFAS 157 established a three level fair value hierarchy to classify the inputs used in measuring fair value as follows:

Level 1: Quoted prices for identical instruments in active markets.

Level 2: Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets that are not active;
and model-driven valuations whose inputs are observable or whose significant value drivers are observable.

Level 3: Significant inputs to the valuation model are unobservable.

As of June 26, 2009, the financial liability measured at fair value consisted of an interest rate swap agreement. The value is based on
model-driven valuations whose inputs are observable. The following table summarizes the financial liability measured at fair value on a
recurring basis as of June 26, 2009 and the level it falls within the fair value hierarchy:

7
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Fair Value Measurement Using:
Quoted Prices in

Active Markets for
Identical Assets

Significant Other
Observable Inputs

Significant
Unobservable 

Inputs Total
(Level 1) (Level 2) (Level 3) June 26, 2009

Liabilities:
Interest rate swap $ � $ 1,487 $ � $ 1,487

Recent Accounting Pronouncements�In May 2009, the FASB issued Statement of Financial Accounting Standards No. 165, Subsequent Events
(�SFAS 165�). SFAS 165 establishes general standards of accounting for and disclosure of events that occur after the balance sheet date but before
financial statements are issued or available to be issued. SFAS 165 requires the disclosure of the date through which an entity has evaluated
subsequent events and the basis for that date. SFAS 165 is effective for the interim and annual periods ended after June 15, 2009, and,
accordingly, the Company has adopted this statement during its first fiscal quarter ended June 26, 2009. SFAS 165 requires that public entities
evaluate subsequent events through the date that the financial statements are issued. The Company has evaluated subsequent events through the
time of filing these financial statements with the SEC on August 4, 2009.

In June 2009, the FASB issued Statement of Financial Accounting Standards No. 168, The FASB Accounting Standards Codification
(�Codification�) and the Hierarchy of Generally Accepted Accounting Principles (�GAAP�), a replacement of FASB Statement No. 162 (�SFAS 168�).
SFAS 168 establishes the Codification as the single source of authoritative GAAP in the United States, other than rules and interpretive releases
issued by the SEC. The Codification is a reorganization of current GAAP into a topical format that eliminates the current GAAP hierarchy and
establishes instead two levels of guidance � authoritative and nonauthoritative. All non-grandfathered, non-SEC accounting literature that is not
included in the Codification will become nonauthoritative. The FASB�s primary goal in developing the Codification is to simplify user access to
all authoritative GAAP by providing all the authoritative literature related to a particular accounting topic in one place. The Codification will be
effective for interim and annual periods ending after September 15, 2009. As the Codification is not intended to change or alter existing GAAP,
it is not anticipated to impact the Company�s condensed consolidated financial position, results of operations or cash flows.

3. ACCOUNTS RECEIVABLE

Accounts receivable consists of the following:

As of As of
June 26, 2009 March 31, 2009

Billed receivables $ 117,665 $ 122,322
Unbilled receivables:
Amounts billable 72,244 57,912
Revenues recorded in excess of contract funding 6,996 8,132
Retainage and contract fee withholding 490 451
Allowance for doubtful accounts (1,263) (1,137)
Total $ 196,132 $ 187,680

Amounts billable consist primarily of amounts to be billed within a month. Revenues recorded in excess of contract funding are billable upon
receipt of contractual amendments or modifications adding additional funding. The retainage and fee withholding is billable upon completion of
the contract performance and approval of final indirect expense rates by the government. Consistent with industry practice, certain receivables
related to long-term contracts are classified as current, although a portion of these amounts is not expected to be billed and collected within one
year. Unbilled accounts receivable at June 26, 2009 are expected to be billed and collected within one year except for approximately
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$0.5 million.

4.  PROPERTY AND EQUIPMENT

Property and equipment consists of the following:

As of As of
June 26, 2009 March 31, 2009

Computers and peripherals $ 6,108 $ 5,684
Software 4,373 4,265
Furniture and equipment 6,076 5,669
Leasehold improvements 14,905 14,323

31,462 29,941

Less: Accumulated depreciation and amortization (11,660) (10,389)
Property and equipment � net $ 19,802 $ 19,552
Property and equipment included above that are under capital lease obligations include:
Software $ 947 $ 947
Furniture and equipment 170 161
Less: Accumulated depreciation (840) (766)
Total $ 277 $ 342

8
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5.  ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses and other liabilities consist of the following:

As of As of
June 26, 2009 March 31, 2009

Accrued payroll-related costs $ 26,056 $ 28,089
Accrued contract costs 38,136 34,848
Accrued indirect costs 8,429 7,405
Other payables 9,463 9,499
Total accrued expenses $ 82,084 $ 79,841

6.  DEBT

The Company is party to credit agreement (�Senior Credit Facility� or �Amended Credit Agreement�) with a group of lenders for which SunTrust
Robinson Humphrey, Inc. acted as sole book manager and lead arranger, SunTrust Bank acted as administrative agent and M&T Bank and
BB&T Bank acted as co-documentation agents.

At June 26, 2009, the lenders� aggregate commitment under the Senior Credit Facility was $277.1 million, which consisted of a $241.6 million
revolving line of credit (�Revolver�) and a $35.5 million term loan (�Term Loan�), and the Company had outstanding indebtedness of $35.5 million
on the Term Loan and $129.0 million on the Revolver, with a weighted-average interest rate of approximately 1.87% and 3.81% for the three
months ended June 26, 2009 and June 27, 2008, respectively.  At June 26, 2009, the Company�s borrowing availability under the Senior Credit
Facility was $112.5 million, including outstanding letters of credit.

Under the terms of the Amended Credit Agreement, the Company may request an increase in the size of the Revolver by an aggregate amount
not greater than $33.4 million. If any lender elects not to increase its commitment, the Company may designate another bank or other financial
institution to become a party to the Amended Credit Agreement.

The Amended Credit Agreement also contains a number of affirmative and restrictive covenants, including limitations on mergers,
consolidations and dissolutions; sales of assets; investments and acquisitions; indebtedness and liens; repurchases of shares of capital stock and
options to purchase shares of capital stock; transactions with affiliates; sale and leaseback transactions; and restricted payments.

In addition, the Amended Credit Agreement requires the Company to meet the following financial covenants:

• a fixed charge coverage ratio as of the end of any fiscal quarter of not less than 1.35 to 1.00, based upon the ratio of (i) consolidated
EBITDA (as defined in the Amended Credit Agreement) less the actual amount paid by the Company and its subsidiaries in cash on account of
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capital expenditures and taxes to (ii) consolidated interest expense for such period, scheduled principal payments required to be made on
consolidated total debt during such period and certain restricted payments paid during such period, in each case measured for the four
consecutive fiscal quarters ending on or immediately prior to such date; and

• a maximum leverage ratio not greater than 3.75 to 1.00, based upon the ratio of (i) consolidated total debt to (ii) consolidated
EBITDA (as defined in the Amended Credit Agreement).

At June 26, 2009, the Company was in compliance with all covenants under its Senior Credit Facility. The obligations under the Senior Credit
Facility are unconditionally guaranteed by each of Stanley�s existing and subsequently acquired or organized subsidiaries and are secured on a
first-priority basis by security interests (subject to permitted liens) in substantially all assets owned by the Company and each of its subsidiaries,
including the shares of capital stock of its subsidiaries, subject to certain exceptions.

9
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7.  ACQUISITIONS

Oberon Associates, Inc.

On July 15, 2008, Stanley acquired Oberon Associates, Inc. (�Oberon�), an engineering, intelligence operations and information technology
services company for approximately $167.8 million at closing, net of cash acquired, plus an additional $3.0 million in post closing net working
capital and other purchase price adjustments. Stanley financed the acquisition with borrowings under its Senior Credit Facility.

Oberon provides engineering, operational intelligence and information technology support to multiple elements of the U.S. Army, in addition to
the U.S. Air Force, Defense Information Systems Agency, Transportation Security Administration and several agencies throughout the
intelligence community. Oberon�s areas of expertise include biometrics systems engineering, integration and operational deployment; intelligence
community support; communications engineering; and information technology and enterprise data management. The acquisition of Oberon
expands the range of solutions offered to the Company�s customers, bringing to Stanley biometric applications experts, functional experts within
the intelligence community, and expertise in communications and information management systems.

In accordance with SFAS No. 141, Business Combinations (�SFAS No. 141�), the acquisition was accounted for under the purchase method of
accounting. Accordingly, the results of Oberon have been included in the accompanying condensed consolidated financial statements since the
date of acquisition. The purchase price has been allocated to the assets acquired and liabilities assumed based upon their estimated fair values.
Of the purchase consideration, $149.1 million has been allocated to goodwill, based upon the excess of the purchase price over the $8.6 million
estimated fair value of net tangible assets and $13.1 million has been assigned to other identifiable intangible assets. The Company is continuing
to evaluate the fair value of the assets and liabilities of Oberon and will complete the purchase accounting entries relating to the acquisition prior
to the end of the Company�s fiscal 2010 second quarter. None of the amount allocated to goodwill is expected to be deductible for tax purposes.
Included in identifiable intangibles arising from the Oberon acquisition are $10.5 million, $1.9 million and $0.7 million related to customer
contracts and relationships, order backlog and non-compete agreements, respectively. The amortization period for customer contracts and
relationships, order backlog and non-compete agreements is five years, two years and three years, respectively. No residual value has been
assumed at the end of their useful lives.

8. STOCKHOLDERS� EQUITY

Common Stock

Stanley has one class of common stock, with each share of common stock having one vote per share. Holders of common stock share in
dividends declared, if any, by the board of directors.

Stanley repurchased 3,254 shares of stock from its employees for $0.1 million during the three months ended June 26, 2009. The repurchases
were made to satisfy certain employees� tax obligations upon the vesting of restricted stock. The shares were recorded at market price using the
cost method of accounting.
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Equity Compensation

Under the 2006 Omnibus Incentive Compensation Plan (the �Omnibus Plan�), Stanley is authorized to provide awards for a maximum of
4,000,000 shares of common stock to directors, officers, employees or consultants. The Omnibus Plan allows for cash awards, restricted stock
awards, restricted stock units, stock appreciation rights, performance units, fully vested shares, option awards and other equity-related awards.
Vesting periods of these awards vary. Except as otherwise determined by the board of directors, the option awards may not have an exercise
price less than the fair market value of the common stock on the date the option is granted.

On May 6, 2009, the board of directors of the Company adopted the Amended and Restated 2006 Omnibus Incentive Compensation Plan (the
�Amended and Restated Plan�), subject to approval from its stockholders at the 2009 Annual Meeting of Stockholders to be held on August 7,
2009. The Amended and Restated Plan is the successor to and continuation of the Omnibus Plan. If approved, the Amended and Restated Plan
will, among other things, (i) increase the number of shares reserved for issuance under the plan by 500,000 shares, from 4,000,000 shares to
4,500,000 shares, (ii) raise the sub-limit for the maximum number of shares that may be delivered pursuant to incentive stock options under the
plan from 2,300,000 shares to 4,500,000 shares and (iii) eliminate the sub-limit for the maximum number of shares that may be delivered as
restricted stock awards under the plan.

Prior to July 2006, under the Executive Deferred Compensation and Equity Incentive Plan (the �Executive Plan�), Stanley was authorized to
provide awards for a maximum of 15,000,000 shares of common stock to key employees and non-employee directors. The Executive Plan
allowed for cash awards, restricted stock awards, restricted stock trust awards and option awards. Vesting periods of these awards varied.
Holders of restricted stock awards have voting rights with respect to the awards. The trustee of restricted stock trust awards has voting rights
with respect to the trust awards. The option awards granted under the Executive Plan have exercise prices that range from 85% to 110% of the
fair market value of the common stock on the date the option was granted. No further grants under the Executive Plan will be made.

10
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Effective April 1, 2006, the Company adopted the provisions of SFAS No. 123(R) using the prospective-transition method. Under that transition
method, compensation cost recognized in the three months ended June 26, 2009 includes compensation cost for all share-based payments
granted on or after April 1, 2006, based on the grant-date fair value estimated in accordance with the provisions of SFAS No. 123(R). The
Company is required to account for any portion of awards outstanding at the date of adoption of SFAS No. 123(R) using the accounting
principles originally applied to those awards.

The Company has presented all tax benefits resulting from stock-based compensation awarded prior to the adoption of SFAS No. 123(R) as
operating cash flows in the accompanying unaudited condensed consolidated statements of cash flows. The tax benefits associated with
share-based compensation in effect prior to the adoption of SFAS No. 123(R) were $0.1 million and $1.9 million for the three months ended
June 26, 2009 and June 27, 2008, respectively. For share-based payment transactions awarded subsequent to the adoption of SFAS No. 123(R),
the tax benefits in excess of the compensation cost recognized are classified as financing cash flows. The excess tax benefits associated with
share-based payment transactions accounted for after the adoption of SFAS No. 123(R) were $0.3 million and $0.4 million for the three months
ended June 26, 2009 and June 27, 2008, respectively, and are disclosed within financing activities in the accompanying Condensed Consolidated
Statements of Cash Flows.

The fair value of each option award is estimated on the date of grant using the Black-Scholes-Merton closed-form option-pricing model that uses
the assumptions noted in the following table. Expected volatility for the three months ended June 26, 2009 was based on historical volatility of
the Company�s stock price. Expected volatility for the three months ended June 27, 2008 was based on a weighted-average of the historical
volatilities of similar public entities. The expected term of options granted is derived using the simplified method and represents the period of
time that options granted are expected to be outstanding. Options granted meet the criteria of �plain vanilla� for purposes of applying the
simplified method. This method was used as the Company did not have sufficient historical exercise data to provide a reasonable basis upon
which to estimate expected term due to the limited period of time the shares have been publicly traded. The risk-free rate for periods within the
contractual life of the option is based on the U.S. Treasury yield curve in effect at the time of grant. The Company has not issued dividends in
the past nor does it currently intend to issue dividends in the near future.

A summary of the weighted average assumptions is presented below.

Three Months Ended
June 26, 2009 June 27, 2008

Expected volatility 38.8% 32.3%
Expected dividends 0.0% 0.0%
Expected term (in years) 3.5 3.5
Risk-free rate 1.6% 2.6%

During the three months ended June 26, 2009, the Company granted 455,226 stock option awards at a weighted-average exercise price of
$25.22, which reflects the fair value of the shares on the date of grant. These options vest ratably over three years and have a contractual term of
five years. The options have a weighted-average fair value of $7.66 per share. The weighted-average fair value of stock option awards granted
during the three months ended June 26, 2009 and June 27, 2008, as determined by the Black-Scholes-Merton closed-form option-pricing model,
was $7.66 and $6.86, respectively. The stock option awards that vested during the three months ended June 26, 2009 and June 27, 2008 had a
combined fair value of $1.8 million and $1.2 million, respectively.

A summary of option activity for the year ended March 31, 2009, and the three months ended June 26, 2009 is presented below.
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Options
Number of 

Underlying Shares
Weighted-Average

Exercise Price
Aggregate Intrinsic

Value (in thousands)
Outstanding at April 1, 2008 1,609,475 $ 9.15
Granted 445,210 $ 26.43
Exercised (338,834) $ 5.17 $ 7,762
Forfeited (111,452) $ 14.90
Outstanding at April 1, 2009 1,604,399 $ 14.38
Granted 455,226 $ 25.22
Exercised (95,519) $ 8.99 $ 1,798
Forfeited (42,416) $ 14.41
Outstanding at June 26, 2009 1,921,690 $ 17.22 $ 29,081

A summary of nonvested stock option activity for the three months ended June 26, 2009 is presented below.

11
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Nonvested Options
Number of

Underlying Shares
Weighted-Average

Fair Value
Outstanding at April 1, 2009 1,051,141 $ 5.46
Granted 455,226 $ 7.66
Vested (364,674) $ 5.05
Forfeited (42,416) $ 4.84
Outstanding at June 26, 2009 1,099,277 $ 6.53

A summary of vested stock options at June 26, 2009, and stock options expected to vest in future periods is presented below.

Options

Number of 
Underlying 

Shares

Weighted- 
Average 
Exercise 

Price

Weighted-Average
Remaining

Contractual Term
(years)

Aggregate 
Intrinsic 
Value (in 

thousands)
Exercisable 822,413 $ 11.44 4.2 $ 17,201
Expected to vest 1,016,831 $ 21.54 4.5 $ 10,989
Exercisable and expected to vest 1,839,244

During the three months ended June 26, 2009, the Company granted 44,678 restricted stock awards at a weighted-average fair value of $25.22
per share that vest ratably over a period of three years. The weighted-average fair value of restricted stock awards granted during the three
months ended June 26, 2009 and June 27, 2008 was $25.22 and $25.12, respectively. The restricted stock awards that vested during the three
months ended June 26, 2009 and June 27, 2008 had a combined fair value of $0.9 million and $0.7 million, respectively.

A summary of restricted stock activity for the three months ended June 26, 2009 is presented below.

Restricted Stock Number of Shares
Weighted-Average

Fair Value
Outstanding at April 1, 2009 676,437 $ 24.25
Granted 44,678 $ 25.22
Vested (50,137) $ 17.59
Forfeited (54,157) $ 24.72
Outstanding at June 26, 2009 616,821 $ 24.82

During the three months ended June 26, 2009 and June 27, 2008, the Company recognized $1.8 million and $1.1 million of share-based
compensation costs, respectively. As of June 26, 2009, there was $17.5 million of total unrecognized compensation cost related to nonvested
share-based compensation arrangements granted under the Omnibus Plan. That cost is expected to be recognized over a weighted-average period
of 2.5 years.

Prior to the adoption of SFAS No. 123(R), the fair market value of each issuance and grant was determined by the Company on a
contemporaneous basis. The Company recorded stock-based deferred compensation in aggregate of approximately $1.4 million in connection
with compensatory grants of stock options and shares of restricted stock awarded during fiscal 2006 and 2007. Approximately $0.1 million of
compensation expense was recognized during the three months ended June 26, 2009. The remaining deferred compensation of $0.5 million will
be amortized over the final two years of the vesting period of the awards.
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9.  COMMITMENTS AND CONTINGENCIES

Contract Cost Audits� Substantially all payments to Stanley under cost-reimbursable contracts and subcontracts with the U.S. Government are
provisional payments, which are subject to potential adjustments upon audit by the Defense Contract Audit Agency (�DCAA�). Audits through
December 31, 2005 have been completed. In the opinion of management, adjustments resulting from the audits of all subsequent years are not
expected to have a material effect on the Company�s financial position, results of operations, or cash flows.

Litigation� The Company is involved in legal actions in the normal course of business. These actions, when finally concluded and determined,
will not, in the opinion of management, have a material effect on the Company�s financial position, results of operations or cash flows.

12
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ITEM 2.  MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion in conjunction with the unaudited and audited consolidated financial statements and the
accompanying notes included in this Form 10-Q and our Annual Report on Form 10-K for the fiscal year ended March 31, 2009, filed by us
with the Securities and Exchange Commission on May 21, 2009. This discussion contains forward-looking statements that involve risks and
uncertainties. Our actual results may differ materially from those discussed in or implied by any of the forward-looking statements as a result of
various factors, including but not limited to, those listed in the �Risk Factors� section of this Report, as well as in our Annual Report on Form
10-K for the fiscal year ended March 31, 2009. We caution readers not to place undue reliance on any such forward-looking statements, which
speak only as of the date made. We are under no duty to update any of the forward-looking statements after the date of this Quarterly Report on
Form 10-Q to conform these statements to actual results, except as required by law.

Overview

We provide information technology services and solutions to U.S. defense, intelligence and federal civilian government agencies. We offer our
customers solutions and expertise to support their mission-essential needs at any stage of program, product development or business lifecycle
through five service areas: systems engineering, enterprise integration, operational logistics, business process outsourcing and advanced
engineering and technology. As a systems integrator, we apply these five service areas to enable our customers to achieve interoperability
between different business processes and information technology systems.

Contracts funded by federal government agencies account for substantially all of our revenues. As of June 26, 2009, we had approximately 300
active contractual engagements across more than 50 federal government agencies. Our customers include all major agencies of the Department
of Defense, the Department of State, the Department of Homeland Security, the Department of Transportation, the Department of the Treasury,
NASA, the Department of Justice and the Department of Health and Human Services.

Key Metrics Evaluated By Management

We manage and assess the performance of our business by evaluating a variety of financial and non-financial metrics derived from and in
addition to our United States generally accepted accounting principles, or GAAP, results. The most significant of these metrics are discussed
below.

Revenue Growth

We closely monitor revenue growth in order to assess the performance of our business. In monitoring this growth, we focus on both internal
revenue growth and revenue growth through acquisitions. Our internal revenue growth is driven primarily by two factors. First, internal revenue
growth is driven by adding new customers. For example, over the past several years we have added the Department of Homeland Security�s
Citizenship and Immigration Services, the Department of the Treasury�s Office of the Comptroller of the Currency, the National Guard Bureau,
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the Department of Transportation and agencies in the intelligence community as new customers. Second, internal revenue growth is driven by
increasing revenues with existing customers by adding new contracts or expanding existing contracts. For example, since the initial award of our
contract with the Department of State for the provision of passport processing and support services, the scope of services provided by us, and the
revenues generated by those services, have grown significantly.

Our revenue growth strategy also includes the pursuit of strategic acquisitions. We have completed the following six acquisitions since 2000:

Acquired Company Date of Acquisition
GCI Information Services, Inc. January 2000

CCI, Incorporated September 2002
Fuentez Systems Concepts, Inc. December 2003
Morgan Research Corporation February 2006

Techrizon, LLC April 2007
Oberon Associates, Inc. July 2008

For further information on our recent acquisition of Oberon Associates, Inc. (�Oberon�), please see Note 7 to the Condensed Consolidated
Financial Statements, included elsewhere in this report.
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Backlog

We monitor backlog, which provides us with visibility of our future revenues, as a measure of the strength of our target markets and our ability
to retain existing contracts and win new contracts. The following table summarizes our backlog as of the dates indicated:

As of
June 26, 2009 June 27, 2008

(in millions)
Backlog:
Funded $ 351.4 $ 308.5
Unfunded 1,672.2 1,687.9
Total Backlog $ 2,023.6 $ 1,996.4

Each year, a significant portion of our revenues is derived from our backlog, and a significant portion of our backlog represents work related to
the continuation of services and solutions under contracts or projects where we are the incumbent provider.

We define backlog as the amount of revenues we expect to realize (i) over the remaining base contract performance period and (ii) from the
exercise by the customer of option periods that we reasonably believe will be exercised, in each case from signed contracts in existence as of the
measurement date. We do not include contract ceiling values, which represent the maximum amount of contract awards that could be awarded to
all contractors under government-wide acquisition contracts or agency-specific indefinite delivery/indefinite quantity contracts in our backlog
calculation.

We also do not include in backlog (i) the expected amount of revenues that would be realized if, and when, we were successful in the re-compete
of signed contracts in existence as of the measurement date, or (ii) the expected amount of revenues that would be realized from future
unidentified growth on signed contracts and task orders in existence as of the measurement date.

We define funded backlog as the portion of our backlog for which funding currently is appropriated and obligated to us under a signed contract
or task order by the purchasing agency, or otherwise authorized for payment to us by a customer upon completion of a specified portion of work,
less the amount of revenue we have previously recognized under the contract. Our funded backlog does not include the full potential value of our
contracts because Congress often appropriates funds to be used by an agency for a particular program or contract on a yearly or quarterly basis,
even though the contract may call for performance over a number of years. As a result, contracts typically are only partially funded at any point
during their term, and all or some of the work to be performed under the contracts may remain unfunded unless and until Congress makes
subsequent appropriations and the procuring agency allocates funding to the contract.

Contract Mix

We work with the federal government under contracts employing one of three types of price structures: cost-plus-fee, time-and-materials and
fixed-price. Cost-plus-fee contracts are typically lower risk arrangements and thus yield lower profit margins than time-and-materials and

Edgar Filing: Stanley, Inc. - Form 10-Q

30



fixed-price arrangements. Because the customer usually specifies the type of contract for a particular contractual engagement, we generally do
not influence the choice of contract type. However, where we do have the opportunity to influence the contract type, and where customer
requirements are clear, we prefer time-and-materials and fixed-price arrangements rather than cost-plus-fee arrangements because
time-and-materials and fixed-price contracts, as compared with cost-plus-fee contracts, generally provides us with a greater opportunity to
generate higher margins and provides the customer with a fixed value for services provided.

Our successful recompete win in March 2008 of the contract with the Department of State to support passport production and services and our
acquisition of Oberon in July 2008 have resulted in an increase to our percentage of time-and-materials contracts and a corresponding reduction
in the percentage of cost-plus-fee contracts. The following table summarizes our historical contract mix, measured as a percentage of total
revenues, for the periods indicated:

Three Months Ended
June 26, 2009 June 27, 2008

Cost-plus-fee 29% 33%
Time-and-materials 50% 47%
Fixed-price 21% 20%

Headcount and Labor Utilization

We generate revenues primarily from services provided by our employees and subcontractors, with services provided by our employees
generally yielding higher profits than services provided by our subcontractors. Our ability to hire and deploy additional qualified employees is a
key driver of our ability to generate additional revenues, and our successful deployment of existing employees on direct-billable jobs is a key
driver of our profitability.

14
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Indirect Costs

Indirect costs constitute a substantial portion of the costs associated with our performance of contracts. We carefully monitor the amount by
which our actual indirect costs under our contracts vary from those expected to be incurred, which we refer to as indirect expense variance.
Increased indirect rates can adversely affect our ability to achieve attractive contract pricing, our profitability, and our competitive position, by
resulting in unexpected increased costs to our customers.

Days Sales Outstanding

Days sales outstanding, or DSO, is a measure of how efficiently we manage the billing and collection of our accounts receivable, our most
significant working capital requirement. For the three months ended June 26, 2009, we reported DSO of 84 days, an increase from 81 days for
the year ended March 31, 2009. The increase in DSO was primarily the result of higher average receivables balance due to the delay of
collections on several contracts.

Unbilled Receivables

Unbilled receivables are comprised of work-in-process that will be billed in accordance with contract terms and delivery schedules, as well as
amounts billable upon final execution of contracts, contract completion, milestones or completion of rate negotiations. Because the billing of
unbilled receivables is contingent on those events, changes in the relative amount of unbilled receivables have an impact on our working capital
and liquidity.

Payments to us for performance on certain of our federal government contracts are subject to audit by the DCAA and are also subject to
government funding. We provide a reserve against our receivables for estimated losses that may result from rate negotiations, audit adjustments
and/or government funding availability. To the extent that actual adjustments due to rate negotiations, audit adjustments or government funding
availability differ from our estimates, our revenue may be impacted. Because substantially all of our receivables come from contracts funded by
the federal government, we believe that the likelihood of a material loss on an uncollectible account from this activity is low.

Critical Accounting Policies

The discussion and analysis of our financial condition and results of operations is based on our condensed consolidated financial statements,
which have been prepared in accordance with GAAP. The preparation of our condensed consolidated financial statements requires management
to make estimates and assumptions that affect reported amounts, and actual results may differ from the estimates. Our significant accounting
policies are described in Note 2 to our unaudited condensed consolidated financial statements included elsewhere in this report.
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We consider the following accounting policies to be critical to the understanding of our financial condition and results of operations because
these policies require the most difficult, subjective or complex judgments on the part of our management in their application, often as a result of
the need to make estimates about the effect of matters that are inherently uncertain, and are the most important to our financial condition and
operating results.

Revenue Recognition

We recognize revenue under our contracts when a contract has been executed, the contract price is fixed and determinable, delivery of services
or products has occurred and collectibility is considered probable and can be reasonably estimated. Revenue is earned under cost-plus-fee,
fixed-price and time-and-materials contracts. We use a standard management process to determine whether all required criteria for revenue
recognition have been met, which includes regular reviews of our contract performance. This review covers, among other matters, progress
against a schedule, outstanding action items, effort and staffing, quality, risks and issues, subcontract management, costs incurred, commitments
and customer satisfaction. During this review, we determine whether the overall progress on a contract is consistent with the effort expended.

Contract revenue recognition inherently involves the use of estimates. Examples of estimates include the contemplated level of effort to
accomplish the tasks under the contract, the cost of the effort and an ongoing assessment of our progress toward completing the contract. From
time to time, as part of our standard management process, facts develop that require us to revise our estimated total costs and revenues. To the
extent that a revised estimate affects contract profit or revenue previously recognized, we record the cumulative effect of the revision in the
period in which the facts requiring the revision become known. The full amount of an anticipated loss on any type of contract is recognized in
the period in which it becomes probable and can be reasonably estimated.

Under cost-plus-fee contracts, revenues are recognized as costs are incurred and include an estimate of applicable fees earned. For level of effort
or term cost-plus-fee contracts, fixed fees are earned in proportion to the percentage of required effort delivered. We consider fixed fees under
cost-plus-fee contracts to be earned in proportion to the allowable costs actually incurred in performance of the contract for level of effort
contracts. For completion type cost-plus-fee contracts, fixed fees are earned in proportion to the percentage of work completed. For
time-and-materials contracts, revenues are computed by multiplying the number of direct labor-
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hours expended in performance of the contract by the contractual billing rates and adding other billable direct and indirect costs. For fixed-price
contracts, revenues are recognized as services are performed, using the percentage-of-completion method, applying the cost-to-cost or units of
delivery method, in accordance with ARB 45 and SOP 81-1.

For cost-plus-award fee type contracts, we recognize the expected fee to be awarded by the customer at the time such fee can be reasonably
estimated, based on factors such as prior award experience and communication with the customer regarding performance, including any interim
performance evaluations rendered by the customer. For cost-plus-incentive fee type contracts, the method of calculating the incentive fee is
specified in the contract and it is typically based on measuring actual costs to perform the contract against a target cost to perform the contract.
We prepare periodic estimates to complete the contract and adjust the incentive fee as required based on the contract incentive fee formula.

Our contracts with agencies of the government are subject to periodic funding by the respective contracting agency. Funding for a contract may
be provided in full at inception of the contract or ratably throughout the contract as the services are provided. From time to time, we may
proceed with work based on customer direction prior to the completion and signing of formal contract documents. Such situations require
completion of a formal internal review process and management approval prior to commencement of work. Additionally, revenue associated
with such work is recognized without profit and only when it can be reliably estimated and realization is probable. We base our estimates on
notices to proceed from our customers, previous experience with customers, communications with customers regarding funding status, and our
knowledge of available funding for the contract or program. Pre-contract costs related to unsuccessful contract bids are expensed in the period in
which we are notified that the contract will not be issued.

Disputes occasionally arise in the normal course of our business due to events such as delays, changes in contract specifications, and questions
of cost allowability or collectibility. Such matters, whether claims or unapproved change orders in the process of negotiation, are recorded at the
lesser of their estimated net realizable value or actual costs incurred, and only when the realization is probable and can be reliably estimated.
Claims against us are recognized where a loss is considered probable and can be reasonably estimated in amount.

The allowability of certain costs under government contracts is subject to audit by the government. Certain indirect costs are charged to contracts
using provisional or estimated indirect rates, which are subject to later revision based on government audits of those costs. Management is of the
opinion that costs subsequently disallowed, if any, would not be significant.

Contract Cost Accounting

As a contractor providing services primarily to the federal government, we must categorize our costs as either direct or indirect and allowable or
unallowable. Direct costs are those costs that are identified with specific contracts. These costs include labor, travel, subcontractor and
consultant services, third party materials we purchase under a contract and other non-labor costs incurred in support of a contract. Indirect costs
are those costs not identified with specific contracts. Rather, indirect costs are allocated to contracts in accordance with federal government rules
and regulations. These costs typically include certain of our selling, general and administrative expenses, fringe benefit expenses, overhead
expenses and depreciation and amortization costs. Direct and indirect costs that are not allowable under the Federal Acquisition Regulation or
specific contract provisions cannot be considered for reimbursement under our federal government contracts. We must specifically identify these
costs to ensure we comply with these requirements. Our unallowable costs include a portion of our executive compensation, certain employee
morale activities, certain types of legal and consulting costs, interest expense and the amortization of identified intangible assets, among others.
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Goodwill and Intangible Assets

Goodwill represents the excess of cost over the fair value of net tangible and identifiable intangible assets of acquired companies. In accordance
with SFAS No. 142, Goodwill and Other Intangible Assets (�SFAS No. 142�), we do not amortize goodwill. Rather, we test goodwill for
impairment at least on an annual basis. Testing for impairment is a two-step process as prescribed by SFAS No. 142. The first step is a test for
potential impairment, while the second step measures the amount of impairment, if any. Under the guidelines of SFAS No. 142, we are required
to perform an impairment test at least on an annual basis at any time during the fiscal year, provided that the test is performed at the same time
every year. An impairment loss would be recognized when the assets� fair value is below their carrying value. We have elected the last day of our
third fiscal quarter as our testing date. Based on the testing performed as of December 26, 2008, we determined that no impairments existed.
Customer relationships are amortized on a straight-line basis over periods ranging from five to seven years. Non-competition agreements are
amortized on a straight-line basis over three years. Backlog and contracts are amortized on a straight-line basis over periods ranging from two to
five years.
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Results of Operations

Our historical financial statements reflect the operating results of Oberon from July 15, 2008, the date of acquisition. The following unaudited
tables set forth the results of operations expressed in thousands of dollars and as a percentage of revenues, for the periods below:

Three Months Ended
Consolidated Statements of Income Data June 26, 2009 June 27, 2008
Revenues $ 208,747 $ 172,566
Operating costs and expenses:
Cost of revenues 173,089 145,760
Selling, general and administrative 14,092 10,659
Depreciation and amortization 2,830 1,841
Total operating costs and expenses 190,011 158,260
Operating income 18,736 14,306
Other income (expense):
Other income 3 2
Interest income 37 125
Interest expense (1,147) (536)
Total other expenses (1,107) (409)
Income before taxes 17,629 13,897
Provision for income taxes (6,965) (5,580)
Net income $ 10,664 $ 8,317

Three Months Ended
As a Percentage of Revenues June 26, 2009 June 27, 2008
Revenues 100.0% 100.0%
Operating costs and expenses:
Cost of revenues 82.9 84.5
Selling, general and administrative 6.8 6.2
Depreciation and amortization 1.4 1.1
Total operating costs and expenses 91.0 91.7
Operating income 9.0 8.3
Other income (expense):
Other income � �
Interest income � 0.1
Interest expense (0.5) (0.3)
Total other expenses (0.5) (0.2)
Income before taxes 8.4 8.1
Provision for income taxes (3.3) (3.2)
Net income 5.1% 4.8%

We generate revenues primarily from services provided by our employees and subcontractors, with services provided by our employees
generally yielding higher profits than services provided by our subcontractors. To a lesser degree, we earn revenues through reimbursable travel
and other reimbursable direct and indirect costs to support the contractual effort and third-party hardware and software that we purchase and
integrate for customers as part of the solutions we provide.
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Our most significant expense is cost of revenues, which includes the costs of direct labor, subcontractors, materials, equipment,
non-reimbursable travel and an allocation of indirect costs (other than selling, general and administrative expenses and depreciation). Indirect
costs consist primarily of fringe benefits, human resources, recruiting, training, other overhead and certain other non-direct costs that are
necessary to support direct labor. The number and types of personnel, their salaries and other costs, can have a significant impact on our cost of
revenues.

Our selling, general and administrative expenses include costs not directly associated with performing work for our customers. These costs
include wages plus associated fringe benefits, stock-based compensation charges, rent, travel, insurance and professional fees. Among the
functions covered by these expenses are sales, business development, contract administration, legal, finance, accounting, human resources,
information technology and general management. Most of these costs are allowable costs under the cost accounting standards for contracting
with the federal government and are recoverable under cost-plus-fee contracts.

Our depreciation and amortization expenses include the amortization of purchased intangibles in connection with acquisitions, the amortization
of leasehold improvements and the depreciation of property and equipment purchased in the ordinary course of business.
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Certain revenues and payments we receive are based on provisional billings and payments that are subject to adjustment after audit. Federal
government agencies have the right to challenge our cost estimates and allocation methodologies with respect to government contracts. In
addition, contracts with these agencies are subject to audit and possible adjustment to give effect to unallowable costs under cost-plus-fee
contracts or to other regulatory requirements affecting both cost-plus-fee and fixed-price contracts.

Comparison of Results of Operations for the Three Months Ended June 26, 2009 and June 27, 2008

Revenues.  Our consolidated revenues increased $36.1 million, or 21.0%, from $172.6 million for the three months ended June 27, 2008, to
$208.7 million for the three months ended June 26, 2009. The increase was primarily due to $12.5 million of increased revenues attributable to
military intelligence training and operations support for the U.S. Army, $10.5 million of increased revenues attributable to biometric software
development, training and support for certain agencies in the Department of Defense, offset by $11.5 million of decreased revenues due to
reduced demand for passport services for the Department of State. The balance of increased revenues was a result of engineering and technical
support services for the U.S. Air Force and the Defense Information Systems Agency, production and engineering services under various
SPAWAR programs, and information technology life cycle support and logistics management services for the U.S. Army. A significant portion
of this growth was due to the impact of the contracts obtained as part of the Oberon acquisition.

Cost of Revenues.  Our cost of revenues increased $27.3 million, or 18.7%, from $145.8 million for the three months ended June 27, 2008, to
$173.1 million for the three months ended June 26, 2009. This increase was primarily the result of additional costs attributable to revenues
associated with the increased services referred to above. Cost of revenues represented 82.9% of revenues for the three months ended June 26,
2009, as compared to 84.5% of revenues for the three months ended June 27, 2008. This decrease was primarily the result of a greater
percentage of more profitable time-and-material and fixed price contracts.

Selling, General and Administrative.  Our selling, general and administrative expense increased $3.4 million, or 32.2%, from $10.7 million for
the three months ended June 27, 2008, to $14.1 million for the three months ended June 26, 2009. This increase was primarily due to higher
share-based payment expenses, an increase in business development costs and higher selling, general and administrative expenses attributable to
the acquisition of Oberon. Selling, general and administrative expense represented 6.8% of revenues for the three months ended June 26, 2009,
as compared to 6.2% of revenues for the three months ended June 27, 2008. This increase was primarily a result of higher selling, general and
administrative expense as a percentage of revenues associated with supporting contracts and operations that were obtained as part of the Oberon
acquisition.

Depreciation and Amortization.  Our depreciation and amortization expense increased $1.0 million, or 53.7%, from $1.8 million for the three
months ended June 27, 2008, to $2.8 million for the three months ended June 26, 2009. The increase in depreciation and amortization was
primarily due to the amortization of intangible assets associated with the acquisition of Oberon as well as depreciation expense associated with
capital expenditures and leasehold improvements.

Interest Income.  Our interest income decreased $0.1 million from $0.1 million for the three months ended June 27, 2008, to $0.0 million for the
three months ended June 26, 2009. The interest income for the three months ended June 27, 2008 was primarily due to interest earned on
collections of delayed payments from several customers.

Edgar Filing: Stanley, Inc. - Form 10-Q

38



Interest Expense.  Our interest expense increased $0.6 million from $0.5 million for the three months ended June 27, 2008, to $1.1 million for
the three months ended June 26, 2009. The increase in interest expense was primarily due to borrowings under our Senior Credit Facility relating
to the Oberon acquisition, partially offset by a lower overall borrowing rate.

Provision for Income Taxes. Our effective tax rate decreased by 0.7% from 40.2% for the three months ended June 27, 2008, to 39.5% for the
three months ended June 26, 2009. The decrease was primarily attributable to a lower consolidated effective state income tax rate.

Net Income.  Our net income increased $2.4 million, or 28.2%, from $8.3 million for the three months ended June 27, 2008, to $10.7 million for
the three months ended June 26, 2009. The primary reasons for the increase in net income were higher revenues and increased operating income
as well as improved margins primarily due to a larger percentage of more profitable time-and-material and fixed-price contracts.

Liquidity and Capital Resources

Short-Term Liquidity Requirements.  We generally consider our short-term liquidity requirements to consist primarily of funds necessary to
finance the costs of operations pending the billing and collection of accounts receivable. We expect to meet our short-term liquidity needs
through existing cash balances and cash provided by our operations and, if necessary, from borrowings under our Senior Credit Facility (defined
below).
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Long-Term Liquidity Requirements.  We generally consider our long-term liquidity requirements to consist primarily of funds necessary to pay
scheduled debt maturities, non-recurring capital expenditures and the costs associated with acquisitions that we may pursue. Historically, we
have satisfied our long-term liquidity requirements through various sources of capital, including cash provided by operations, equity offerings
and borrowings under our Senior Credit Facility.

We believe that these sources of capital will continue to be available to us in the future to fund our long-term liquidity requirements. However,
our ability to incur additional debt is dependent upon a number of factors, including our degree of leverage, the value of our unencumbered
assets, borrowing restrictions imposed by existing lenders and general market conditions. In addition, our ability to raise funds through the
issuance of equity securities is dependent upon, among other things, general market conditions and market perceptions about us. We will
continue to analyze which source of capital is most advantageous to us at any particular point in time, but the equity markets may not be
consistently available on terms that are attractive, or at all.

We expect we will require additional borrowings, including borrowings under our Senior Credit Facility, to satisfy our long-term liquidity
requirements. Other sources of liquidity may be sales of common or preferred stock.

Cash Flows

Accounts receivable represents our largest working capital requirement. We bill most of our customers monthly after services are rendered. Our
operating cash flow is primarily affected by the overall profitability of our contracts, our ability to invoice and collect from our customers in a
timely manner, and our ability to manage our vendor payments.

Three Months Ended
June 26, 2009 June 27, 2008

(in millions)
Net cash provided by operating activities $ 9.4 $ 8.1
Net cash used in investing activities $ (1.5) $ (3.4)
Net cash (used in) provided by financing activities $ (5.1) $ 0.6

Net cash provided by operating activities of $9.4 million for the three months ended June 26, 2009 primarily reflected the increased earnings as a
result of the improved profitability of our contracts and the decrease in the amount of estimated tax payments, partially offset by an increase in
accounts receivable due to the timing of collections. Net cash provided by operating activities of $8.1 million for the three months ended June
27, 2008 primarily reflected our net income plus depreciation and amortization expenses, $1.9 million of income tax benefits from stock
compensation and a decrease in our accounts receivable, partially offset by a decrease in accounts payable do to the timing of payments to
several vendors.

Net cash used in investing activities of $1.5 million for the three months ended June 26, 2009 consisted primarily of purchases of office
equipment and leasehold improvements to support our continued growth in operations. Net cash used in investing activities of $3.4 million for
the three months ended June 27, 2008 consisted primarily of leasehold improvements for a new facility leased in Alexandria, Virginia.
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Net cash used in financing activities of $5.1 million for the three months ended June 26, 2009 consisted primarily of $6.0 million in payments on
our revolving portion of our Senior Credit Facility, partially offset by $0.9 million in proceeds from the exercise of stock options. Net cash
provided by financing activities of $0.6 million for the three months ended June 27, 2008 consisted primarily of proceeds from the exercise of
stock options.

As of June 26, 2009, we had approximately $4.6 million in available cash.

Credit Facility and Borrowing Capacity

We are party to a credit agreement (�Senior Credit Facility� or �Amended Credit Agreement�) with a group of lenders for which SunTrust Robinson
Humphrey, Inc. acted as sole book manager and lead arranger, SunTrust Bank acted as administrative agent and M&T Bank and BB&T Bank
acted as co-documentation agents.

At June 26, 2009, the lenders� aggregate commitment under the Senior Credit Facility was $277.1 million, which consisted of a $241.6 million
revolving line of credit (�Revolver�) and a $35.5 million term loan (�Term Loan�), and we had outstanding indebtedness of $35.5 million on the
Term Loan and $129.0 million on the Revolver, with a weighted-average interest rate of approximately 1.87% and 3.81% for the three months
ended June 26, 2009 and June 27, 2008, respectively.  At June 26, 2009, our borrowing availability under the Senior Credit Facility was $112.5
million, including outstanding letters of credit.

Under the terms of the Amended Credit Agreement, we may request an increase in the size of the Revolver by an aggregate amount not greater
than $33.4 million. If any lender elects not to increase its commitment, we may designate another bank or other financial institution to become a
party to the Amended Credit Agreement.
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The Amended Credit Agreement also contains a number of affirmative and restrictive covenants, including limitations on mergers,
consolidations and dissolutions; sales of assets; investments and acquisitions; indebtedness and liens; repurchases of shares of capital stock and
options to purchase shares of capital stock; transactions with affiliates; sale and leaseback transactions; and restricted payments.

In addition, the Amended Credit Agreement requires us to meet the following financial covenants:

• a fixed charge coverage ratio as of the end of any fiscal quarter of not less than 1.35 to 1.00, based upon the ratio of (i) consolidated
EBITDA (as defined in the Amended Credit Agreement) less the actual amount paid by us and our subsidiaries in cash on account of capital
expenditures and taxes to (ii) consolidated interest expense for such period, scheduled principal payments required to be made on consolidated
total debt during such period and certain restricted payments paid during such period, in each case measured for the four consecutive fiscal
quarters ending on or immediately prior to such date; and

• a maximum leverage ratio not greater than 3.75 to 1.00, based upon the ratio of (i) consolidated total debt to (ii) consolidated
EBITDA (as defined in the Amended Credit Agreement).

At June 26, 2009, we were in compliance with all covenants under its Senior Credit Facility. The obligations under the Senior Credit Facility are
unconditionally guaranteed by each of our existing and subsequently acquired or organized subsidiaries and are secured on a first-priority basis
by security interests (subject to permitted liens) in substantially all assets owned by us and each of our subsidiaries, including the shares of
capital stock of our subsidiaries, subject to certain exceptions.

Capital Expenditures

Our capital expenditures were $1.5 million and $3.4 million for the three months ended June 26, 2009 and June 27, 2008, respectively.
Substantially all of these expenditures consisted of leasehold improvements and purchases of office equipment.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements as defined in Item 303(a)(4)(ii) of SEC Regulation S-K as of June 26, 2009.

Recent Accounting Pronouncements
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In May 2009, the FASB issued Statement of Financial Accounting Standards No. 165, Subsequent Events (�SFAS 165�). SFAS 165 establishes
general standards of accounting for and disclosure of events that occur after the balance sheet date but before financial statements are issued or
available to be issued. SFAS 165 requires the disclosure of the date through which an entity has evaluated subsequent events and the basis for
that date. SFAS 165 is effective for the interim and annual periods ended after June 15, 2009, and, accordingly, we adopted this statement during
our first fiscal quarter ended June 26, 2009. SFAS 165 requires that public entities evaluate subsequent events through the date that the financial
statements are issued. We have evaluated subsequent events through the time of filing these financial statements with the SEC on August 4,
2009.

In June 2009, the FASB issued Statement of Financial Accounting Standards No. 168, The FASB Accounting Standards Codification
(�Codification�) and the Hierarchy of Generally Accepted Accounting Principles (�GAAP�), a replacement of FASB Statement No. 162 (�SFAS 168�).
SFAS 168 establishes the Codification as the single source of authoritative GAAP in the United States, other than rules and interpretive releases
issued by the SEC. The Codification is a reorganization of current GAAP into a topical format that eliminates the current GAAP hierarchy and
establishes instead two levels of guidance � authoritative and nonauthoritative. All non-grandfathered, non-SEC accounting literature that is not
included in the Codification will become nonauthoritative. The FASB�s primary goal in developing the Codification is to simplify user access to
all authoritative GAAP by providing all the authoritative literature related to a particular accounting topic in one place. The Codification will be
effective for interim and annual periods ending after September 15, 2009. As the Codification is not intended to change or alter existing GAAP,
it is not anticipated to impact our condensed consolidated financial position, results of operations or cash flows.
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ITEM 3.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our principal exposure to market risk relates to changes in interest rates. From time to time, we enter into interest rate swap agreements to
effectively limit exposure to interest rate movements within the parameters of our interest rate hedging policy. As of June 26, 2009, all of the
outstanding debt under our Senior Credit Facility, with the exception of that portion covered by an interest rate swap, was subject to floating
interest rate risk. In October 2006, we entered into an interest rate swap agreement covering fifty percent of our term indebtedness under which
the swap and term debt maturities match. Even after giving effect to this agreement, we are exposed to risks due to fluctuations in the market
value of this agreement and changes in interest rates with respect to the portion of our Senior Credit Facility that is not covered by this
agreement. A hypothetical increase in the interest rate of 100 basis points would have increased our three month interest expense on that portion
of our outstanding debt not covered by the interest rate swap by $0.4 million.

ITEM 4.  CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

As of June 26, 2009, under the supervision and with the participation of our management, including our chief executive officer and our chief
financial officer, we have evaluated the effectiveness of the design and operation of our disclosure controls and procedures pursuant to Rule
13a-15 of the Securities Exchange Act of 1934, as amended, or Exchange Act. Based on this evaluation, our chief executive officer and our chief
financial officer have concluded that our disclosure controls and procedures are effective in providing reasonable assurance that the information
required to be disclosed in this report has been recorded, processed, summarized and reported as of the end of the period covered by this report. 
In evaluating the disclosure controls and procedures, management recognized that any controls and procedures, no matter how well designed and
operated, can provide only reasonable assurance of achieving the desired control objectives and management necessarily was required to apply
its judgment in evaluating the cost-benefit relationship of possible controls and procedures.

Changes in Internal Control over Financial Reporting

There has not been any change in our internal control over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act) identified in
connection with the evaluation required by Rule 13a-15(d) under the Exchange Act during the quarter ended June 26, 2009 that has materially
affected, or is reasonably likely to materially affect, those controls.

Limitations on the Effectiveness of Controls

Our management, including our chief executive officer and chief financial officer, does not expect that our disclosure controls and procedures
and internal controls over financial reporting will prevent all error and all fraud. A control system, no matter how well conceived and operated,
can provide only reasonable, not absolute, assurance that the objectives of the control system are met, and our management has concluded that
our disclosure controls and procedures and internal controls over financial reporting were effective at a reasonable assurance level as of June 26,
2009. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be
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considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute
assurance that all control issues and instances of fraud, if any, with the Company have been detected. These inherent limitations include the
realities that judgments in decision-making can be faulty and that breakdowns can occur because of simple error or mistake. Additionally,
controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by management override of the
controls.

The design of any system of controls also is based in part upon certain assumptions about the likelihood of future events, and there can be no
assurance that any design will succeed in achieving its stated goals under all potential future conditions. Over time, a control may become
inadequate because of changes in conditions or the degree of compliance with the policies or procedures may deteriorate. Because of the
inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and may not be detected.
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PART II: OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Neither we, nor any of our subsidiaries, are currently subject to any material legal proceedings, nor, to our knowledge, is any material legal
proceeding threatened against us.

ITEM 1A. RISK FACTORS

In addition to the other information set forth in this report, you should carefully consider the risks discussed in �Part I, Item 1A. Risk Factors� in
our Form 10-K for the fiscal year ended March 31, 2009. These risks and uncertainties have the potential to affect materially our business,
financial condition, results of operation, cash flows and future prospects.

We do not believe that there have been any material changes to the risk factors previously disclosed in our Form 10-K for the fiscal year ended
March 31, 2009.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Issuer Purchases of Equity Securities

Period

Total Number
 of Shares

 Purchased
Average Price
Paid per Share

Total Number of Shares
Purchased as Part of Publicly

Announced Plans or
Programs

Maximum Number of Shares
that

May Yet Be Purchased Under
the

Plans or Programs
April 1, 2009 - May 1, 2009 � $ � � �
May 2, 2009 - May 29, 2009 3,254(1) $ 25.92 � �
May 30, 2009 - June 26, 2009 � $ � � �

(1) Represents shares of common stock repurchased by the Company to satisfy certain employees� tax obligations upon the vesting of restricted
stock.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
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None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

See the exhibit index.
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SIGNATURES

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

STANLEY, INC.

/s/ PHILIP O. NOLAN
Philip O. Nolan
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
August 4, 2009

/s/ BRIAN J. CLARK
Brian J. Clark
Executive Vice President, Chief Financial Officer and Treasurer
(Principal Financial and Accounting Officer)
August 4, 2009
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EXHIBIT INDEX

Exhibit No. Description

3.1 Amended and Restated Certificate of Incorporation of Stanley, Inc. (incorporated by reference to Exhibit 3.1 to the Company�s
Form 10-K for the fiscal year ended March 31, 2008)

3.2 Amended and Restated Bylaws of Stanley, Inc. (incorporated by reference to Exhibit 3.2 to the Company�s Form 10-K for the
fiscal year ended March 31, 2008)

10.1 Stanley Executive Savings Plan, dated as of May 6, 2009 (incorporated by reference to Exhibit 10.26 to the Company�s Form
10-K for the fiscal year ended March 31, 2009)�

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*

32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of The Sarbanes-Oxley Act of
2002.*

*      Filed herewith

�     Denotes management contract or compensation plan or arrangement
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