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PART 1.  FINANCIAL INFORMATION

ITEM 1.  FINANCIAL STATEMENTS

LAWSON SOFTWARE, INC.
CONDENSED  CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)
(unaudited)

February 28, May 31,
2007 2006

ASSETS
Current assets:

Cash and cash equivalents $ 222,303 $ 210,154
Restricted cash, current (Note 7) 8,541 —
Marketable securities 44,849 90,348
Trade accounts receivable, net (Note 6) 185,118 159,933
Income taxes receivable 2,623 4,577
Deferred income taxes − current 24,242 21,465
Prepaid expenses and other assets 30,183 28,085

Total current assets 517,859 514,562

Long−term marketable securities 3,937 6,079
Property and equipment, net 28,823 26,189
Goodwill (Note 11) 491,329 454,550
Other intangible assets, net (Note 11) 139,553 154,695
Deferred income taxes − non−current 7,859 9,294
Restricted cash, non−current (Note 7) 6,449 —
Other assets 7,936 5,283

Total assets $ 1,203,745 $ 1,170,652

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Long−term debt − current $ 3,368 $ 3,475
Accounts payable 25,135 26,137
Accrued compensation and benefits 82,289 88,245
Other accrued liabilities 90,833 74,882
Income taxes payable 2,604 3,195
Deferred income taxes − current 5,122 4,221
Deferred revenue (Note 8) 166,857 146,206

Total current liabilities 376,208 346,361
Long−term debt − non−current 5,278 4,275
Deferred income taxes − non−current 8,351 9,039
Long−term deferred revenue (Note 8) 15,417 10,840
Other long−term liabilities 11,204 8,478

Total liabilities 416,458 378,993
Commitments and contingencies (Note 12)
Stockholders’ equity:

Preferred stock; $0.01 par value; 42,562 shares authorized; no shares issued or outstanding — —
Common stock; $0.01 par value; 750,000 shares authorized; 198,797 and 196,105 shares issued,

respectively; 187,795 and 185,651 shares outstanding, at February 28, 2007 and May 31, 2006,
respectively 1,988 1,961

Additional paid−in capital 818,368 800,168
Treasury stock, at cost; 11,003 and 10,454 shares at February 28, 2007 and May 31, 2006,

respectively (74,470) (69,237)
Deferred stock−based compensation — (131)
Retained earnings 9,623 38,692
Accumulated other comprehensive income 31,778 20,206

Total stockholders’ equity 787,287 791,659
Total liabilities and stockholders’ equity $ 1,203,745 $ 1,170,652

The accompanying notes are an integral part of the Condensed Consolidated Financial Statements.

Source: Lawson Software, Inc, 10−Q, April 09, 2007
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LAWSON SOFTWARE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)
(unaudited)

Three Months Ended Nine Months Ended
February 28, February 28, February 28, February 28,

2007 2006 2007 2006

Revenues:
License fees $ 26,434 $ 15,099 $ 65,243 $ 51,824
Maintenance 73,308 45,423 213,861 133,590
Consulting 91,465 27,173 258,433 79,232

Total revenues 191,207 87,695 537,537 264,646

Cost of revenues:
Cost of license fees 5,950 2,727 16,842 7,922
Cost of maintenance 15,815 6,857 44,500 21,563
Cost of consulting 77,956 25,719 227,979 77,650

Total cost of revenues 99,721 35,303 289,321 107,135

Gross profit 91,486 52,392 248,216 157,511

Operating expenses:
Research and development 20,380 14,325 63,235 42,875
Sales and marketing 39,744 17,655 116,534 56,092
General and administrative 25,714 9,644 73,919 36,555
Restructuring (Note 10) 11,540 — 14,900 5
Amortization of acquired intangibles 2,465 346 7,254 1,077

Total operating expenses 99,843 41,970 275,842 136,604

Operating (loss) income (8,357) 10,422 (27,626) 20,907

Other income:
Other income, net 3,083 2,814 10,426 7,486
Interest expense (Note 5) (1,660) (1) (2,305) (26)

Total other income, net 1,423 2,813 8,121 7,460

(Loss) income before taxes (6,934) 13,235 (19,505) 28,367
Provision for income taxes 2,834 3,228 9,564 7,627
Net (loss) income $ (9,768) $ 10,007 $ (29,069) $ 20,740

Net (loss) income per share:
Basic $ (0.05) $ 0.10 $ (0.16) $ 0.20

Diluted $ (0.05) $ 0.09 $ (0.16) $ 0.19

Shares used in computing net (loss) income per share:
Basic 187,666 103,572 186,962 102,384

Diluted 187,666 108,033 186,962 106,877

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

(in thousands)
(unaudited)

Nine Months Ended
February 28, February 28,

2007 2006

Cash flows from operating activities:
Net (loss) income $ (29,069) $ 20,740
Adjustments to reconcile net (loss) income to net cash (used in) provided by operating

activities:
Depreciation and amortization 29,199 10,573
Deferred income taxes (822) (1,102)
Provision for doubtful accounts 3,769 (1,303)
Excess tax benefit from stock transactions (1,785) —
Loss on disposal of assets 137 —
Tax benefit from stock−based compensation expense 1,434 4,255
Stock−based compensation expense 5,513 6,705
Amortization of discounts on notes payable — 17
Amortization of discounts and premiums on marketable securities (375) (311)

Changes in operating assets and liabilities, net of effect from acquisitions:
Trade accounts receivable (9,492) (5,637)
Prepaid expenses and other assets (5,286) 3,628
Accounts payable (2,073) (935)
Accrued and other liabilities (12,935) (1,186)
Income taxes payable (1,130) 4,327
Deferred revenue 6,737 (1,146)

Net cash (used in) provided by operating activities (16,178) 38,625

Cash flows from investing activities:
Cash paid in conjunction with acquisitions, net of cash acquired (Note 5) (3,575) (2,929)
Cash placed under restriction (Note 7) (14,990) —
Purchases of marketable securities (100,420) (116,425)
Maturities of marketable securities 148,010 72,773
Sale of marketable securities 500 —
Purchases of property and equipment (10,677) (2,967)
Net cash provided by (used in) investing activities 18,848 (49,548)

Cash flows from financing activities:
Principal payments on long−term debt (1,351) (1,684)
Cash proceeds from long−term debt 3,222 —
Payments on capital lease obligations (1,406) —
Exercise of stock options 10,055 9,266
Excess tax benefit from stock transactions 1,785 —
Issuance of treasury shares for employee stock purchase plan 2,023 2,737
Repurchase of common stock (5,900) —
Net cash provided by financing activities 8,428 10,319

Effect of exchange rate changes on cash and cash equivalents 1,051 —
Increase (decrease) in cash and cash equivalents 12,149 (604)
Cash and cash equivalents at the beginning of the period 210,154 187,744
Cash and cash equivalents at the end of the period $ 222,303 $ 187,140

The accompanying notes are an integral part of the Condensed Consolidated Financial Statements.
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LAWSON SOFTWARE, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1.  NATURE OF BUSINESS AND BASIS OF PRESENTATION

Nature of Business

Lawson Software, Inc. (the “Company”) provides business application software, consulting and maintenance to customers
primarily in the services sector, trade industries and manufacturing/distribution sectors specializing in a variety of specific markets
within these sectors including healthcare, public services, retail, financial services, food and beverage, manufacturing and wholesale
distribution.  The Company’s software includes a variety of applications to help automate and integrate critical business processes,
aiding in collaboration among its clients and their partners, suppliers and employees.  Through the Company’s consulting services we
primarily help our clients implement their Lawson applications and through our maintenance we provide product updates, on−going
support and technical assistance to clients using our products.

Basis of Presentation

The unaudited Condensed Consolidated Financial Statements include the accounts of the Company and its branches and
majority−owned subsidiaries operating in the United States of America, Latin America and Canada (Americas); Europe, Middle East
and Africa (EMEA) and Asia−Pacific (APAC).  The Company’s subsidiaries that are minority−owned are accounted for under the
equity method.  The unaudited Condensed Consolidated Financial Statements included herein reflect all adjustments, in the opinion of
management, necessary to fairly state the Company’s consolidated financial position, results of operations and cash flows for the
periods presented. These adjustments consist of normal, recurring items. The preparation of financial statements in conformity with
generally accepted accounting principles in the United States requires management to make estimates and assumptions that affect the
reported amounts therein. Due to the inherent uncertainty involved in making estimates, actual results in future periods may differ
from those estimates. The results of operations for the three and nine month periods ended February 28, 2007, are not necessarily
indicative of the results to be expected for any subsequent quarter or for the entire fiscal year ending May 31, 2007. The unaudited
Condensed Consolidated Financial Statements and notes are presented as permitted by the requirements for Form 10−Q and do not
contain certain information included in the Company’s annual financial statements and notes. The Condensed Consolidated Balance
Sheet data for the year ended May 31, 2006 was derived from audited financial statements, but does not include all disclosures
required by accounting principles generally accepted in the United States of America.  The accompanying interim Condensed
Consolidated Financial Statements should be read in conjunction with the financial statements and related notes included in the
Company’s Annual Report on Form 10−K filed with the Securities and Exchange Commission for the fiscal year ended May 31, 2006.

Reclassifications

The unaudited Condensed Consolidated Financial Statements for the prior fiscal year contain certain reclassifications to
conform prior year’s data to the current presentation.  These reclassifications included a balance sheet reclassification of $18.9 million
of unbilled accounts receivable from the newly acquired Intentia International AB to accounts receivable from prepaid and other
assets, where Intentia had previously classified this balance, to conform to the current presentation of classifying unbilled accounts
receivable in accounts receivable and a balance sheet reclassification of certain employee compensation liabilities to be included in the
accrued compensation and benefits line item reclassified from other accrued liabilities.  These reclassifications had no effect on
previously reported net earnings or stockholders’ equity.

Fiscal Year

Our fiscal year is from June 1 to May 31.  Unless otherwise stated, references to the years 2007 and 2006 relate to the fiscal
years ended May 31, 2007 and 2006, respectively.  References to future years also relate to our fiscal year ended May 31.

2.  STOCK−BASED COMPENSATION

On June 1, 2006, the Company adopted the provisions of Financial Accounting Standards Board (FASB) Statement of
Financial Accounting Standards (SFAS) No. 123 (revised 2004) Share−Based Payment (SFAS No. 123(R)) which replaced SFAS No.
123 Accounting for Stock−Based Compensation (SFAS No. 123) and superseded Accounting Principles Board
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(APB) Opinion No. 25 Accounting for Stock Issued to Employees (APB Opinion No. 25). Under SFAS No. 123(R) stock−based
employee compensation cost is recognized using the fair value based method for all new awards granted after June 1, 2006 and
unvested awards outstanding at June 1, 2006.  Compensation costs for unvested stock options and awards that are outstanding at June
1, 2006, will be recognized over the requisite service period based on the grant−date fair value of those options and awards as
previously calculated under the pro forma disclosures under SFAS No. 123(R), using a straight−line method.  The Company elected
the modified−prospective method of adopting SFAS No. 123(R), under which prior periods are not retroactively restated. 
Stock−based compensation expense for non−vested awards granted prior to the effective date is being recognized over the remaining
service period using the fair value based compensation cost estimated for SFAS No. 123 pro forma disclosures.  Total stock−based
compensation expense included in the Company’s Condensed Consolidated Statements of Operations for the three months ended
February 28, 2007, was $1.8 million, or $1.2 million net of tax, none of which is capitalized.  This had an impact of $0.01 on the
Company’s earnings per share for the three months ended February 28, 2007.  Total stock−based compensation expense for the nine
months ended February 28, 2007, was $5.5 million, or $3.5 million net of tax, none of which is capitalized.  This had an impact of
$0.02 of the Company’s earnings per share for the nine months ended February 28, 2007.  During the three months ended February 28,
2006, prior to the adoption of SFAS No. 123(R), stock−based employee compensation expense recognized by the Company was not
material.  During the nine months ended February 28, 2006, prior to the adoption of SFAS No. 123(R), the Company recognized $6.6
million, or $4.1 million of after tax stock−based employee compensation expense, that included a $6.3 million, or $3.8 million
non−cash after tax charge resulting from the negotiated separation agreement with its former president and chief executive officer.

Stock Options

Stock option awards are granted at exercise prices equal to the most recent closing price of the Company’s common stock at
the time of the grant.  All of the Company’s stock option awards are qualified stock options which vest over a four−year to six−year
period subject to acceleration under certain events and expire seven to ten years after the date of the grant.  The Company currently
grants stock options under the Lawson Software, Inc. 2001 Stock Incentive Plan (2001 Plan) and the Lawson Software, Inc. 1996
Stock Incentive Plan (1996 Plan).  As of February 28, 2007, there were approximately 29.3 million shares available for future grants
under the aforementioned plans.

Amendments to Stock Option Agreements

Effective on June 1, 2005, the Company amended the stock options held by each of its non−employee directors to: (1) fully
vest and eliminate the Company’s call right to purchase shares issued after exercise and (2) allow those options to be exercised until
the earlier of two years after resignation as a director or ten years after the date of grant.  No compensation expense was recognized
for the three months ended February 28, 2006 as a result of this change.  This change resulted in recognizing $0.1 million in
compensation expense for the nine months ended February 28, 2006 due to the fact that these options were “in−the−money” at the
time they were modified.  There was no impact to the Company’s income statement for the three and nine months ended February 28,
2007 as a result of this amendment.

Effective on June 1, 2005, the Company amended the stock options that had an exercise price per share greater than or equal
to $5.95 (the closing price on Nasdaq on June 1, 2005) and that are held by each officer who is currently subject to the reporting
requirements of Section 16 of the Securities Exchange Act of 1934, to allow that officer to exercise the options that are unexercised
and vested as of that officer’s employment termination date until the earlier of two years after termination employment or ten years
after the date of grant.  Stock options previously granted to any Section 16 reporting person with an exercise price per share less than
$5.95 were not amended.  This amendment had no impact to the Company’s Statement of Operations for the three and nine months
ended February 28, 2007.  Under APB No. 25, there was no charge required in the Company’s Statement of Operations.  In the pro
forma calculation, there was no charge for the three months ended February 28, 2006, and a charge of $0.5 million, net of tax, for the
nine months ended February 28, 2006.

Effective June 2, 2005, as part of the separation agreement with its former Chief Executive Officer, the Company amended
the stock options compensation such that the outstanding stock options held by the former Chief Executive Officer that had an
exercise price greater than the closing price for shares of the Company’s common stock on June 1, 2005, were amended to cease
vesting after termination of full time employment and extend the exercise period to two years from the end of full time employment. 
This change resulted in no expense for the three months ended February 28, 2006, and $6.3 million, or $3.8 million net of tax, in
compensation expense for the nine months ended February 28, 2006.  There was no impact to the Company’s Statement of Operations
for the three and nine months ended February 28, 2007 as a result of this amendment.  As these options were 100% vested, under the
fair value based method, the Company recognized $0.4 million, net of tax, relating to the incremental value on the modified options as
compared to the options before modification in the pro forma calculation for the nine months ended February 28, 2006.
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Effective October 11, 2006, the Company amended the stock option agreement entered into with the Company’s Chief
Executive Officer on June 2, 2005 pertaining to the grant on June 2, 2005 of non−qualified stock options for the purchase of 2.5
million shares of the Company’s common stock.  Under the terms of the amendment, on October 11, 2006 the stock option agreement
was modified so that the vesting of those stock options accelerate 100%: (1) if the Chief Executive Officer is terminated without cause
or resigns for good reason (as defined in the stock option agreement) within two years of a change in control of the Company (as
defined in the stock option agreement), (2) if the stock options were terminated as part of a change in control of the Company, or (3)
upon the Chief Executive Officer’s death, disability or retirement (as defined in the stock option agreement).  The Compensation
Committee approved this amendment so that the conditions for acceleration of vesting for the Chief Executive Officer’s stock options
would be the same as the stock options granted to the Company’s new Chief Financial Officer on October 5, 2006 and the stock
options previously granted to other executive officers.  Because the nature of this amendment does not change the assumptions used
under SFAS No. 123(R) when estimating the value of these stock options before and after the amendment, there is no additional
expense under SFAS No. 123(R) and thus there was no impact to the Company’s income statement for the three and nine months
ended February 28, 2007.

Valuation Assumptions

The Company uses the Black−Scholes option pricing model (Black−Scholes model) to determine the fair value of stock
options as of the grant date. The fair value of stock options under the Black−Scholes model requires management to make
assumptions regarding projected employee stock option exercise behaviors, risk−free interest rates, volatility of the Company’s stock
price and expected dividends.

The expense recognized for shares purchased under the Company’s Employee Stock Purchase Plan (ESPP) is equal to the
15% discount the employee receives at the end of the calendar quarter. The fair value of restricted stock and restricted stock unit
awards is based on the Company’s closing stock price on the business day immediately prior to the grant date.  For the period ended
February 28, 2006, for ESPP we used a volatility rate of 52.0%, a term of .25 years and an interest rate of 4.16%.

The following table provides the weighted average fair value of options granted to employees and the related assumptions
used in the Black−Scholes model (weighted average fair value of options granted are in thousands):

Three Months Ended Nine Months Ended
February 28, February 28,

2007 2006 2007 2006

Fair value of options granted $ 3,051 $ 18 $ 9,409 $ 8,910
Weighted average per option fair value$ 3.20 $ 3.65 $ 3.51 $ 3.13
Assumptions used for option grants:

Expected life (years)(a) 4.2 5.0 4.7 5.0
Risk−free interest rate (b) 4.7% 4.2% 4.7% 3.6%
Volatility(c) 43.6% 52.0% 49.6% 56.0%
Dividend yield(d) 0.0% 0.0% 0.0% 0.0%
Forfeiture rate(e) 6.1% N/A 6.1% N/A

(a)  Expected life:  Prior to June 1, 2006, the Company calculated expected life based on historical observations.  After adoption
of FAS 123(R), the Company calculates expected life based on historical observations, taking into account the contractual
life of the option and expected time to post−vesting forfeiture and exercise.

(b)  Risk−free interest rate:  The rate is based on the U.S. Treasury zero−coupon yield curve on the grant date for a maturity that
correlates to the expected life of the options.  For fiscal 2007 the three month range is 4.39% to 4.85% and the nine month
range is 4.39% to 5.03%.  The interest rate for the three month period ended February 28, 2006 was 4.16%, and the nine
month range was 3.53% to 4.32%.

(c)  Volatility:  The Company is using a combination of historical and implied volatility (blended method) to calculate the
volatility.  In the Black−Scholes model, volatility is calculated over the options expected term.  Currently the Company’s
historical volatility calculation uses a look back period equal to the estimated life of the grant and for
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grants with estimated lives of five years or more the Company uses a look back period up to and including the Company’s
IPO period which is approximately 4.72 years.

(d)  Dividend yield:  The Company does not expect to issue dividends for the foreseeable future.

(e)  Forfeiture rate:  The pre−vesting forfeiture rate is calculated based on historical actual forfeitures of options compared to
grants. Prior to the adoption of SFAS No. 123(R), the Company accounted for forfeitures as they occurred.

Stock−Based Compensation Expense

SFAS No. 123(R) requires companies to estimate the fair value of stock−based payment awards on the date of grant using an
option−pricing model.  The Company uses the Black−Scholes option−pricing model which requires the input of significant
assumptions including an estimate of the average period of time employees will retain vested stock options before exercising them, the
estimated volatility of the Company’s common stock price over the expected term and the number of options that will ultimately be
forfeited before completing vesting requirements.  Changes in the assumptions can materially affect the estimate of fair value of
equity−based compensation and, consequently, the related expense recognized.  The value of the portion of the award that is
ultimately expected to vest is recognized as expense over the requisite vesting period in the Company’s Condensed Consolidated
Statements of Operations.  Prior to adopting SFAS No. 123(R), the Company elected the option of disclosure only under SFAS No.
123.  In its disclosures, the Company has historically used the Black−Scholes option pricing model to determine the fair value of its
share based compensation arrangements.  Upon the adoption of SFAS No. 123(R), the Company continued to utilize the
Black−Scholes model and adopted the modified prospective method.

The amount of stock−based compensation expense recognized in the Company’s Condensed Consolidated Statements of
Operations for the three and nine months ended February 28, 2007, included compensation expense for stock−based payment awards
granted on or prior to June 1, 2006, but not yet vested as of that date.  Prior to June 1, 2006, the Company accounted for these awards
in accordance with the provisions of APB No. 25.  Stock−based employee compensation cost was recognized using the fair value
based method for all new awards granted after June 1, 2006.  Compensation costs for unvested stock options and awards that are
outstanding at June 1, 2006 will be recognized over the requisite service period based on the grant−date fair value of those options and
awards as previously calculated under the pro forma disclosures under SFAS No. 123.  Because stock−based compensation expense
recognized in the Company’s Condensed Consolidated Statements of Operations for the three and nine months ended February 28,
2007, is based on awards ultimately expected to vest, the expense was reduced for estimated forfeitures.  SFAS No. 123(R) requires
forfeitures to be estimated at the time of grants and revised, if necessary, in subsequent periods if actual forfeitures differ from those
estimates.  In the Company’s pro forma information required under FAS 123, the Company accounted for forfeitures as they occurred.

Prior to the adoption of SFAS No. 123(R), the Company presented all tax benefits resulting from the exercise of stock
options and settlement of restricted stock awards as operating cash inflows in the Company’s Condensed Consolidated Statements of
Cash Flows in accordance with the provisions of the Emerging Issues Task Force (EITF) No. 00−15, Classification in the Statement of
Cash Flows of the Income Tax Benefit Received by a Company upon Exercise of a Nonqualified Employee Stock Option. SFAS No.
123(R) requires the benefits of tax deductions in excess of the compensation cost recognized for those options and stock awards to be
classified as financing cash inflows rather than operating cash inflows, on a prospective basis.  Although total cash flows under SFAS
No. 123(R) remain unchanged from what would have been reported under prior accounting standards, net operating cash flows are
reduced and net financing cash flows are increased due to the adoption of SFAS No. 123(R).  This amount is shown as “Excess tax
benefit from stock transactions” on the Company’s Condensed Consolidated Statements of Cash Flows.
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The following table presents the statement of operations classification of pre−tax stock−based compensation expense, for
options and restricted stock awards and Employee Stock Purchase Plan, recognized for the three and nine months ended February 28,
2007 and 2006 (in thousands):

Three Months Ended Nine Months Ended
February 28, February 28,

2007 2006 2007 2006

Cost of revenues $ 288 $ — $ 736 $ 2
Research and development 150 — 468 8
Sales and marketing 321 — 1,092 14
General and administrative 1,080 99 3,217 6,681
Stock−based compensation expense before income taxes $ 1,839 $ 99 $ 5,513 $ 6,705
Income tax benefit (677) (36) (1,964) (2,598)
Total stock−based compensation expense after income taxes $ 1,162 $ 63 $ 3,549 $ 4,107

The following table illustrates the effect on net earnings and net earnings per share for the three and nine months ended
February 28, 2006, if the Company had applied the fair value recognition provisions of SFAS No. 123 to its stock−based employee
compensation (in thousands, except per share data):

Three Nine
Months Ended Months Ended

February 28, 2006 February 28, 2006

Net income
As reported $ 10,007 $ 20,740

Add: Stock−based employee compensation expense included in reported
net income, net of taxes 60 4,104

Deduct: Total stock−based compensation expense determined under fair
value based method for all rewards, net of tax (1,302) (4,760)

Pro forma net income $ 8,765 $ 20,084

Net income per share:
Basic:

As reported $ 0.10 $ 0.20
Pro forma $ 0.08 $ 0.20

Diluted:
As reported $ 0.09 $ 0.19
Pro forma $ 0.08 $ 0.19

Tax Impacts of Stock−Based Compensation

On November 10, 2005, the FASB issued FASB Staff Position (FSP) No. FAS 123(R)−3 Transition Election Related to
Accounting for Tax Effects of Share−Based Payment Awards (FSP No. 123(R)−3).  SFAS No. 123(R)−3 provides an alternative
method of calculating the excess tax benefits available to absorb tax deficiencies recognized after the adoption of SFAS No. 123(R). 
The calculation of excess tax benefits reported as an operating cash outflow and a financing inflow in the Company’s Condensed
Consolidated Statements of Cash Flows required by SFAS No. 123(R)−3 differs from that required by SFAS No. 123(R).  The
Company has until May 31, 2007 to make a one−time election to adopt the transition method described in FSP No. FAS 123(R)−3. 
The Company is currently evaluating FSP No. FAS 123(R)−3; however, the one−time election will not affect operating income or net
income.  During the interim period, the Company used the long−form method of calculating the excess tax benefits available to absorb
tax deficiencies recognized after the adoption of SFAS No. 123(R).  For the nine months ended February 28, 2007, there were excess
tax benefits from stock transactions of $1.8 million, which are classified as an operating cash outflow and a financing cash inflow per
the new disclosure requirements of FSP No. 123(R)−3.  Prior to the adoption of SFAS No. 123(R), the Company presented all tax
benefits resulting from the exercise of stock options and settlement of restricted stock awards as operating cash flows in the
Company’s Condensed Consolidated Statements of Cash Flows.  As such, excess tax benefits from stock transactions of $4.3 million
for the nine months ended February 28, 2006, are classified as operating cash inflows.
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Stock Options

The following table summarizes stock option activity during the nine months ended February 28, 2007 (in thousands except
per share data):

Options
Outstanding 

Range of
Exercise
Prices 

Weighted
Average
Exercise

Price 

Outstanding, May 31, 2006
14,672

$1.23 −
$14.00 $ 4.96

Expired/Forfeited
(1,555)

$2.25 −
$14.00 $ 7.21

Granted at fair market value
2,680

$6.66 −
$7.87 $ 7.42

Exercised
(2,743)

$1.87 −
$7.54 $ 3.61

Outstanding, February 28,
2007 13,054

$1.23 −
$14.00 $ 5.48

The 2.7 million options granted during the nine months ended February 28, 2007 have a weighted average grant−date fair
value of $3.51.

A summary of stock options as of February 28, 2007, is as follows (in thousands except per share data):

Range of Exercise Prices

Number
of Shares

Outstanding

Weighted−
Average

Remaining
Contractual
Life (Yrs)

Weighted−
Average
Exercise

Price

Number
of Shares
Vested

Weighted−
Average

Remaining
Contractual Life

(Yrs)

Weighted−
Average
Exercise

Price

$1.23 − $1.87 116 0.45 $ 1.30 116 0.45 $ 1.30
$2.25 − $2.32 2,522 3.00 $ 2.26 2,522 3.00 $ 2.26
$2.97 833 4.25 $ 2.97 833 4.25 $ 2.97
$3.99 − $7.19 5,853   7.5 $ 5.94 3,137 6.72 $ 5.77
$7.20 − $9.77 3,713 7.93 $ 7.61 1,019 6.45 $ 7.52
$14.00 17 4.54 $ 14.00 17 4.54 $ 14.00
$1.23 − $14.00 13,054 6.48 $ 5.48 7,644 5.09 $ 4.49

As of February 28, 2007, there was $16.9 million of unrecognized compensation expense related to outstanding stock options
that is expected to be recognized over a period of 3.39 years.

The aggregate intrinsic value of options (the amount by which the market price of the stock on the date of exercise exceeded
the exercise price of the option) exercised during the three and nine months ended February 28, 2007 was $2.0 million and $9.2
million, respectively.  Cash received from the exercise of stock options for the three and nine months ended February 28, 2007 was
$3.0 million and $10.1 million, respectively.  The total tax benefit realized for the tax deductions from options exercised for the three
and nine months ended February 28, 2007 was $0.6 million and $2.3 million, respectively.

The aggregate intrinsic value of options (the amount by which the market price of the stock on the date of exercise exceeded
the exercise price of the option) exercised during the three and nine months ended February 28, 2006 was $6.5 million and $14.5
million, respectively.  Cash received from the exercise of stock options for the three and nine months ended February 28, 2006 was
$3.5 million and $9.2 million, respectively.  The total tax benefit realized for the tax deductions from options exercised for the three
and nine months ended February 28, 2006 was $2.4 million and $4.3 million, respectively.

The total intrinsic value of unexercised and in the money options at February 28, 2007 (the amount by which the market price
of the stock on the date of exercise exceeded the exercise price of the option) for options outstanding was $32.1 million and the total
intrinsic value of vested options was $26.5 million.
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Restricted Stock Awards

The following table summarizes restricted stock award activity during the nine months ended February 28, 2007 (in
thousands, except per share data):

Awards

Weighted
Average

Grant−Date
Fair−Value

Nonvested, May 31, 2006 100 $ 5.25
Granted 682 $ 7.52
Vested (50) $ 5.25
Nonvested, February 28, 2007 732 $ 7.36

On June 2, 2005, the Company granted a restricted stock award of 100,000 shares of common stock to its then newly
appointed President and Chief Executive Officer.  The shares, with a $0.5 million market value at date of grant, vest in two 50,000
share increments on June 1, 2006 and 2007, subject to acceleration upon certain events.  The market value of the restricted stock was
recorded in additional paid in capital, a component of stockholders’ equity, and is being amortized over the respective vesting periods.

During the current fiscal year the Company granted restricted stock unit awards of 682,250 shares of common stock to
various executives.  The shares, with a combined $5.1 million market value at date of grant, cliff vest three years from the date of
grant, subject to acceleration upon certain events.  The market value of the restricted stock units is being amortized over the respective
vesting periods.

For the three months ended February 28, 2007 and 2006, amortization of the unearned compensation related to restricted
stock and restricted stock units was $0.2 million and $0.1 million, respectively.  For the nine months ended February 28, 2007 and
2006, amortization of the unearned compensation related to restricted stock and restricted units was $0.5 million and $0.3 million,
respectively.

Unrecognized compensation expense related to restricted stock awards as of February 28, 2007, was $4.8 million, pre−tax,
and is expected to be recognized over a weighted average period of 2.8 years and will be adjusted for any future changes in estimated
forfeitures.  Total fair value of vested shares of restricted stock was $0.3 million as of February 28, 2007.

Employee Stock Purchase Plan

In February 2001, the stockholders of the Company approved the 2001 Employee Stock Purchase Plan (ESPP), which was
effective as of the Company’s initial public offering.  The purchase plan is intended to qualify as an employee stock purchase plan
within the meaning of Section 423 of the Internal Revenue Code of 1986, as amended.  Prior to April 2006, the Company’s plan
allowed eligible employees to purchase common stock at a price equal to 85% of the lower of the fair market value of the common
stock at the beginning or end of the offering period, which commenced each January 1 and July 1.  On April 1, 2006, the plan was
amended to allow eligible employees to purchase common stock at a price equal to 85% of the fair market value of the common stock
at the end of each quarter of the offering period.  The plan originally terminated when all of the shares reserved under the plan were
purchased or five years from the effective date unless the Board of Directors resolved to extend the purchase plan for one or more
additional periods of five years each.  In June 2006, the Board of Directors approved a five−year amendment to the plan which was
approved by stockholders.  There are 20.8 million shares of the Company’s common stock reserved for issuance under the plan, of
which 17.6 million shares were available for issuance as of February 28, 2007.  There have been 3.2 million shares issued under this
plan through February 28, 2007.

Prior to April 2006, ESPP expense was calculated using the Black−Scholes method (similar to stock option grants) using a
six month expected life, and for the three months ended February 28, 2006, a volatility of 52.0%, a risk−free interest rate of 4.16%, a
term of .25 years and a dividend rate of zero percent.  As of April 1, 2006, with the ESPP plan amendment resulting from FAS 123(R),
ESPP expense is now calculated as the 15% difference between the price paid by employees and the fair market value of the common
stock at the end of each quarter of the offering period.
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3.  PER SHARE DATA

Basic earnings per share is computed using the net (loss) income and the weighted average number of common shares
outstanding.  Diluted earnings per share reflect the weighted average number of common shares outstanding plus any potentially
dilutive shares outstanding during the period.  Potentially dilutive shares consist of shares to be issued upon the exercise of stock
options and warrants and release of restricted stock.  The following table sets forth the computation of the basic and diluted net
income per share (in thousands, except per share amounts).

Three Months Ended
February 28,

Nine Months Ended
February 28,

2007 2006 2007 2006

Basic earnings per share computation:

Net (loss) income $ (9,768) $ 10,007 $ (29,069) $ 20,740

Weighted average common shares− basic 187,666 103,572 186,962 102,384

Basic net (loss) income per share $ (0.05) $ 0.10 $ (0.16) $ 0.20

Diluted earnings per share computation:

Net (loss) income $ (9,768) $ 10,007 $ (29,069) $ 20,740

Shares calculation:
Weighted average common shares 187,666 103,572 186,962 102,384
Effect of dilutive stock options — 4,361 — 4,365
Effect of restricted stock — 100 — 100
Effect of dilutive warrants — — — 28
Weighted average common shares − diluted 187,666 108,033 186,962 106,877

Diluted net (loss) income per share $ (0.05) $ 0.09 $ (0.16) $ 0.19

Potentially dilutive shares of common stock excluded from the diluted net (loss) income per share computations were 13.8
million and 0.6 million for the three and nine months ended February 28, 2007 and 2006, respectively. Certain potentially dilutive
shares of common stock were excluded from the diluted earnings per share computation because their exercise prices were greater
than the average market price of the common shares during the period and were therefore not dilutive. Potential dilutive shares of
common stock were excluded from periods with a net loss because they were anti−dilutive.

Share Repurchase Plan

On November 13, 2006, the Company announced that the board of directors approved a share repurchase of up to $100
million of common stock.  The share repurchase will be funded using the Company’s existing cash balance and future cash flows, and
will occur through open market purchases, privately negotiated transactions and/or transactions structured through investment banking
institutions as permitted by securities laws and other legal requirements.  Market conditions will influence the timing of the buyback
and the number of shares repurchased.  Through February 28, 2007, we used $5.9 million to repurchase 867,000 shares at an average
price of $6.80.

4.  RECENT ACCOUNTING PRONOUNCEMENTS

In February 2007, the FASB issues SFAS No. 159 The Fair Value Option for Financial Assets and Financial Liabilities —
Including an Amendment of FASB Statement No. 115 (SFAS 159), which becomes effective for fiscal periods beginning after
November 15, 2007.  Under SFAS 159, companies may elect to measure specified financial instruments and warranty and insurance
contracts at fair value on a contract−by−contract basis, with changes in fair value recognized in earnings each reporting period.  This
election, called the “fair value option”, will enable some companies to reduce volatility in reported earnings caused by measuring
related assets and liabilities differently.  The Company is currently evaluating the potential impact of adopting SFAS 159 on its
Condensed Consolidated Financial Statements.

In September 2006, the FASB issued SFAS No. 158 Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans (SFAS 158).  SFAS 158 amends SFAS 87 Employers’ Accounting for Pension (SFAS 87), SFAS 88 Employers’
Accounting for Settlements and Curtailments of Defined Benefit Plans and for Benefits and for Termination Benefits (SFAS 88), and
SFAS 132R Employers’ Disclosures about Pensions and Other Postretirement Benefits.  Effective for fiscal years ending after
December 15, 2006, SFAS 158 requires balance sheet recognition of the funded status for all pension and postretirement benefit
plans.  The impact of adoption will be recorded as an adjustment of other accumulated comprehensive income. Subsequent changes in
funded status will be recognized as a component of other comprehensive income to the extent they have not yet been recognized as a
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component of net periodic benefit cost pursuant to SFAS 87 or
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SFAS 88.  Prior to the acquisition of Intentia, the Company did not maintain any plans subject to SFAS 87 or SFAS 158.  The
Company does not believe it will be required to make any disclosure under SFAS 158.

In September 2006, the FASB issued SFAS No. 157 Fair Value Measurements (SFAS No. 157).  SFAS No. 157 establishes a
common definition for fair value to be applied to GAAP guidance requiring use of fair value, establishes a framework for measuring
fair value, and expands disclosure about such fair value measurements.  SFAS No. 157 is effective for fiscal years beginning after
November 15, 2007.  The Company is currently evaluating the expected impact of the provisions of SFAS No. 157 on its results of
operations and its financial position.

In September 2006, the SEC issued Staff Accounting Bulletin No. 108 Considering the Effects of Prior Year Misstatements
when Quantifying Misstatements in Current Year Financial Statements (SAB 108).  SAB 108 provides interpretive guidance on how
the effects of the carryover or reversal of prior year misstatements should be considered in quantifying a current year misstatement. 
The SEC staff believes that registrants should quantify errors using both a balance sheet and income statement approach and evaluate
whether either approach results in quantifying a misstatement that, when all relevant quantitative and qualitative factors considered, is
material.  SAB 108 is effective for fiscal years ending on or after November 15, 2006, with early application encouraged.  The
Company is currently evaluating the expected impact of the provisions of SAB 108 on its results of operations and its financial
position.

In June 2006, the FASB issued Interpretation (FIN) No. 48 Accounting for Uncertainty in Income Taxes — an interpretation
of FASB Statement No. 109 (FIN 48).  FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s
financial statements in accordance with SFAS No. 109 Accounting for Income Taxes.  This Interpretation prescribes a recognition
threshold and measurement attribute for financial statement recognition, measurement and disclosure of tax positions that a company
has taken or expects to be taken on a tax return.  Additionally, FIN 48 provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods and transition.  Interpretation 48 is effective for fiscal years beginning after December 15,
2006, with early adoption permitted.  The Company is currently evaluating whether the adoption of FIN 48 will have a material effect
on its consolidated results of operations and financial condition.

5.  BUSINESS COMBINATIONS

Intentia International AB

On April 25, 2006, the Company completed the acquisition of Intentia International AB (Intentia).  The Company believes
that the combination provides opportunities to leverage sales channels and to sell expanded product lines across the combined
business’s customer base.  The acquisition was accomplished through Lawson’s offer to exchange Intentia’s shares and warrants for
newly issued shares of Lawson common stock (the “Exchange Offer”).  The results of operations of Intentia are included in the
statement of operations of the Company from the date of the acquisition.

The total purchase price was $460.9 million, which consisted of $443.9 million for the fair value of common stock issued in
exchange for shares and warrants in Intentia, an estimated $7.2 million for the cash purchase of the remaining common stock of
Intentia that had not been tendered (see Note 7), and $9.8 million in cash for transaction costs.  In allocating the purchase price based
on estimated fair values, the Company recorded approximately $419.3 million of goodwill, $128.5 million of identifiable intangible
assets and $80.2 million of deferred revenue. These amounts and the net liabilities assumed of $45.4 million as well as cash acquired
of $38.7 million equal the total purchase price of $460.9 million.   The aspects of the preliminary allocation of the purchase price that
are not yet finalized are the final valuation of preacquisition litigation contingencies and certain value−added tax (VAT) accruals. 
While the Company expects these adjustments to be immaterial to the financial position and results of operations, the Company is still
determining what, if any, amounts will be reflected as an adjustment to the allocation of the purchase price and/or reflected as a charge
to earnings.  The Company will finalize the purchase price allocation during the fourth quarter of fiscal 2007.

Since our acquisition of Intentia in April 2006, the Company has been accumulating information regarding Intentia customer
claims and disputes that arose in Europe and APAC before the acquisition.  Some of these claims and disputes have been outstanding
for a long time, while others were only known or managed at a local level.   As such, the process of assembling the information
relevant to finalizing estimates of our exposure has been a long one.  Initial purchase accounting accrual estimates previously recorded
for such claims and disputes have been disclosed as preliminary in our 2006 Form 10−K and subsequent 10−Q filings.  The Company
has decided upon  a different approach to settling these issues than that taken by Intentia, and during the third quarter of 2007, the
Company obtained sufficient reliable information for purposes of adjusting its preliminary estimates of fair value for these claims and
disputes.   This resulted in an incremental accrual of $11.1 million with an associated increase to goodwill, recorded as of February 28,
2007 (see Note 11).  Upon completion of its estimate, management engaged a third−party valuation firm to verify this reserve.  These
reserves are recorded at present value and are expected to be consumed through a combination of cash payments and free services
over the next 12 to 24 months.  Because the reserves are recorded at present value, an aggregate $1.2 million of interest accretion was
recorded in the third fiscal quarter of 2007.  In addition to this interest charge, during the nine months ended February 28, 2007, the
Company recorded approximately $3.0 million of expenses associated with these matters in the form of legal costs and reserve
adjustments.  The Company expects to finalize these estimates in the fourth fiscal quarter upon receipt of the independent third−party
valuation. No material adjustments are expected however it is possible there could be a charge to operations as a result of finalizing
this matter.
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Restructuring Activities. In conjunction with the acquisition, the Company approved a plan designed to eliminate employee
redundancies and terminate certain lease agreements.  The plan for reduction of Intentia employees and exit of Intentia leased facilities
was included as part of the purchase price as of the acquisition date.  See Note 10 for further discussion of this reserve.

Pro forma Financial Information. The unaudited financial information in the table below summarizes the combined results of
operations of Lawson and Intentia, on a pro forma basis, as though the companies had been combined as of the beginning of each of
the periods presented as described further below.  Pro forma financial information is presented for informational purposes only and is
not indicative of the results of operations that would have been achieved if the acquisition had taken place at the beginning of each of
the periods presented.  In addition, the pro forma financial information does not include the realization of any cost savings from
operating efficiencies, synergies or other restructuring costs or benefits as a
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result of the business combination.  The pro forma financial information presented includes the combined historical revenues,
amortization of acquired intangible assets, adjustments to interest expense, certain other purchase accounting entries and related tax
effects. The pro forma financial information does not reflect the elimination of deferred license revenue.  The Company’s actual
purchase accounting eliminated deferred license fee revenues, at the purchase date, in excess of $200 million, although the pro forma
periods presented do not include this decrease in deferred revenue and the related roll−in because it is not recurring.  Had this been
included there would have been a significant negative impact to the revenues and net income reflected below.  The information
presented in the pro forma financial information below does not represent what the Company expects current or future earnings to be
under U.S. GAAP.

The following table summarizes the pro forma financial information of combined Lawson and Intentia (in thousands, except
per share data):

Three Months Ended Nine Months Ended
February 28, 2006 February 28, 2006

Total revenues $ 87,695 $ 518,549
Net income $ 5,019 $ 43,931
Net income per share − basic $ 0.03 $ 0.24
Net income per share − diluted $ 0.02 $ 0.23

Competency Assessment Solutions

On July 20, 2006, the Company acquired all of the outstanding equity of Competency Assessment Solutions (CAS) for $2.0
million in cash.  The acquisition was completed to augment the Company’s human capital management solutions.  A final contingent
payment of $0.3 million in cash was made on December 4, 2006.  In the allocation of the excess purchase price over the fair value of
assets acquired $1.3 million was allocated to goodwill and $1.3 million was allocated to amortizable intangible assets which included
acquired technology and a non−compete agreement.  These amounts and the net liabilities assumed of $0.3 million equal the total
purchase price of $2.3 million.  The financial results of CAS are included in the Company’s Condensed Consolidated Statements of
Operations from the date of acquisition.  Pro forma information is not presented as it is not material to the Company’s Condensed
Consolidated Statements of Operations for the three and nine months ended February 28, 2007.

Sigma

On December 14, 2006, the Company and Sigma Enterprise Applications AB (Sigma) entered into a purchase agreement
whereby the Company acquired from Sigma for approximately $1.0 million in cash, $0.3 million of assumed liabilities and a
contingent additional payment of up to $0.6 million, Sigma’s business pertaining to the maintenance and servicing of the Company’s
legacy Lawson (“S3”) products. The acquisition was completed to augment sales of S3 products in the Nordic region.  The allocation
of the purchase price of $1.3 million along with transaction costs of $0.1million was allocated accordingly: $1.3 million to existing
technology, to be amortized over a five year period, and $0.1 million to a non−compete agreement, to be amortized over a three year
period.  The financial results for Sigma are included in the Company’s Condensed Consolidated Statements of Operations from the
date of acquisition.  Pro forma information is not presented as it is not material to the Company’s Condensed Consolidated Statements
of Operations for the three and nine months ended February 28, 2007.
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6.  TRADE ACCOUNTS RECEIVABLE

The components of trade accounts receivable as of February 28, 2007 and May 31, 2006 were as follows (in thousands):

As of As of
February 28, May 31,

2007 2006

Trade accounts receivable $ 170,922 $ 146,891
Unbilled accounts receivable 29,654 32,990
Less: allowance for doubtful

accounts (15,458) (19,948)
Trade accounts receivable, net $ 185,118 $ 159,933

Unbilled accounts receivable represents revenue recognized on contracts for which billings have not yet been presented to the
customer because the amounts were earned but not contractually billable as of the balance sheet date.

7.  RESTRICTED CASH

The Company has $15.0 million held as restricted cash as of February 28, 2007.  Approximately $13.2 million of this relates
to collateral to secure a bank guarantee for the settlement of the purchase of the remaining shares of Intentia.  The arbitration process
dictates that the Company is required to hold this amount although the amount may not be indicative of the purchase price of the
remaining shares.  The balance of $1.8 million relates to various guarantees of the Company’s properties worldwide.  Of the $15.0
million, we expect $8.5 million to be spent within one year.  The remaining restricted cash has been classified as a non−current asset
on the balance sheet.

8.  DEFERRED REVENUE

The components of deferred revenue as of February 28, 2007 and May 31, 2006 were as follows (in thousands):

As of As of
February 28, May 31,

2007 2006

License fees $ 32,710 $ 11,098
Maintenance 134,759 138,144
Consulting 14,805 7,804

Total deferred revenue $ 182,274 $ 157,046
Less current portion (166,857) (146,206)

Long−term portion of deferred revenue $ 15,417 $ 10,840

9.  COMPREHENSIVE (LOSS) INCOME

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

Three Months Ended
February 28, 

Nine Months Ended
February 28,

2007 2006 2007 2006

Net (loss) income $ (9,768) $ 10,007 $ (29,069) $ 20,740
Unrealized gain (loss) on available−for−sale investments, net

of taxes (benefit) of $6 and $(14) for the three months ended
February 28, 2007 and 2006, respectively, and $33 and $(27)
for the nine months ended February 28, 2007 and 2006,
respectively 10 (22) 54 (43)

Net foreign currency translation adjustment (3,449) 295 11,518 (185)
Other comprehensive (loss) income (3,439) 273 11,572 (228)

Comprehensive (loss) income $ (13,207) $ 10,280 $ (17,497) $ 20,512

Source: Lawson Software, Inc, 10−Q, April 09, 2007
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10.  RESTRUCTURING

The following table summarizes the components of restructuring (in thousands):

in thousands Total
Fiscal
2007

Fiscal
2006

Intentia

Fiscal
2006

legacy
Lawson

Fiscal
2005

Phase I & II

Balance, May 31,
2006 $ 30,771 $ — $ 29,480 $ 1,189 $ 102
Provision for

restructuring 15,099 11,549 — 3,550 —
Cash payments (16,181) (597) (13,731) (1,721) (132)
Adjustments to

provision (1,950) — (1,751) (273) 74
Balance, February

28, 2007 $ 27,739 $ 10,952 $ 13,998 $ 2,745 $ 44

Fiscal 2007 Restructuring

On February 28, 2007, the Company’s management completed a roadmap for optimizing the Company’s productivity by
enhancing global sourcing capabilities and resources.  This roadmap calls for the rebalancing of the Company’s resources between
various locations primarily in the United States, Europe and the Company’s global support center in the Philippines.  Management
envisions the reduction of approximately 350 employees primarily in the Company’s U.S. and European operations over the course of
the next five quarters ending May 31, 2008.  This reduction will include employees working in all areas of the Company,
predominantly in consulting and research and development.  In conjunction with this roadmap and in accordance with SFAS No. 112,
Employers’ Accounting for Postemployment Benefits, the Company recorded a charge of $11.5 million.  As management takes actions
in pursuing these goals, additional charges related to this roadmap which are not in the scope of SFAS No. 112 may be recorded in
future periods, but the timing and extent of these charges are not currently determinable.  For the three months ended February 28,
2007, $0.6 million of cash severance payments were made, which resulted in a balance of $10.9 million remaining as of February 28,
2007.  The Company expects cash payments to be made through November 30, 2008.

Fiscal 2006 Restructuring

On April 26, 2006, in conjunction with the acquisition of Intentia, the Company approved a plan designed to eliminate
employee redundancies and exit or reduce leased facilities in both legacy Lawson and Intentia.

Fiscal 2006 legacy Lawson.  The plan for legacy Lawson includes the reduction of approximately 60 employees in the United
States and United Kingdom and the exit or reduction in space for leases in certain facilities.  The reduction of employees include
employees who work in operations, marketing, sales, research and development, maintenance and consulting.  As of May 31, 2006 the
Company had a reserve of $1.2 million for severance and related benefits recorded and no reserve recorded for the exit of leased
facilities.  For the three months ended February 28, 2007, $0.03 million of net reductions of severance and related benefits and no
costs to exit leased facilities were recorded, respectively.  For the three months ended February 28, 2007, $0.3 million of cash
payments were made for severance and related benefits and $0.2 million of cash payments were made for the exit of leased facilities. 
For the nine months ended February 28, 2007, $0.2 million of net reductions of severance and related benefits and $3.2 million of
costs to exit leased facilities were recorded, respectively.  The adjustments were made as part of the effort to finalize the purchase
price allocation of the Intentia acquisition.  For the nine months ended February 28, 2007, $1.1 million and $0.6 million of cash
payments were made for severance and related benefits and the exit of leased facilities, respectively.  This resulted in an ending
balance as of February 28, 2007 for both severance and related benefits and the reserve for the exit or reduction of leased facilities of
$2.7 million.  The company expects cash payments for severance and related benefits to be made through the first quarter of fiscal
2008 and cash payments for the exit of leased facilities to be made up to approximately two years subsequent to the end of fiscal 2007.

Fiscal 2006 Intentia.  The plan for Intentia includes the reduction of approximately 125 employees in the EMEA and APAC
regions and the exit or reduction in space for leases in certain facilities.  The reduction of employees include employees who work in
all functional areas of the Company.  As of May 31, 2006 the Company had a reserve of $12.7 million for severance and related
benefits recorded and $16.8 million of reserve recorded for the exit of leased facilities for a total reserve of $29.5 million.  For the
three months ended February 28, 2007, there were no additions, but there were $2.1 million in reductions made to severance and
related benefits, as well as $0.3 million of additions for costs to exit leased facilities as a result of changes in estimate.  For the three
months ended February 28, 2007, $2.8 million of cash payments were made for severance and related benefits and $4.0
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million of cash payments were made for the exit of leased facilities.  For the nine months ended February 28, 2007, $2.1 million in
reductions for severance and related benefits, and $0.3 million of additions for costs to exit leased facilities were made.  For both the
three and nine month periods ended February 28, 2007, these adjustments did not effect the statement of operations, but were recorded
as adjustments to goodwill.  For the nine months ended February 28, 2007, $8.9 million and $4.8 million of cash payments were made
for severance and related benefits and the exit of leased facilities, respectively.  This resulted in an ending balance as of February 28,
2007 for both severance and related benefits and the reserve for the exit or reduction of leased facilities of $14.0 million.  The
company expects cash payments for severance and related benefits to be made through the first quarter of fiscal 2008 and cash
payments for the exit of leased facilities to be made up to approximately two years subsequent to the end of fiscal 2007.

Fiscal 2005 Restructuring

On September 28, 2004, the Company approved a plan designed to enhance the Company’s operating effectiveness and
profitability. Under the restructuring plan (Phase I), the Company streamlined structure, consolidated leadership and reduced
long−term costs to realign projected expenses with anticipated revenue levels. The plan included the reduction of 107 employees in
fiscal 2005 in the United States and the United Kingdom, which resulted in a charge for severance and related benefits of $2.9 million.
The reduction included employees who worked in operations, marketing, sales, research and development, maintenance and
consulting.  All of the employee reductions and related cash payments were substantially completed as of August 31, 2006.  There
were no cash payments during the three months ended February 28, 2007 and cash payments during the nine months ended February
28, 2007 were not material.

On November 30, 2004, the Company also accrued for a restructuring plan (Phase II) that included initiatives to further
reduce costs and realign projected expenses with anticipated revenue levels.  It included a reduction of 68 employees in the United
States and the United Kingdom, and because the Company was able to determine probability at the end of the second quarter of
fiscal 2005, the restructuring resulted in a charge of approximately $2.2 million, net of a reversal of $0.3 million subsequent to the
initial charge for severance and related benefits.  The reduction included employees who worked in sales, research and development
and consulting. All of the employee reductions and related cash payments were substantially completed as of February 28, 2005.  The
Company recorded a very minor adjustment to the reserve for the three months ended February 28, 2007, and a total of $0.1 million
for the nine months ended February 28, 2007.  Cash payments $0.1 million for the three and nine months ended February 28, 2007 for
Phase II.  The remaining cash payments are expected to be completed during the first quarter of fiscal 2008.

11.  GOODWILL AND INTANGIBLE ASSETS

The changes in the carrying amount of goodwill for the nine months ended February 28, 2007, are as follows (in thousands):

Balance, May 31, 2006 $ 454,550
Goodwill acquired

during the year 1,327
Goodwill adjusted

during the year 21,358
Currency translation

effect 14,094
Balance, February 28,

2007 $ 491,329

The $21.4 million of adjustments to goodwill relate to the acquisition of Intentia.  This principally includes increases to goodwill of
approximately $11.1 million for the pre−acquisition litigation reserve and $2.2 million of related accounts receivable reserves, in
addition to approximately $2.3 million of tax reserves and a revision to our estimated additional purchase price settlement with former
Intentia shareholders of $2.2 million.  These increases were offset by reductions to reserves, the largest of which being to the
severance reserve of $2.1 million.  See Note 5 Intentia International AB for more information.

18

Source: Lawson Software, Inc, 10−Q, April 09, 2007



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

February 28, 2007 May 31, 2006
Gross Gross

Carrying Accumulated Carrying Accumulated Estimated
Amounts Amortization Net Amounts Amortization Net useful lives

Maintenance contracts $ 22,940 $ 10,977 $ 11,963 $ 22,940 $ 8,266 $ 14,674 Term
Technology 90,718 19,566 71,152 85,348 11,452 73,896 3−10 years
Client lists 10,745 5,641 5,104 10,634 4,736 5,898 4−10 years
Customer relationships 48,850 3,831 45,019 47,393 372 47,021 12 years
Trademarks 5,208 1,860 3,348 5,063 181 4,882 2 years
Order backlog 5,781 4,818 963 5,627 469 5,158 1 year
Non−compete agreements 3,797 1,793 2,004 3,518 352 3,166 5 years

$ 188,039 $ 48,486 $ 139,553 $ 180,523 $ 25,828 $ 154,695

The Company amortizes its intangible assets using accelerated and straight−line methods, which approximates the proportion
of future cash flows estimated to be generated in each period over the estimated useful life of the applicable asset.  For the three
months ended February 28, 2007 and 2006, amortization expense for intangible assets was $7.5 million and $2.2 million,
respectively.  For the nine months ended February 28, 2007 and 2006, there was $22.1 million and $6.5 million, respectively, in
amortization expense for intangible assets.  Amortization expense is reported in cost of license fees, cost of consulting and
amortization of acquired intangibles, in the accompanying Condensed Consolidated Statements of Operations.

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

2007 (remaining 3
months) $ 7,478

2008 27,753
2009 21,162
2010 17,900
2011 15,260
Thereafter 50,000

$ 139,553

12.          COMMITMENTS AND CONTINGENCIES

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

Since our acquisition of Intentia in April 2006, the Company has been accumulating information regarding Intentia customer
claims and disputes that arose in Europe and APAC before the acquisition.  Some of these claims and disputes have been outstanding
for a long time, while others were only known or managed at a local level.   As such, the process of assembling the information
relevant to finalizing estimates of our exposure has been a long one.  Initial purchase accounting accrual estimates previously recorded
for such claims and disputes have been disclosed as preliminary in our 2006 Form 10−K and subsequent 10−Q filings.  The Company
has decided upon  a different approach to settling these issues than that taken by Intentia, and during the third quarter of 2007, the
Company obtained sufficient reliable information for purposes of adjusting its preliminary estimates of fair value for these claims and
disputes.   This resulted in an incremental accrual of $11.1 million with an associated increase to goodwill, recorded as of February 28,
2007 (see Note 11).  Upon completion of its estimate, management engaged a third−party valuation firm to verify this reserve.  These
reserves are recorded at present value and are expected to be consumed through a combination of cash payments and free services
over the next 12 to 24 months.  Because the reserves are recorded at present value, an aggregate $1.2 million of interest accretion was
recorded in the third fiscal quarter of 2007.  In addition to this interest charge, during the nine months ended February 28, 2007, the
Company recorded approximately $3.0 million of expenses associated with these matters in the form of legal costs and reserve
adjustments.  The Company expects to finalize these estimates in the fourth fiscal quarter upon receipt of the independent third−party
valuation. No material adjustments are expected however it is possible there could be a charge to operations as a result of finalizing
this matter.
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IBM Agreement

In fiscal 2005, the Company and International Business Machines Corporation (IBM) entered into an OEM Software
Agreement that was modified in the second quarter of 2006, and again in the third quarter of 2007, and a Master Relationship
Agreement (MRA).  Under these agreements, the Company resells its business applications in conjunction with IBM’s open
standards−based software, and the companies jointly market these software solutions.  The MRA governs the joint marketing activities
and has a three−year term.  During the term of the modified OEM Software Agreement, the Company pays royalties to IBM for the
licensing of IBM programs to each applicable existing and new customer of the Company, and pays IBM annual maintenance fees for
each applicable Lawson customer.  The modified OEM Software Agreement has an initial term of three years, commencing
September 2005 and may be extended by the Company for two additional one−year terms.  During the initial three−year term, the
Company has agreed to pay certain minimum quarterly and annual royalties to IBM.  Total commitments under the modified OEM
Software Agreement approximate $9.5 million over the three−year term.  The Company may elect to terminate the OEM Software
Agreement for convenience upon 90 days advance notice to IBM.  If the Company elects early termination at any time during the
three−year term, the terms of the Agreement require the Company to pay IBM any unpaid minimum royalties through the date of
termination plus a prorated share of the guaranteed annual minimum payment due for the year in which the termination occurred.  The
Company has made cash payments of $5.7 million according to the terms of the modified OEM Software Agreement during the
quarter ended February 28, 2007.  The payments were recorded as other assets – long−term.  As of February 28, 2007, the Company
amortized $0.9 million of royalties to cost of revenues.  In addition, the Company recorded $2.6 million as other accrued liabilities on
the February 28, 2007 Condensed Consolidated Balance Sheet, representing the annual minimum owed per the terms of the contract. 
In accordance with SFAS No. 86 Accounting for the Costs of Computer Software to Be Sold, Leased, or Otherwise Marketed (“SFAS
No. 86”), the fees paid and accrued to date will be amortized to costs of license fees over the earlier of the time period in which units
are sold or the useful life.

Hackett Group Agreement

On May 9, 2005, the Company and The Hackett Group, Inc., a wholly owned subsidiary of Answerthink Inc. (Hackett),
entered into an Advisory Alliance Agreement (the Agreement).  The Agreement identifies joint programs in which Hackett will
provide the Company and its customers and prospects with, among other things, access to Hackett benchmark tools, best−practices
research and business advisory services in exchange for the payment of specified program fees.  The term of the Agreement
commenced on May 9, 2005, and continues until May 31, 2008, unless terminated earlier in accordance with the provisions of the
Agreement.  The Company and Hackett have the option to extend the terms of the programs upon mutual written agreement, and
Hackett has agreed to provide certain exclusivity rights to the Company in connection with certain of its programs.  On June 14, 2006,
the Company and Hackett amended the Agreement.  The Agreement did not change the amount owed to Hackett under the Agreement
provisions, but instead reallocated the committed payments to the program associated with providing the product offering to our
customers and provides a greater range of membership levels that the Company can offer to its customers. Under the Agreement, the
Company paid $0.5 million during the first quarter of fiscal 2007, which was the remaining amount that the Company was
contractually committed to pay.  As a result, there are no other accrued liabilities for this contract as of February 28, 2007. 
Additionally, the Company will pay additional fees if sales volumes meet established criteria throughout the term of the contract.

Symphony Agreement (former Intentia)

In May 2005, former Intentia entered a Master Offshoring Agreement (the Agreement) with Symphony Service Corp.,
referred to as Symphony Services, an affiliate of Symphony Technology Group, LLC, a shareholder of Lawson and Symphony
Technology II−A,L.P., pursuant to which Symphony Services agreed to provide Intentia both product development and customer
support resources for an initial five year term.  The Agreement was not affected by the consummation of the business combination
with Lawson.  It is believed that this Agreement will enable the Company to achieve significant quality improvements and better
customer service without increasing total spending on product development and customer support and was part of a business
transformation plan approved by Intentia in July 2004.  Under terms of the Agreement, the Company is contractually obligated to pay
for a stated minimum level of resources employed to provide services for the first three years of the Agreement, after which either
party may terminate the Agreement by delivery of a six−month advanced written notification.  If the Company elects to terminate the
Agreement after the first three years, it would be required to pay a buyout fee equal to six months of resource costs under the
agreement.  As of February 28, 2007, the remaining minimum obligation level is approximately $4.6 million through the original three
year term, which ends in May 2008.  It is expected that this agreement will be extended the optional two years through May 2010. 
Symphony has been paid $6.5 million since the Agreement’s inception through February 28, 2007.  Romesh Wadwani is a member of
the Board of Directors of Lawson and is a partner of Symphony Technology Group, LLC.

20

Source: Lawson Software, Inc, 10−Q, April 09, 2007



IBM Agreement (former Intentia)

In May 2005, Lawson International (formerly Intentia) entered into a Master Offshoring Agreement (the Agreement) with
IBM Svenska AB (IBM) in which IBM agreed to provide Lawson International cost efficient, high quality software development
services and governs the joint development activities.  The Agreement has an initial term of five years, and may be extended in one or
more additional eighteen month period(s), provided that the parties mutually agree to such a renewal in writing at least six months
prior to the expiration of the then−current term.  The Agreement was not affected by the consummation of the business combination
with Lawson.  For the duration of the term of the Agreement, the Company is obligated for minimum staffing levels and resources
defined by the Agreement at an annual cost of approximately $1.2 million.  After completion of two and a half years from the
Agreement Date, the Company may terminate the Agreement for convenience with six months advance written notice.  However, if
the Agreement is terminated for convenience before the completion of five years, the Company remains obligated to pay IBM any
unpaid amounts due for services performed up to the termination or the minimum staffing levels, whichever is greater.  As of February
28, 2007, the Company’s total remaining minimum obligation under the Agreement is approximately $3.7 million.  IBM has been paid
$3.7 million since the Agreement’s inception through February 28, 2007.

Enlight Agreement

On July 6, 2006, the Company and Enlight, Inc., entered into a Master Software License and Services Agreement (the
Agreement).  Under the Agreement, the Company will sublicense training, documentation and help content software as a hosted
solution offering.  The Agreement has an initial term commencing July 6, 2006 and shall continue until December 31, 2009 or three
years after the general availability of the software, whichever is later.  The Agreement will renew for a successive two−year period
immediately following the expiration of the initial term.  During the term of the Agreement the Company will pay sublicense software
and hosting fees to Enlight for each customer licensed.  In addition, the Agreement includes minimum sublicense fees over three years
totaling $0.5 million, as well as an initial investment of $0.1 million for annual support and maintenance fees and consulting
requirements for Lawson’s Internal Use License.  Should the Agreement be renewed for the successive two−year period as described
above, minimum sublicense fees of $0.2 million will apply for that period.  The Company may terminate the Agreement at any time
without cause by delivering ninety days prior written notice of such termination to Enlight and payment of a termination fee of $0.3
million, plus the minimum annual sublicense fee for the then current year less sublicense fees already paid for the current year.  The
Company has also recorded $0.3 million as other accrued liabilities on the February 28, 2007 Condensed Consolidated Balance Sheet,
representing the amount that Lawson would owe under the agreement if Lawson were to elect to exercise the termination option.

13.          SEGMENT AND GEOGRAPHIC AREAS

The Company views its operations and manages its business as one reportable segment, the development and marketing of
computer software and related services including consulting and maintenance and customer support.  Factors used to identify the
Company’s single operating segment include the financial information available for evaluation by the chief operating decision maker
in making decisions about how to allocate resources and assess performance.  In an effort to achieve greater operational scale and
leverage costs with the acquisition of Intentia, the Company has and will continue to integrate the operations that support the Intentia
M3 solutions and the legacy Lawson S3 solutions under one leadership structure. As a result, the financial information utilized to
evaluate the business operations combines M3 and S3 initiatives for all vertical markets for product sales, consulting services and
maintenance and customer support.  The Company markets its products and services through the Company’s offices in the United
States and its wholly−owned branches and subsidiaries operating in the Americas, EMEA and APAC.  The following table presents
revenues summarized by geographic region (in thousands):
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Revenues Geographical Region
Three months ended February 28,
2007 Americas APAC EMEA Total

License fees $ 17,359 $ 650 $ 8,425 $ 26,434
Services:

Maintenance 49,545 1,658 22,105 73,308
Consulting 35,463 3,667 52,335 91,465

Total services 85,008 5,325 74,440 164,773
Total revenues $ 102,367 $ 5,975 $ 82,865 $ 191,207

Revenues Geographical Region
Three months ended February 28, 2006 Americas APAC EMEA Total

License fees $ 14,864 $ — $ 235 $ 15,099
Services:

Maintenance 44,423 — 1,000 45,423
Consulting 26,320 — 853 27,173

Total services 70,743 — 1,853 72,596
Total revenues $ 85,607 $ — $ 2,088 $ 87,695

Revenues Geographical Region
Nine months ended February 28, 2007 Americas APAC EMEA Total

License fees $ 41,952 $ 1,610 $ 21,681 $ 65,243
Services:

Maintenance 148,390 4,833 60,638 213,861
Consulting 104,178 12,223 142,032 258,433

Total services 252,568 17,056 202,670 472,294
Total revenues $ 294,520 $ 18,666 $ 224,351 $ 537,537

Revenues Geographical Region
Nine months ended February 28, 2006 Americas APAC EMEA Total

License fees $ 51,143 $ — $ 681 $ 51,824
Services:

Maintenance 129,934 — 3,656 133,590
Consulting 77,207 — 2,025 79,232

Total services 207,141 — 5,681 212,822
Total revenues $ 258,284 $ — $ 6,362 $ 264,646

Total revenues for the United States were $100.5 million and $84.1 million for the three months ended February 28, 2007 and
2006, respectively.  Sweden had $26.2 million in revenues for the three months ended February 28, 2007.  For the nine months ended
February 28, 2007 and 2006, respectively, total revenues for the United States were $288.7 million and $252.8 million, respectively. 
Sweden had $67.8 million in revenues for the nine months ended February 28, 2007.  Besides the United States and Sweden, no other
countries reported revenues exceeding 10% of consolidated revenues.

Long−lived tangible assets consist of property and equipment.

The following table presents long−lived tangible assets summarized by geographic region (in thousands):

Geographical Region
Long−lived tangible assets Americas APAC EMEA Total

As of February 28, 2007 $ 9,987 $ 3,677 $ 15,159 $ 28,823
As of May 31, 2006 $ 10,633 $ 1,992 $ 13,564 $ 26,189

Source: Lawson Software, Inc, 10−Q, April 09, 2007
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U.S. long−lived tangible assets were $9.9 million and $10.6 million as of February 28, 2007 and May 31, 2006, respectively. 
Sweden long−lived tangible assets were $8.8 million and $7.1 million as of February 28, 2007 and May 31, 2006.  Besides the United
States and Sweden, no other countries reported long−lived tangible assets exceeding 10% of consolidated long−lived tangible assets.

14.          INCOME TAXES

The quarterly tax expense is calculated using an estimated annual tax rate for the period.  Due to the recurring nature of losses
in many of the foreign jurisdictions in which the Company conducts business, valuation allowances are required against potential tax
benefits from projected losses in certain jurisdictions for the current year.  Thus, no net tax benefit can be recorded for those
jurisdictions.  At February 28, 2007 the calculation of the projected tax rate is not meaningful, due to the Company forecasting a
provision that exceeds its projected book income. However, the Company is able to derive a tax rate to be applied to quarterly pre−tax
book income in jurisdictions without valuation allowances.  This estimated tax rate of 37.3 percent was computed by dividing the
projected annual provision, without consideration of discrete items, by the total consolidated pre−tax annual projected book income
only for those jurisdictions for which a provision is expected.  This separate estimated annual tax rate was applied against the current
period pre−tax book income for those same jurisdictions, to calculate the quarterly tax expense.

Income tax expense, after the impact of discrete items, was $2.8 million and $9.6 million for the three and nine months ended
February 28, 2007, respectively, as compared to income tax expense of $3.2 million and $7.6 million for the three and nine months
ended February 28, 2006.  For the three and nine months ended February 28, 2007, the calculation of the effective tax rate is not
meaningful due to recording a provision that exceeds its book income.  The effective tax rate, after the impact of discrete items, for the
three and nine months ended February 28, 2006 was 24.4% and 26.9%, respectively. Unlike the 2007 projected rate which is not
meaningful, the 2006 rate can be calculated, as the Intentia acquisition occurred after February 28, 2006.

During the three months ended February 28, 2007, the company recorded a discrete tax benefit in the amount of $0.7 million. 
This benefit was primarily related to recording a benefit associated with the retroactive reinstatement of the federal research and
development credit, the reversal of tax reserves related to the closing of the U.S. statute of limitations on certain tax years, and a
benefit recorded as a result of a favorable return to provision adjustment.

The Company reviews its annual tax rate on a quarterly basis and makes any necessary changes. The estimated annual tax
rate will fluctuate due to changes in forecasted annual operating income; changes to the valuation allowance for net deferred tax
assets; changes to actual or forecasted permanent book to tax differences; impacts from future tax settlements with state, federal or
foreign tax authorities; or impacts from enacted tax law changes.

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

Forward−Looking Statements

In addition to historical information, this Form 10−Q contains forward−looking statements.  These forward−looking
statements are made in reliance upon the safe harbor provisions of 327A of the SEC Act and 21E of the SEC Exchange Act of the
Private Securities Litigation Reform Act of 1995.  The words “believe,” “expect,” “anticipate,” “intend,” “estimate,” “forecast,”
“project,” “should” and similar expressions are intended to identify “forward−looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995.  Forward−looking statements include, among others, statements about our future
performance, the continuation of historical trends, the sufficiency of our sources of capital for future needs, the effects of acquisitions
and the expected impact of recently issued accounting pronouncements.  These forward−looking statements are subject to certain risks
and uncertainties that could cause actual results to differ materially from those reflected in the forward−looking statements. Factors
that might cause such a difference include, but are not limited
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to, those discussed in the section entitled “Risk Factors” in the Company’s Annual Report on Form 10−K filed with the Securities and
Exchange Commission for the fiscal year ended May 31, 2006.  Readers are cautioned not to place undue reliance on these
forward−looking statements, which reflect management’s opinions only as of the date hereof. The Company undertakes no obligation
to revise or publicly release the results of any revision to these forward−looking statements.  Readers should carefully review the risk
factors described in this report on Form 10−Q and in other documents the Company files from time to time with the Securities and
Exchange Commission.

Business Overview

Lawson Software, Inc. (the “Company”) provides business application software, consulting and maintenance to customers
primarily in the services sector, trade industries and manufacturing/distribution sectors.  We operate as one business segment focused
on broad sectors.  We specialize in specific markets including healthcare, public services, retail, financial services, food and beverage,
manufacturing and wholesale distribution.  In the manufacturing sector we serve both process manufacturing and discrete
manufacturing.  In the service sector we serve both asset−intensive and labor−intensive services.  Our software includes enterprise
financial management, human capital management, business intelligence, asset management, enterprise performance management,
supply chain management, service management, manufacturing operations, business project management and industry−tailored
applications.  Our applications help automate and integrate critical business processes, which enables our clients to collaborate with
their partners, suppliers and employees.  We support our client’s use of our applications through consulting services which primarily
help our clients implement their Lawson applications, and through our maintenance program which provides on−going support and
product updates for our client’s continued use of our applications.

We license two lines of enterprise software solutions referred to as S3 and M3 as well as maintenance and consulting services
associated with those products.  S3 solutions consist of legacy Lawson software applications specifically designed for services
industries.  M3 solutions consist of applications historically licensed by Intentia International AB that are geared for manufacturing,
distribution and trade businesses who face resource constraints and whose processes are often complex and industry−specific.

Acquisition of Intentia International AB

On
April
25,
2006,
we
completed
the
acquisition
of
Intentia
International
AB
(“Intentia”). 
We
believe
that
the
combination
provides
opportunities
to
leverage
sales
channels
and
sell
expanded
product
lines
across
the
combined
business’s
customer
base. 
The
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acquisition
was
accomplished
through
Lawson’s
offer
to
exchange
Intentia’s
shares
and
warrants
for
newly
issued
shares
of
Lawson
common
stock. 
We
also
completed
a
reorganization
acquisition
in
connection
with
the
combination. 
See
Note
5
Business
Combinations
of
the
Notes
to
the
Condensed
Consolidated
Financial
Statements
for
additional
information.

Critical Accounting Policies and Estimates

Our discussion and analysis of financial condition and results of operations are based upon our Condensed Consolidated
Financial Statements, which have been prepared in accordance with accounting principles generally accepted in the United States. The
preparation of these financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements, the reported amounts of revenues and expenses during the reporting periods, and
related disclosures of contingent assets and liabilities. The most significant accounting policies are disclosed in Note 2 to the
Consolidated Financial Statements included in our Annual Report on Form 10−K for the year ended May 31, 2006.  On an on−going
basis, we evaluate our estimates, including, but not limited to, those related to bad debt, intangible assets and contingencies. We base
our estimates on historical experience and on various other assumptions that we believe to be reasonable under the circumstances, the
results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results could differ from these estimates.

We believe the critical accounting polices listed below reflect our more significant judgments, estimates and assumptions
used in the preparation of our Consolidated Financial Statements.

Revenue Recognition.   Revenue recognition rules for software businesses are very complex. We follow specific and detailed
guidelines in determining the proper amount of revenue to be recorded; however, certain judgments affect the application of our
revenue recognition policy. Revenue results are difficult to predict, and any shortfall in revenue or delay in recognizing revenue could
cause our operating results to vary significantly from quarter to quarter.
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The significant judgments for revenue recognition typically involve whether collectibility can be considered probable and
whether fees are fixed or determinable. In addition, our transactions often consist of multiple element arrangements, which typically
include license fees, maintenance and support fees and consulting service fees. These multiple element arrangements must be analyzed
to determine the relative fair value of each element, the amount of revenue to be recognized upon shipment, if any, and the period and
conditions under which deferred revenue should be recognized.

We recognize revenue in accordance with the provisions of the American Institute of Certified Public Accountants (AICPA)
Statement of Position (SOP) 97−2, Software Revenue Recognition, as amended, and SOP 98−9, Modification of SOP 97−2, Software
Revenue Recognition, With Respect to Certain Transactions, as well as Technical Practice Aids issued from time to time by the
AICPA, and in accordance with the Securities and Exchange Commission Staff Accounting Bulletin (SAB) No. 104, Revenue
Recognition. We license software under non−cancelable license agreements and provide related consulting services, including
training, and implementation services, as well as on−going customer support and maintenance.

When our consulting, training and implementation services 1) are not considered essential to the functionality of our software
products, 2) are sold separately and also 3) are available from a number of third−party service providers, our revenues from these
services are generally recorded separately from license fees and recognized as the services are performed. License fees within
software arrangements including services that do not meet any one or a combination of the three criteria listed above, are recognized
in accordance with SOP 81−1, Accounting for Performance of Construction−Type and Certain Production−Type Contracts, using
contract accounting and the percentage−of−completion methodology based on labor hours input. Software arrangements which
include certain fixed−fee service components are usually recognized as the services are performed while corresponding costs to
provide these services are expensed as incurred.  The amounts of revenue and related expenses reported in the Consolidated Financial
Statements may vary, due to the amount of judgment required to address significant assumptions, risks and uncertainties in applying
the application of the percentage−of−completion methodology. Our specific revenue recognition policies are as follows:

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

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

•  Consulting Services—Revenues from consulting services (including training and implementation services) are
recognized as services are provided to customers. Revenues for consulting services that are bundled with license fees are
deferred based on the vendor−specific objective evidence of fair value of the bundled services and recognized when the
services are performed. Vendor−specific objective evidence of fair value is based on the price charged when training and
consulting services are sold separately.
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Allowance for Doubtful Accounts.   We maintain an allowance for doubtful accounts at an amount we estimate to be sufficient
to provide adequate protection against losses resulting from extending credit to our customers. In judging the adequacy of the
allowance for doubtful accounts, we consider multiple factors including historical bad debt experience, the general economic
environment, the need for specific customer reserves and the aging of our receivables. This provision is included in operating
expenses as a general and administrative expense. A considerable amount of judgment is required in assessing these factors. If the
factors utilized in determining the allowance do not reflect future performance, then a change in the allowance for doubtful accounts
would be necessary in the period such determination has been made affecting future results of operations.

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

Valuation of Long−Lived and Intangible Assets and Goodwill.   Substantially all of our intangible assets and goodwill
resulted from our April 2006 acquisition of Intentia.  We review identifiable intangible and other long−lived assets for impairmentin
accordance with SFAS No. 144 Accounting for the Impairment or Disposal of Long−Lived Assets, whenever events or changes in
circumstances indicate the carrying amount may not be recoverable. Events or changes in circumstances that indicate the carrying
amount may not be recoverable include, but are not limited to, a significant decrease in the market value of the business or asset
acquired, a significant adverse change in the extent to or manner in which the business or asset acquired is used or a significant
adverse change in the business climate. If such events or changes in circumstances are present, the undiscounted cash flows method is
used to determine whether the long−lived asset is impaired. Cash flows would include the estimated terminal value of the asset and
exclude any interest charges. If the carrying value of the asset exceeds the undiscounted cash flows over the estimated remaining life
of the asset, the asset is considered impaired, and the impairment is measured by reducing the carrying value of the asset to its fair
value using the discounted cash flows method. The discount rate utilized is based on management’s best estimate of the related risks
and return at the time the impairment assessment is made.

If events or changes in circumstances indicate the carrying amount of goodwill may not be recoverable, in accordance with
SFAS No. 142 Goodwill and Other Intangible Assets, the first step of the goodwill impairment test, used to identify potential
impairment, compares the fair value of a reporting unit with its carrying amount, including goodwill. We operate as one reporting unit
and therefore compare our book value to market value. Market value is determined utilizing our market capitalization plus a control
premium. If our market value exceeds our book value, goodwill is considered not impaired, thus the second step of the impairment test
is not necessary. If our book value exceeds our market value, the second step of the goodwill impairment test is performed to measure
the amount of impairment loss, if any. The second step of the goodwill impairment test, used to measure the amount of impairment
loss, compares the implied fair value of the goodwill with the book value of the goodwill. If the carrying value of the goodwill
exceeds the implied fair value of the goodwill, an impairment loss would be recognized in an amount equal to the excess. Any loss
recognized cannot exceed the carrying amount of goodwill. After a goodwill impairment loss is recognized, the adjusted carrying
amount of goodwill is the new accounting basis. A subsequent reversal of a previously recognized goodwill impairment loss is
prohibited once the measurement of that loss is completed.

Income Taxes.   The provision for income taxes consists of provisions for federal, state, and foreign income taxes. The
Company operates in an international environment with significant operations in various locations outside of the United States.
Accordingly, the consolidated income tax rate is a composite rate reflecting the earnings in various locations and the applicable rates.

Significant judgment is required in determining our worldwide income tax provision. In the ordinary course of a global
business, there are many transactions and calculations where the ultimate tax outcome is uncertain. Our judgments, assumptions, and
estimates relative to the provision for income tax take into account current tax laws, our interpretation of current tax laws, and possible
outcomes of current and future audits conducted by foreign and domestic tax authorities. Although we believe that our estimates are
reasonable, the final tax outcome of matters could be different from that which is reflected in our historical income tax provision and
accruals. Such differences could have a material effect on the amounts provided in our Condensed Consolidated Balance Sheets and
Condensed Consolidated Statements of Operations.
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In conjunction with preparing the global tax provision, we must assess temporary differences resulting from the different
treatment of specific items for tax and financial reporting purposes. These differences result in deferred tax assets and liabilities,
which are included within our Condensed Consolidated Balance Sheets. As part of this process, we must also assess the likelihood that
deferred tax assets will be realized from future taxable income and, based on this assessment establish a valuation allowance, if
required. Our determination of our valuation allowance is based upon a number of assumptions, judgments, and estimates, including
historical operating results, forecasted earnings, future taxable income, and the relative proportions of revenue and income before
taxes in the various domestic and international jurisdictions in which we operate. To the extent we establish a valuation allowance or
change the valuation allowance in a period, except as discussed below for pre−acquisition deferred tax assets that had a
pre−acquisition valuation allowance, we reflect the change with a corresponding increase or decrease to our tax provision in our
Condensed Consolidated Statements of Operations.

Under the provisions of SFAS No. 109 Accounting for Income Taxes, and related interpretations, future period reductions to
the valuation allowance related to Intentia’s deferred tax assets that existed as of the date of the acquisition of Intentia are first credited
against goodwill, then to the other identifiable assets existing at the date of acquisition, and then, once these assets have been reduced
to zero, credited to the income tax provision. A provision benefit will not be realized for amounts credited against goodwill and other
identifiable assets.

Contingencies.  The Company is subject to the possibility of various loss contingencies in the normal course of business.  The
Company accrues for loss contingencies when a loss is probable and able to be estimated.

Litigation reserves. The establishment of litigation reserves requires judgments concerning the ultimate outcome of pending
litigation against the Company and its subsidiaries. Reserves established in the normal course of business are based on the application
of SFAS No. 5 Accounting for Contingencies, which requires us to record a reserve if we believe an adverse outcome is probable and
the amount of the probable loss is capable of reasonable estimation. Reserves established in purchase accounting are based on fair
value under SFAS No 141 so long as fair value can be determined within the purchase allocation period, otherwise these are
determined under SFAS No. 5.  All reserves exclude legal costs which are treated as a period expense as incurred.

In applying judgment, management utilizes, among other things, opinions and estimates obtained from internal and outside
legal counsel.  For purposes of assessing purchase accounting information, management also utilizes information obtained from
independent valuation experts. Litigation by its nature is uncertain and the determination of whether any particular case involves a
probable loss and then quantifying the amount of loss for purposes of adjusting initial estimates requires the exercise of considerable
judgment, which is applied as of a certain date. The required reserves may change in the future due to new matters, developments in
existing matters or if we determine to change our strategy with respect to the resolution of any particular matter.

Equity−Based Compensation.   Effective June 1, 2006, the Company adopted Statement of Financial Accounting Standards
(SFAS) No. 123 (revised 2004) Share−Based Payment (SFAS No. 123(R)) which replaced SFAS No. 123 Accounting for
Stock−Based Compensation (SFAS No. 123) and superseded Accounting Principles Board (APB) Opinion No. 25 Accounting for
Stock Issued to Employees (APB Opinion No. 25).  Under SFAS No. 123(R), stock−based employee compensation cost is recognized
using the fair value based method for all new awards granted after June 1, 2006 and unvested awards outstanding at June 1, 2006. 
Compensation costs for unvested stock options and awards that are outstanding at June 1, 2006, will be recognized over the requisite
service period based on the grant−date fair value of those options and awards as previously calculated under the pro forma disclosures
under SFAS No. 123, using a straight−line method.  The Company elected the modified−prospective method of adopting SFAS No.
123(R), under which prior periods are not retroactively restated.  Stock−based compensation expense for non−vested awards granted
prior to the effective date is being recognized over the remaining service period using the fair value based compensation cost
estimated for SFAS No. 123 pro forma disclosures.

SFAS No. 123(R) requires companies to estimate the fair value of stock−based payment awards on the date of grant using an
option−pricing model.  The Company uses the Black−Scholes option−pricing model which requires the input of significant
assumptions including an estimate of the average period of time employees will retain vested stock options before exercising them, the
estimated volatility of the Company’s common stock price over the expected term, the number of options that will ultimately be
forfeited before completing vesting requirements and the risk−free interest rate.  Changes in the assumptions can materially affect the
estimate of fair value of equity−based compensation and, consequently, the related expense recognized.  The assumptions used in
calculating the fair value of stock−based payment awards represent management’s best estimates, which involve inherent uncertainties
and the application of management judgment.  As a result, if factors change and we use different assumptions, our equity−based
compensation expense could be materially different in the future.  See Note 2 to the Condensed Consolidated Financial Statements for
a further discussion of stock−based compensation.
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Results of Operations

The following table sets forth certain line items in our Condensed Consolidated Statements of Operations as a percentage of
total revenues and the period over period growth for the periods indicated:

Percent of Total Revenue Percent of Total Revenue Percent of
Three Months Ended Nine months Ended Dollar Change

February 28, February 28, 2007 vs. 2006
2007 2006 2007 2006 Quarter Year−to−Date

Revenues:
License fees 13.8% 17.2% 12.1% 19.6% 75.1% 25.9%
Maintenance 38.3 51.8 39.8 50.5 61.4 60.1
Consulting 47.9 31.0 48.1 29.9 236.6 226.2

Total revenues 100.0 100.0 100.0 100.0 118.0 103.1

Cost of revenues:
Cost of license fees 3.1 3.1 3.1 3.0 118.2 112.6
Cost of maintenance 8.3 7.8 8.3 8.1 130.6 106.4
Cost of consulting 40.8 29.4 42.4 29.4 203.1 193.6

Total cost of revenues 52.2 40.3 53.8 40.5 182.5 170.1

Gross margin 47.8 59.7 46.2 59.5 74.6 57.6

Operating expenses:
Research and development 10.7 16.3 11.8 16.2 42.3 47.5
Sales and marketing 20.8 20.1 21.7 21.2 125.1 107.8
General and administrative 13.4 11.0 13.8 13.8 166.6 102.2
Restructuring 6.0 — 2.8 — *NM *NM
Amortization of acquired

intangibles 1.3 0.4 1.2 0.4 612.4 573.5
Total operating expenses 52.2 47.8 51.3 51.6 137.9 101.9

Operating (loss) income (4.4) 11.9 (5.1) 7.9 *NM *NM

Total other income 0.8 3.2 1.5 2.8 (49.4) 8.9
(Loss) income before income taxes (3.6) 15.1 (3.6) 10.7 *NM *NM
Provision for income taxes 1.5 3.7 1.8 2.9 (12.2) 25.4
Net (loss) income (5.1)% 11.4% (5.4)% 7.8% *NM *NM

*Not Meaningful

In
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results
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quarter
year
to
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data,
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where
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All
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Overview

Our fiscal third quarter also represents our third full quarter of operations after the acquisition of Intentia.  Total revenue for
the third quarter of fiscal 2007 was $191.2 million, an increase of $103.5 million or 118.0% from the third quarter of fiscal 2006. 
Approximately 84% of this increase was driven by the addition of the recently acquired Intentia business.  The remaining increase was
attributable to growth in our S3 solutions from legacy Lawson for the third quarter of fiscal 2007 over the prior year.  The increase in
legacy Lawson revenue was reflected in all revenue line items: license fees, maintenance and consulting services.  Total revenue for
the nine months ended February 28, 2007 was $537.5 million, an increase of $272.9 million or 103.1% from the prior year. 
Maintenance and consulting revenues for Intentia were impacted by the fair value purchase accounting adjustment as a result of the
acquisition which reduced the deferred revenue balances acquired in the fourth quarter of fiscal 2006.  As a result, $1.8 million and
$10.3 million in maintenance and consulting revenue was not recognized for the three and nine months ended February 28, 2007,
respectively.  Acquired deferred license fee revenues for Intentia were completely eliminated as part of purchase accounting.

Consistent with our comments since the acquisition of Intentia, we are pursuing various efficiency measures as we continue
to integrate the business.  These measures involve expanding global sourcing initiatives which are already underway, as well as other
initiatives.  In regards to our global sourcing initiative, we have established arrangements with offshore partners and have created an
offshore facility in Manila, the Philippines, which now has 247 full−time employees as of the end of the third quarter of fiscal 2007. 
Over the next five quarters we will rebalance some of the work performed by our offshore partners to our Manilla facility.  In addition,
we have begun to move certain technical, service, support and general and administrative processes to our Manilla operations while
continuing to invest in customer−facing resources on−shore.  We are also planning the establishment of shared services centers in the
EMEA and Asia Pacific regions in order to centralize and standardize processes, reduce business complexity and increase efficiency
and scalability.  All of these changes were accelerated in the third quarter and resulted in a restructuring charge of $11.5 million in the
third quarter of fiscal 2007.  We anticipate additional charges over the course of the next five quarters as we continue this business
transformation.

Three and Nine Months Ended February 28, 2007 Compared To Three and Nine Months Ended February 28, 2006

Three Months Ended Quarterly Change
February 28, 2007 vs. 2006

(in thousands) 2007 2006 Dollars Percent

Revenues:
License fees $ 26,434 $ 15,099 $ 11,335 75.1%
Maintenance 73,308 45,423 27,885 61.4%
Consulting 91,465 27,173 64,292 236.6%

Total revenues $ 191,207 $ 87,695 $ 103,512 118.0%

Nine Months Ended Year−to−Date Change
February 28, 2007 vs. 2006

(in thousands) 2007 2006 Dollars Percent

Revenues:
License fees $ 65,243 $ 51,824 $ 13,419 25.9%
Maintenance 213,861 133,590 80,271 60.1%
Consulting 258,433 79,232 179,201 226.2%

Total revenues $ 537,537 $ 264,646 $ 272,891 103.1%

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

The growth in total revenues for the third quarter of fiscal 2007 was primarily attributable to the addition of the Intentia
business.  A total of $87.0 million or 84% of this increase was attributable to the Intentia revenue streams and the remaining $16.5
million or 16% was attributable to growth in the legacy Lawson revenue streams.  Similarly, year to date, the $272.9 million of growth
in total revenues resulted from $245.7 million or 90% from the Intentia revenue streams and the remaining $27.7 million or 10% from
growth in the legacy Lawson revenue streams.
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License Fees.   Our license fees primarily consist of fees resulting from products licensed to customers on a perpetual basis. 
Product license fees result from a customer’s licensing of a given software product for the first time or with a customer’s licensing of
additional users for previously licensed products.

The growth in license fee revenue for the third quarter of fiscal 2007 over the third quarter of fiscal 2006 was driven by $9.0
million from the recently acquired Intentia business and $2.5 million of growth in legacy Lawson license fees.  On a year to date basis,
the growth in license fee revenue was solely due to the addition of the Intentia business as the legacy Lawson license fee revenue
declined by $9.9 million over the same period in fiscal year 2006.  During the three quarters ended February 28, 2007, longer sales
cycles and smaller deal sizes within the legacy Lawson business have led to lower contracted license amounts, which in turn has led to
lower license fee revenue. However, in the third quarter we experienced slight changes in this trend as the number of deals greater
than $1 million increased to five, which is four more than the number of $1 million or greater deals in the third quarter of fiscal 2006. 
Similarly, for the nine months ended February 28, 2007, the number of deals greater than $1 million rose by three to a total of twelve
over the same period ended February 28, 2006.

License fee revenue is generated each quarter from two primary sources: 1) the amount of revenue that can be recognized
from licenses contracted with customers within the same quarter, and 2) revenue that is eligible for recognition from any prior quarter
license contracting amounts.  In the first three quarters of fiscal year 2007, we have experienced a smaller percentage of license fee
revenues generated from license contracting within the same quarter when compared to the same period of fiscal year 2006, resulting
in only $5.7 million of incremental license fee revenue in the first three quarters of fiscal year 2007 over the same period in fiscal
2006.  This lower conversion was magnified by lower conversions on the M3 product line as well as a reduction in conversion rates
with S3 license contracts.  As a result, our deferred license revenue has grown from $11.1 million at May 31, 2006 to $32.7 million at
February 28, 2007, including a net addition of $3.2 million in the third quarter of fiscal 2007.  The amount of license fee revenue that
we are recognizing in the current quarter from license contracts executed in prior quarters is beginning to increase and we expect that
trend to continue for the next several quarters.  The amount of license fee revenue recognized from license contracting prior to the
third quarter of 2007 was $6.0 million.  On a year to date basis for fiscal 2007, $11.9 million of license fee revenue was recognized
from contracting in prior quarters.  These amounts compare to $1.6 million in the third quarter and $4.2 million year to date in fiscal
year 2006.

Maintenance.   Our maintenance revenues represent the ratable recognition of fees to enroll and renew licensed products in
our maintenance program. This program entitles our customers to product enhancements, technical support services, and on−going
compatibility with third−party operating systems, databases and hardware. These fees are typically charged annually and are based on
the license fees initially paid by the customer. Maintenance revenues can have fluctuations based on the timing of contracts, renewal
rates, price increases and the number of new license contracts.

Maintenance revenue growth for the third quarter of fiscal 2007 was due mostly to $23.1 million of maintenance revenue
added with the purchase of Intentia that was not included within our maintenance revenue in the third quarter of fiscal 2006.  The
remaining $4.8 million of increase is due to our legacy Lawson maintenance revenue increases.  Those increases are the result of the
combination of annual price increases, greater than 93% renewals on existing maintenance contracts and new maintenance from
license fees generated in recent quarters.  Similarly, maintenance revenue growth in the nine months ended February 28, 2007 was
largely due to $63.8 million of maintenance revenue added with the purchase of Intentia.  An additional $16.5 million increase, for
reasons consistent with the quarter, is due to legacy Lawson maintenance increases over the same period ended February 28, 2006.

Maintenance revenues for the M3 product line from Intentia continued to be adversely impacted by the fair value purchase
accounting adjustments as a result of the acquisition which reduced the deferred revenue balances acquired in the fourth quarter of
fiscal 2006. This fair value purchase accounting adjustment had the expected effect of lowering the maintenance revenue from M3
maintenance services by $1.4 and $7.2 million for the three and nine months ended fiscal 2007, respectively.

Consulting.   Our consulting revenues consist of services related to software installations, software implementations,
customized development, and training services to customers who have licensed our products.

Consulting revenue for the third quarter of fiscal 2007 more than tripled with an increase of $64.3 million from the third
quarter of fiscal 2006.  Of this increase, $55.3 million related to consulting revenue from the addition of Intentia.  For the nine months
ended February 28, 2007, consulting revenue growth was largely due to the addition of Intentia’s consulting revenue as well,
accounting for $158.6 million of the total increase over the nine months ended February 28, 2006.  Intentia has historically
experienced higher consulting revenues when compared to Lawson’s traditional consulting revenues.  In the third quarter of fiscal
2007, the consulting revenue derived from M3 consultants was 60% of total consulting revenues.  The
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fair value purchase accounting adjustment associated with the Intentia acquisition had the effect of lowering the expected consulting
revenue by $0.5 million and $3.1 million for the three and nine months ended fiscal 2007, respectively.  In the third quarter of fiscal
2007, excluding the impact of M3 consulting, consulting revenue from legacy Lawson increased $9.1 million or 33% from the prior
year.  Volume increases accounted for approximately $4.7 million of this increase, while approximately $1.2 million resulted from
increases in revenue provided by third−parties.  Similarly, for the nine months ended February 28, 2007, legacy Lawson consulting
revenue increased $20.9 million or 26% from the prior year due to volume increases of $9.6 million, third party revenue increases of
$3.6 million and rate increases accounting for $1.4 million.

Three and Nine Months Ended February 28, 2007 Compared To Three and Nine Months Ended February 28, 2006

Three Months Ended Quarterly Change
February 28, 2007 vs. 2006

(in thousands) 2007 2006 Dollars Percent

Cost of revenues:
Cost of license fees $ 5,950 $ 2,727 $ 3,223 118.2%
Cost of maintenance 15,815 6,857 8,958 130.6%
Cost of consulting 77,956 25,719 52,237 203.1%

Total cost of revenues $ 99,721 $ 35,303 $ 64,418 182.5%

Gross Profit:
License fees $ 20,484 $ 12,372 $ 8,112 65.6%
Maintenance 57,493 38,566 18,927 49.1%
Consulting 13,509 1,454 12,055 *NM

Total $ 91,486 $ 52,392 $ 39,094 74.6%

Gross Margin:
License fees 77.5% 81.9%
Maintenance 78.4% 84.9%
Consulting 14.8% 5.4%

Total 47.8% 59.7%

* Not Meaningful

Nine Months Ended Year−to−Date Change
February 28, 2007 vs. 2006

(in thousands) 2007 2006 Dollars Percent

Cost of revenues:
Cost of license fees $ 16,842 $ 7,922 $ 8,920 112.6%
Cost of maintenance 44,500 21,563 22,937 106.4%
Cost of consulting 227,979 77,650 150,329 193.6%

Total cost of revenues $ 289,321 $ 107,135 $ 182,186 170.1%

Gross Profit:
License fees $ 48,401 $ 43,902 $ 4,499 10.2%
Maintenance 169,361 112,027 57,334 51.2%
Consulting 30,454 1,582 28,872 *NM

Total $ 248,216 $ 157,511 $ 90,705 57.6%

Gross Margin:
License fees 74.2% 84.7%
Maintenance 79.2% 83.9%
Consulting 11.8% 2.0%

Total 46.2% 59.5%

* Not Meaningful
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Cost of License Fees.   Cost of license fees includes royalties to third parties, amortization of acquired software and software
delivery expenses. Our software solutions may include embedded components of third−party vendors, for which a fee is paid to the
vendor upon the sale of our products. In addition, we resell third−party products in conjunction with the license of our software
solutions, which also results in a fee. The cost of license fees is higher when we resell products of third−party vendors. As a result,
gross margins will vary depending on the proportion of third−party product sales in our revenue mix.

The increase in cost of license fees for the third quarter of fiscal 2007 as compared to the third quarter of fiscal 2006 resulted
primarily from $2.7 million in amortization of technology from the Intentia acquisition.  The cost of license fees as a percentage of
license fee revenue increased from 18.1% in the third quarter of fiscal 2006 to 22.5%, in the third quarter of fiscal 2007.  The decrease
in license fee margins for the third quarter of fiscal 2007 from the third quarter of fiscal 2006 resulted primarily from an increase in
third−party costs for embedded products, other third party products and amortization of technology resulting from the Intentia
acquisition.  Cost of license fees for the nine months ended fiscal 2007 increased $8.9 million over the prior year.  This increase was
primarily a result of $7.9 million in amortization of technology resulting from the Intentia acquisition.  The decrease in license fee
margin for the nine months ended February 28, 2007 compared to the prior year was caused by increased third party costs as discussed
above as well as a lower conversion rate of license contracting which leads to lower recognized revenue in the current period,
compared to expenses which are comparatively fixed in nature.

Cost of Maintenance.   Cost of maintenance includes salaries, employee benefits and related travel, and the overhead costs of
providing support services to clients, as well as intangible asset amortization on support contracts purchased in April 2004.  Cost of
maintenance does not include costs categorized as research and development, consistent with industry practice.

The increase in cost of maintenance for the third quarter of fiscal 2007 from the third quarter of fiscal 2006 primarily resulted
from the addition of $7.7 million of expenses from Intentia.  Maintenance margin decreased from the prior year due to the addition of
the results of Intentia, which had historically produced lower margins than legacy Lawson.  Cost of maintenance as a percentage of
maintenance revenues for the third quarter of fiscal 2007 and 2006 was 21.6% and 15.1%, respectively.  Cost of maintenance fees for
the nine months ended fiscal 2007 increased $22.9 million over the prior year of which $21.7 million was related to the addition of
Intentia.  The decrease in maintenance margin for the nine months ended fiscal 2007 as compared to the prior year is due to the lower
maintenance margins of the Intentia operations.  Legacy Lawson maintenance margins improved from 83.9% in the nine months
ended February 28, 2006 to 84.9% in the nine months ended February 28, 2007.

Cost of Consulting.   Cost of consulting includes salaries, employee benefits, third−party consulting costs and related travel,
and the overhead costs of providing implementation, installation, training and education services to clients.  Cost of consulting also
includes costs associated with our hardware business.

The increase in cost of consulting for the third quarter of fiscal 2007 from the third quarter of fiscal 2006 resulted from the
addition of $47.4 million of expenses from Intentia, which included $1.4 million of amortization of intangible assets acquired in the
acquisition.  Excluding the addition of Intentia, cost of consulting increased $5.1 million associated with the $9.1 million increase in
S3 consulting revenue discussed above.  The S3 increase was due to increased employee costs of $2.0 million from higher headcount
and increased non−billable travel costs of $0.5 million associated with training.  Cost of consulting as a percentage of consulting
revenues for the third quarter of fiscal 2007 and 2006 was 85.2% and 94.7%, respectively.  Consulting margins benefited from the
addition of Intentia, as Intentia’s margins were historically higher than those generated by legacy Lawson.  Additionally, consulting
margins have continued to improve for the legacy Lawson consulting operations in the third quarter of fiscal 2007 driven by higher
consultant utilization and the increasing use of lower cost resources.  The increase in cost of consulting fees for the nine months ended
fiscal 2007 over the prior year was largely due to the addition of $140.7 million in cost of consulting from Intentia.  This increase
included a $4.2 million expense associated with amortization of intangible assets acquired in the acquisition.  Also, the legacy Lawson
consulting practice experienced an increase in cost of consulting of $9.6 million associated with a $20.9 million increase in S3
consulting revenue for legacy Lawson.  Cost of consulting as a percentage of consulting revenues for the nine months ended February
28, 2007 was 88.2% compared to 98.0% for the nine months ended February 28, 2006.  The improvement is largely due to the Intentia
consulting practice having historically higher margins relative to the legacy Lawson practice as well as an overall improvement in the
legacy Lawson consulting margins from 2.0% in the nine months ended February 28, 2006 to 12.9% in the nine months ended
February 28, 2007.

32

Source: Lawson Software, Inc, 10−Q, April 09, 2007



Operating Expenses

Three Months Ended Quarterly Change
February 28, 2007 vs. 2006

(in thousands) 2007 2006 Dollars Percent

Operating expenses:
Research and development $ 20,380 $ 14,325 $ 6,055 42.3%
Sales and marketing 39,744 17,655 22,089 125.1%
General and administrative 25,714 9,644 16,070 166.6%
Restructuring 11,540 — 11,540 *NM
Amortization of acquired intangibles 2,465 346 2,119 612.4%

Total operating expenses $ 99,843 $ 41,970 $ 57,873 137.9%

Nine Months Ended Year−to−Date Change
February 28, 2007 vs. 2006

(in thousands) 2007 2006 Dollars Percent

Operating expenses:
Research and development $ 63,235 $ 42,875 $ 20,360 47.5%
Sales and marketing 116,534 56,092 60,442 107.8%
General and administrative 73,919 36,555 37,364 102.2%
Restructuring 14,900 5 14,895 *NM
Amortization of acquired intangibles 7,254 1,077 6,177 573.5%

Total operating expenses $ 275,842 $ 136,604 $ 139,238 101.9%

* Not meaningful

Total Operating Expenses. Total operating expenses for the third quarter of fiscal 2007 doubled over the third quarter of
fiscal 2006 primarily due to the acquisition of Intentia, which accounted for $51.1 million of the $57.9 million total.Total operating
expenses as a percent of revenue for the third quarter of fiscal 2007 were 52.2%, up from 47.7% for the third quarter of fiscal 2006
primarily due to a significant increase in restructuring, resulting from the transformation initiatives discussed under Restructuring
below.  Total operating expenses for the nine months ended fiscal 2007 increased $139.2 million or 101.9%, of which $129.1 million
was due to the acquisition of Intentia.  Total operating expenses as a percent of revenue for the nine months ended fiscal 2007 were
51.3%, down from 51.6% in the prior year which was the result of the relatively smaller research and development costs of Intentia on
a percentage of revenue basis compared to legacy Lawson.  We plan to continue managing operating expenses aggressively
throughout the year.

Research and Development.   Research and development expenses consist primarily of salaries, employee benefits, related
overhead costs, and consulting fees associated with product development, enhancements and upgrades provided to existing customers
under maintenance plans and to new customers, testing, quality assurance and documentation.

Research and development expenses for the third quarter of fiscal 2007 increased 42.3% from the third quarter of fiscal 2006
due to the acquisition of Intentia.  Excluding the addition of $8.1 million from the acquisition of Intentia, research and development
expenses decreased $2.1 million, of which $1.6 million is due to lower human resource expenses resulting from offshoring and a $0.5
million is due to a decrease in contractor expenses.  Research and development expenses for the nine months ended fiscal 2007 also
increased due to the acquisition of Intentia, which has accounted for $25.2 million this year to date.  This increase is offset by a
decrease in legacy Lawson research and development on a year to date basis of $4.8 million which resulted from lower human
resource costs due to a decrease in headcount as well as a decrease in contractor expenses.

Sales and Marketing.   Sales and marketing expenses consist primarily of salaries and incentive compensation, employee
benefits, travel and overhead costs related to our sales and marketing personnel, as well as trade show activities, advertising costs and
other costs associated with marketing our company.

Sales and marketing expenses for the third quarter of fiscal 2007 increased 125.1% from the third quarter of fiscal 2006
primarily due to the addition of sales and marketing expenses associated with the acquisition of Intentia.  Excluding the addition of
$17.5 million of sales and marketing expenses from the acquisition of Intentia, sales and marketing expenses increased $4.6 million
due to increases in employee expenses of $4.9 million primarily related to increased salaries as we
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increase our sales personnel to address the market opportunity for both S3 and M3 products.  Similarly, sales and marketing expenses
for the nine months ended fiscal 2007 increased significantly, of which total $53.2 million was due to the acquisition of Intentia.  
Excluding the effect of the acquisition of Intentia, legacy Lawson increased $7.2 million, which was primarily driven by increases in
employee expenses of $7.7 million due to increased salaries and headcount.  In both the three and nine month periods, these increases
in employee expenses were offset by various cost savings.

General and Administrative.   General and administrative expenses consist primarily of salaries, employee benefits and
related overhead costs for administrative employees, as well as legal and accounting expenses, consulting fees and bad debt expense.

General and administrative expenses for the third quarter of fiscal 2007 increased 166.6% from the third quarter of fiscal
2006.  The increase was due to the addition of $13.4 million of general and administrative expenses from Intentia and an increase of
general and administrative expenses for legacy Lawson of $2.9 million over the third quarter in the prior year.  The increase in general
and administrative expenses for legacy Lawson over the prior year resulted from an increase in employee expenses of $1.1 million, an
increase in audit fees of $0.8 million, expense recorded for stock−based compensation of $0.9 million, $0.1 million of other
miscellaneous general and administrative expenses.  General and administrative costs for Intentia for the third quarter of fiscal 2007
continued to be somewhat higher than what is expected to be the future trend due to integration costs,  particularly higher contractor
costs. This situation is expected to improve in the future as we hire permanent employees and integration efforts are completed. 
General and administrative expenses for the nine months ended fiscal 2007 increased 102.2% of which $34.5 million was due to the
addition of Intentia.  On a year to date basis general and administrative expenses for legacy Lawson increased by $3.1 million
compared to the prior year with higher accounting fees and increased bad debt expense as well as increases in other miscellaneous
expenses offset by a decrease in stock−based compensation expense from the prior year.  Prior year stock−based compensation
expense included $6.3 million of expense related to the negotiated separation agreement with its former president and chief executive
officer.

Restructuring.   Restructuring activity for the third quarter of fiscal 2007 increased significantly over the third quarter of
fiscal 2006 due to additional planned personnel reductions.  During the nine months ended February 28, 2007, we recorded $15.1
million in restructuring charges compared with minimal restructuring charges recorded during the equivalent nine months of fiscal
2006.

On February 28, 2007, the Company recorded a restructuring charge as the result of transformational plans associated with
moving jobs from the U.S. and Europe to the Philippines.  The restructuring charge represents estimated severance costs of $11.5
million related to the reduction of approximately 350 employees in the United States and Europe.  These reductions are planned to
occur over the next 5 quarters.

On April 26, 2006, in conjunction with the acquisition of Intentia, the Company approved a plan designed to eliminate
employee redundancies and exit or reduce leased facilities in both legacy Lawson and Intentia.

Legacy Lawson.  The plan for legacy Lawson includes the reduction of approximately 60 employees in the United States and
United Kingdom and the exit or reduction in space for leases in certain facilities.  The reduction of employees include employees who
work in operations, marketing, sales, research and development, maintenance and consulting.  As of May 31, 2006 the Company had a
reserve of $1.2 million for severance and related benefits recorded and no reserve recorded for the exit of leased facilities.  For the
three months ended February 28, 2007, $0.03 million of net reductions of severance and related benefits and no costs to exit leased
facilities were recorded, respectively.  For the three months ended February 28, 2007, $0.1 million of cash payments were made for
severance and related benefits and $0.2 million of cash payments were made for the exit of leased facilities.  For the nine months
ended February 28, 2007, $0.2 million of net reductions of severance and related benefits and $3.2 million of costs to exit leased
facilities were recorded, respectively.  For the nine months ended February 28, 2007, $1.2 million and $0.6 million of cash payments
were made for severance and related benefits and the exit of leased facilities, respectively.  This resulted in an ending balance as of
February 28, 2007 for both severance and related benefits and the reserve for the exit or reduction of leased facilities of $2.7 million. 
The company expects cash payments for severance and related benefits to be made through the first quarter of fiscal 2008 and cash
payments for the exit of leased facilities to be made up to approximately two years subsequent to the end of fiscal 2007.

Intentia.  The plan for Intentia includes the reduction of approximately 125 employees in the EMEA and APAC and the exit
or reduction in space for leases in certain facilities.  The reduction of employees include employees who work in all functional areas
of the Company.  As of May 31, 2006 the Company had a reserve of $12.7 million for severance and related benefits recorded and
$16.8 million of reserve recorded for the exit of leased facilities for a total reserve of $29.5 million.  For the three months ended
February 28, 2007, there were no additions, but there were $2.1 million in reductions made to severance and related benefits, as well
as $0.3 million of additions for costs to exit leased facilities.  For the three months
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ended February 28, 2007, $2.8 million of cash payments were made for severance and related benefits and $4.0 million of cash
payments were made for the exit of leased facilities.  For the nine months ended February 28, 2007, $2.1 million in reductions for
severance and related benefits, and $0.3 million of additions for costs to exit leased facilities were made, as well as cash payments of
$8.9 million and $4.8 million were made for severance and related benefits and the exit of leased facilities, respectively.  This resulted
in an ending balance as of February 28, 2007 for both severance and related benefits and the reserve for the exit or reduction of leased
facilities of $14.0 million.  The company expects cash payments for severance and related benefits to be made through the first quarter
of fiscal 2008 and cash payments for the exit of leased facilities to be made up to approximately two years subsequent to the end of
fiscal 2007.

We expect to see cost savings as a result of the April 2006 restructuring plans with a reduction in cost of revenue and
operating expenses in future periods resulting from lower facility lease expense and reduced headcount.  We expect to begin to see the
effects of these cost savings by the end of fiscal 2007 and into fiscal 2008.

Amortization of Acquired Intangibles.   Amortization of acquired intangibles for the three and nine months ended fiscal 2007
was $2.5 million and $7.3 million, respectively as compared with $0.3 million and $1.1 million for the three and nine months ended
fiscal 2006, respectively.  The increase over fiscal 2006 primarily results from the amortization of intangibles acquired in the Intentia
acquisition.

Total Other Income, Net

Total other income, net, which consists of interest income earned from cash and marketable securities, interest expense, and
other associated costs, decreased to $1.4 million for the three months ended February 28, 2007, from $2.8 million for the same quarter
in fiscal 2006.  An increase of approximately $0.3 million in other income, due primarily to a $16.8 million increase in average
invested balances and an increase in average yields to 4.8% from 4.3% for the third quarters of fiscal 2007 and 2006, respectively, was
offset by an increase of $1.5 million in interest expense for the quarter.  The interest expense is largely attributable to the litigation
contingency associated with customer claims against Intentia outstanding at the date of the acquisition with Intentia.  A total of $1.2
million in interest expense was recorded in the third quarter of fiscal 2007 associated with this preacquisition litigation reserve.

For the nine months ended February 28, 2007, other income, net increased to $8.1 million from $7.5 million for the nine
months ended February 28, 2006.  The $0.6 million increase in other income, net was due primarily to an increase in interest income
reflecting a $34.1 million increase in average invested balances and an increase in average yields, which were 3.7% and 2.8% for the
nine months ended February 28, 2007 and 2006, respectively.

Provision for Income Taxes

Income tax expense was $2.8 million for the three months ended February 28, 2007, as compared to income tax expense of
$3.2 million for the three months ended February 28, 2006.  Income tax expense was $9.6 million for the nine months ended February
28, 2007 as compared to income tax expense of $7.6 million for the nine months ended February 28, 2006.  For the three and nine
months ended February 28, 2007, the calculation of the effective tax rate is not meaningful due to forecasting a tax provision that
exceeds its book income.  This tax expense relates to profitable jurisdictions.  The effective tax rates for the three and nine months
ended February 28, 2006 was 24.4% and 26.9%, respectively, which reflected the impact of releasing of $1.6 million of tax reserves in
the first quarter of fiscal 2006.  We review our reported effective tax rate on a quarterly basis and make any necessary changes.

The Company’s income tax expense, when compared to the pre−tax loss, is volatile.  The mix of pre−tax profits and losses
amongst entities for which either a tax provision is or is not recorded, has changed from quarter to quarter and is the primary reason
for the consolidated income tax volatility.

The company is considering a plan to complete a legal entity restructuring for the year ended May 31, 2008.  In addition to
enabling the company to obtain many post Intentia acquisition operational synergies, implementation of this plan may have an effect
of lowering the company’s global effective tax rate.  The company may be able to implement a component of this global restructuring
plan in the fourth quarter of the fiscal year ended May 31, 2007.  In the event such implementation occurs, the company may begin to
see a decrease in its annual projected global effective tax rate.
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Stock−Based Compensation

On June 1, 2006, we adopted the provisions of SFAS No. 123(R). Under SFAS No. 123(R), stock−based employee
compensation cost is recognized using the fair value based method for all new awards granted after June 1, 2006 and unvested awards
outstanding at June 1, 2006.  Compensation costs for unvested stock options and awards that are outstanding at June 1, 2006, will be
recognized over the requisite service period based on the grant−date fair value of those options and awards as previously calculated
under the pro forma disclosures under SFAS No. 123, using a straight−line method.  We elected the modified−prospective method of
adopting SFAS No. 123(R), under which prior periods are not retroactively restated.  Stock−based compensation expense for
non−vested awards granted prior to the effective date is being recognized over the remaining service period using the fair value based
compensation cost estimated for SFAS No. 123 pro forma disclosures.  Total stock−based compensation expense included in the
Company’s Condensed Consolidated Statements of Operations for the three months ended February 28, 2007, was $1.8 million, or
$1.2 million net of tax.  This had an impact of $0.01 on our earnings per share for the three months ended February 28, 2007.  Total
stock−based compensation expense for the nine months ended February 28, 2007, was $5.5 million, or $3.5 million net of tax.  This
had an impact of $0.02 on our earnings per share for the nine months ended February 28, 2007.  During the three months ended
February 28, 2006, prior to the adoption of SFAS No. 123(R), stock−based employee compensation expense recognized by the
Company was not material.  During the nine months ended February 28, 2006, prior to the adoption of SFAS No. 123(R), we
recognized $6.6 million, or $4.1 million net of tax stock−based employee compensation expense, that included a $6.3 million, or $3.8
million non−cash after tax charge resulting from the negotiated separation agreement with our former president and chief executive
officer.  Other amendments to stock option agreements as of February 28, 2006 did not have a material impact to the results of
operations as of the three and nine months ended February 28, 2006.

For purposes of calculating the fair value of options under SFAS No. 123(R), the weighted average fair value of options
granted during the nine months ended February 28, 2007 was $3.51 per share.  For purposes of calculating the fair value of options
under SFAS No. 123, the weighted average fair value of options granted during the nine months ended February 28, 2006 was $3.13
per share.  The weighted average fair values were based on the fair values on the dates of grant.  The fair values for the options were
calculated using the Black−Scholes option−pricing model utilizing the following assumptions:

Three Months Ended Nine Months Ended
February 28, February 28,

2007 2006 2007 2006

Weighted average per option fair value $ 3.20 $ 3.65 $ 3.51 $ 3.13
Assumptions used for option grants:

Expected life (years) 4.2 5.0 4.7 5.0
Risk−free interest rate 4.7% 4.2% 4.7% 3.6%
Volatility 43.6% 52.0% 49.6% 56.0%
Dividend yield 0.0% 0.0% 0.0% 0.0%
Forfeiture rate 6.1% N/A 6.1% N/A

In June 2005 the expected life was based on the historical expected life that was established from historical observations.  In
June 2006, we calculated expected life based on historical observations, taking into account the contractual life of the option and
expected time to post−vesting forfeiture and exercise.  The risk free interest rate is based on the U.S. Treasury zero−coupon yield
curve on the grant date for a maturity that correlates to the expected life of the options.  We are using a combination of historical and
implied volatility (blended method) to calculate the volatility.  Currently our historical volatility calculation for grants with estimated
lives of 4 years or more is based on a four−year look back period.  We will continue to increase the look back in order to coincide with
the expected life of our grants.  The pre−vesting forfeiture rate is calculated by looking at historical actual forfeitures of options
compared to grants.  Before implementing SFAS No. 123(R), forfeitures were accounted for as they occurred.

Unrecognized compensation expense related to outstanding stock options as of February 28, 2007, was $16.9 million and is
expected to be recognized over a weighted average period of 3.39 years and will be adjusted for any future changes in estimated
forfeitures.
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Liquidity and Capital Resources

Nine Months Ended
February 28, February 28,

2007 2006 Change
(in thousands, except %)

Cash Flow
Cash (used in) provided by operating activities $ (16,178) $ 38,625 *NM
Cash provided by (used in) investing activities $ 18,848 $ (49,548) *NM
Cash provided by financing activities $ 8,428 $ 10,319 (18.3)%

As of February 28, As of May 31,
2007 2006 Change

(in thousands, except %)
Capital Resources
Working capital $ 141,651 $ 168,201 (15.8)%
Cash and cash equivalents and marketable securities $ 271,089 $ 306,581 (11.6)%

* Not meaningful

As of February 28, 2007, we have $271.1 million in cash, cash equivalents and marketable securities, excluding $15.0 million
in restricted cash.  Our working capital is $141.7 million as of February 28, 2007. Our most significant source of operating cash flows
is derived from the collection of license fees, maintenance fees and consulting services from our customers.  Days sales outstanding
(DSO), which is calculated on net receivables at period end divided by revenue for the quarter times 90 days in the quarter, was 87 and
50 as of February 28, 2007, and May 31, 2006, respectively.  The DSO as of May 31, 2006 does not include DSO for Intentia as a
combined DSO would not have been meaningful as the acquisition occurred late in the fourth quarter ended fiscal 2006 The
acquisition of Intentia increased our accounts receivable outside the U.S. and has led to higher consolidated accounts receivable with
longer terms and higher DSO’s.   Our primary uses of cash from operating activities are for employee costs, third−party costs for
licenses and services, and facilities.

We believe that cash flows from operations, together with our cash, cash equivalents and marketable securities, will be
sufficient to meet our cash requirements for working capital, capital expenditures and investments for the foreseeable future. As part
of our business strategy, we may acquire companies or products from time to time to enhance our product lines.

During the third quarter ended February 28, 2006, we began a program to invoice S3 annual support renewals in the
Americas so that most customers will have a June 1 renewal date each year for software support.  In the past, annual support renewal
dates with customers were spread throughout the year, based on either the beginning of a quarter or the anniversary date of the initial
license agreement with a customer.  Accordingly, cash generated from support renewals was spread over an entire fiscal year.  Under
this new program, we will invoice customers for annual support during the 90−day period before each June 1, and expect payments by
fiscal year end.  As a result, beginning in the fourth quarter of fiscal 2007 and then in the first quarter of fiscal 2008, we anticipate our
cash balance from annual support payments will increase when these invoices are paid, and then will decrease after the first quarter of
each fiscal year as we apply that cash towards the fulfillment of our support obligations.  We experienced the negative impact on
operating cash flow from the shift in support billings in the first and second quarter of fiscal 2007 as we billed shorter and shorter
support periods leading up to the fourth quarter of fiscal 2007.  Revenue is not affected by this new program as revenue is recognized
as the services are provided.  Intentia’s invoicing cycle has historically occurred throughout the year, with a slight increase in our
fiscal third quarter due to historical seasonality at the former Intentia.

Cash flows from operating activities:

Net cash used in operating activities was $16.2 million for the nine months ended February 28, 2007, compared with
$38.6 million of net cash provided by operating activities for the nine months ended February 28, 2006.  Our net loss of $29.1 million
was offset by non−cash charges of $37.1 million, which increased from prior year non−cash charges of $18.8 million and primarily
included charges of $29.2 million of depreciation and amortization, an increase from the prior year and a $3.8 million increase in the
provision for doubtful accounts compared to a decrease in the prior year.

 The net working capital changes of $24.2 million increased the overall cash used to $16.2 million.  The significant activity in
cash flows from working capital changes for the nine months ended February 28, 2007 are related to a decrease in accrued and other
liabilities of $12.9 million, an increase in prepaid expenses of $5.3 million, a decrease in accounts payable of $2.1 million, an increase
of $9.5 million in trade accounts receivable and a decrease in income tax payable of $1.1 million.  These were partially offset by an
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increase in deferred revenue of $6.7 million The decrease in accrued and other liabilities resulted from the pay down of certain
accrued liabilities including variable compensation which existed at the date of acquisition and payment of integration related
reserves.
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Cash flows from investing activities:

Net cash provided by investing activities was $18.8 million for the nine months ended February 28, 2007, compared with
$49.5 million in cash used in investing activities for the nine months ended February 28, 2006.  The investing activities for the nine
months ended February 28, 2007, primarily related to $148.0 million of cash received from maturities of marketable securities
partially offset by $100.4 million of purchases of marketable securities and $10.7 million of purchases of property and equipment.
 Additionally, a reserve of restricted cash of $15.0 million is being held until settlement of the purchase of the remaining shares of
Intentia, which has also decreased cash flow from investing activities.

Cash flows from financing activities:

Net cash provided by financing activities was $8.4 million for the nine months ended February 28, 2007, compared with
$10.3 million in cash provided by financing activities for the nine months ended February 28, 2006.  The financing activities for the
nine months ended February 28, 2007, primarily related to $10.1 million in cash received from the exercise of stock options and $3.2
million in cash received from the proceeds of long term debt, offset by $5.9 million used in the repurchase of common stock

Derivatives

We account for derivative instruments, consisting of foreign currency forward contracts, pursuant to Statement of Financial
Accounting Standards No. 133 (SFAS 133), Accounting for Derivative Instruments and Hedging Activities, as amended. SFAS 133
requires that derivative instruments be recorded in the balance sheet as either an asset or liability measured at its fair value. We
employ derivative financial instruments to offset recognized non−functional currency transaction exposures. Gains and losses
resulting from changes in the fair value of our derivative portfolio are recorded in each accounting period. These gains and losses
largely offset gains and losses from non−functional currency balance sheet exposures previously recognized. We do not use derivative
instruments for trading purposes and do not employ hedge accounting.  All outstanding foreign currency forward contracts are marked
to market at the end of the period with unrealized gains and losses included in the Condensed Consolidated Statements of Operations. 
As of February 28, 2007, the net fair value of our derivatives was $1.0 million, and is included in other accrued liabilities.

Credit Facilities

We have a credit facility that was entered into by Intentia on November 1, 2004 and assumed by Lawson.  The facility
consists of a guarantee line with Skandinaviska Enskilda Banken (SEB) in the amount of $5.7 million (Swedish Kroner (SEK) 40
million).  The facility is secured by a corporate letter of guaranty by Lawson Software, Inc.  As of February 28, 2007, $0.1 million was
outstanding under the guarantee line and $5.6 million was available for use.  We also have various other outstanding guarantees
totaling $0.4 million with various financial institutions.

Restricted Cash

The Company has $15.0 million held as restricted cash as of February 28, 2007.  Approximately $13.2 million of this relates
to collateral to secure a bank guarantee for the settlement of the purchase of the remaining shares of Intentia.  The balance of $1.8
million relates to various guarantees of the Company’s properties worldwide.  Of the $15.0 million in restricted cash, we expect $8.5
million to be paid within one year.  The remaining restricted cash has been classified as a non−current asset on the balance sheet.  The
arbitration process associated with the settlement of the un−tendered shares of Intentia requires the Company to maintain a specified
amount in escrow, although the amount may not be indicative of the purchase price of the remaining shares.

Share Repurchase Plan

On November 13, 2006, the Company announced that the board of directors approved a share repurchase of up to $100
million of common stock.  The share repurchase will be funded using the Company’s existing cash balance and future cash flows, and
will occur through open market purchases, privately negotiated transactions and/or transactions structured through investment banking
institutions as permitted by securities laws and other legal requirements.  Market conditions will influence the timing of the buyback
and the number of shares repurchased.  The Company used $5.9 million to repurchase 867,000 shares at an average price of $6.80
during the three quarter ended February 28, 2007 under this plan.  The board of directors, along with management, continues to
evaluate the best use of the Company’s cash and financial resources, including strategic acquisitions or incremental share repurchase
plans.
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Disclosures about Contractual Obligations and Commercial Commitments

There have been no material changes to the Company’s contractual obligations and commercial commitments as disclosed in
the Company’s Annual Report on Form 10−K for the year ended May 31, 2006.

Off−Balance−Sheet Arrangements

We do not use off−balance−sheet arrangements with unconsolidated entities, related parties or other forms of
off−balance−sheet arrangements such as research and development arrangements. Accordingly, our liquidity and capital resources are
not subject to off−balance−sheet risks from unconsolidated entities. As of February 28, 2007, we did not have any off−balance−sheet
arrangements, as defined in Item 303(a)(4)(ii) of SEC Regulation S−K.

We have entered into operating leases for most U.S. and international sales and support offices and certain equipment in the
normal course of business. These arrangements may be referred to as a form of off−balance−sheet financing. As of February 28, 2007,
we leased facilities and certain equipment under non−cancelable operating leases expiring between 2006 and 2017. Rent expense
under operating leases for the three months ended February 28, 2007 and 2006 was $6.6 million and $3.2 million, respectively.  Rent
expense under operating leases for the nine months ended February 28, 2007 and 2006 was $25.8 million and $10.1 million,
respectively.  The increase is primarily due to facilities and equipment under lease at the acquisition date of Intentia on April 25, 2006.

Foreign Currency

The Company has a potential loss arising from adverse changes in foreign currency exchange rates.  For the nine months
ended February 28, 2007, approximately 46% of our revenue was denominated in a foreign currency which is an increase from the
approximate 5% as of the nine months ended February 28, 2006 due to the addition of Intentia which was acquired in the fourth
quarter of fiscal 2006.  As a result the Company now has significant assets and operations in Europe as well as Asia−Pacific resulting
in exposure to foreign currency gains and losses.

The increase in transactions denominated in foreign currencies and the increase in foreign currency exposure in fiscal 2007,
has caused us to manage foreign currency market risk, from time to time, using forward contracts to offset the risk associated with the
effects of certain foreign currency exposures.  These foreign currency exposures are primarily associated with inter−company
transactions in our non−functional currencies.  Increases or decreases in our foreign currency exposures are expected to be offset by
gains or losses on forward contracts.  This is expected to mitigate the possibility of significant foreign currency transaction gains or
losses in future periods.

We do not use forward contracts for trading purposes.  All outstanding foreign currency forward contracts are marked to
market at the end of the period with unrealized gains and losses included in the Condensed Consolidated Statement of Operations. 
Our ultimate realized gain or loss with respect to currency fluctuations will depend on the currency exchange rates and other factors in
effect as the contracts mature.  Net foreign exchange transaction gains (losses) recorded in the Condensed Consolidated Statement of
Operations for the three and nine months ended February 28, 2007 was $4.2 million and $4.3 million, respectively.  At February 28,
2007 the fair value of foreign currency forward contracts approximated $0.9 million net liability recorded in other accrued liabilities in
Condensed Consolidated Balance Sheets.  For the prior three and nine months ended February 28, 2006 we did not employ derivative
financial instruments.

Recent Accounting Pronouncements

In February 2007, the FASB issues SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities –
Including an Amendment of FASB Statement No. 115 (SFAS 159), which becomes effective for fiscal periods beginning after
November 15, 2007.  Under SFAS 159, companies may elect to measure specified financial instruments and warranty and insurance
contracts at fair value on a contract−by−contract basis, with changes in fair value recognized in earnings each reporting period.  This
election, called the “fair value option”, will enable some companies to reduce volatility in reported earnings caused by measuring
related assets and liabilities differently.  The Company is currently evaluating the potential impact of adopting SFAS No. 159 has on
its Condensed Consolidated Financial Statements.

In September 2006, the FASB issued SFAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans (SFAS 158).  SFAS 158 amends SFAS 87, Employers’ Accounting for Pension (SFAS 87), SFAS 88,
Employers’ Accounting for Settlements and Curtailments of Defined Benefit Plans and for Benefits and for Termination Benefits
(SFAS 88), and SFAS 132R, Employers’ Disclosures about Pensions and Other Postretirement Benefits.  Effective for fiscal years
ending after December 15, 2006, SFAS 158 requires balance sheet recognition of the funded status for all
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pension and postretirement benefit plans.  The impact of adoption will be recorded as an adjustment of other accumulated
comprehensive income. Subsequent changes in funded status will be recognized as a component of other comprehensive income to the
extent they have not yet been recognized as a component of net periodic benefit cost pursuant to SFAS 87 or SFAS 88.  Prior to the
acquisition of Intentia, the Company did not maintain any plans subject to SFAS 87 or SFAS 158. The Company does not believe it
will be required to make any disclosure under SFAS 158.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS No. 157).  SFAS No. 157 establishes
a common definition for fair value to be applied to GAAP guidance requiring use of fair value, establishes a framework for measuring
fair value, and expands disclosure about such fair value measurements.  SFAS No. 157 is effective for fiscal years beginning after
November 15, 2007.  The Company is currently evaluating the expected impact of the provisions of SFAS No. 157 on its results of
operations and its financial position.

In September 2006, the SEC issued Staff Accounting Bulletin No, 108 Considering the Effects of Prior Year Misstatements
when Quantifying Misstatements in Current Year Financial Statements (SAB 108).  SAB 108 provides interpretive guidance on how
the effects of the carryover or reversal of prior year misstatements should be considered in quantifying a current year misstatement. 
The SEC staff believes that registrants should quantify errors using both a balance sheet and income statement approach and evaluate
whether either approach results in quantifying a misstatement that, when all relevant quantitative and qualitative factors considered, is
material.  SAB 108 is effective for fiscal years ending on or after November 15, 2006, with early application encouraged.  The
Company is currently evaluating the expected impact of the provisions of SAB 108 on its results of operations and its financial
position.

In June 2006, the FASB issued Interpretation (FIN) No. 48, Accounting for Uncertainty in Income Taxes – an interpretation
of FASB Statement No. 109 (FIN 48).  FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s
financial statements in accordance with Statement 109, Accounting for Income Taxes.  This Interpretation prescribes a recognition
threshold and measurement attribute for financial statement recognition, measurement and disclosure of tax positions that a company
has taken or expects to be taken on a tax return.  Additionally, FIN 48 provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods and transition.  Interpretation 48 is effective for fiscal years beginning after December 15,
2006, with early adoption permitted.  The Company is currently evaluating whether the adoption of FIN 48 will have a material effect
on its consolidated results of operations and financial condition.

ITEM 3. QUALITATIVE AND QUANTITATIVE DISCLOSURES ABOUT MARKET RISK

Foreign Currency.  The Company’s market risk includes the potential loss arising from adverse changes in foreign currency
exchange rates.  For the nine months ended February 28, 2007, approximately 46% of our revenue was denominated in a foreign
currency which is an increase from the approximate 5% as of the nine months ended February 28, 2006 due to the addition of Intentia
which was acquired in the fourth quarter of fiscal 2006.  As a result the Company now has significant assets and operations in Europe
as well as Asia−Pacific resulting in exposure to foreign currency gains and losses.

As a result of the acquisition of Intentia and an increase in transactions denominated in foreign currencies and the increase in
foreign currency exposure in fiscal 2007, we will manage foreign currency market risk, from time to time, using forward contracts to
offset the risk associated with the effects of certain foreign currency exposures.  These foreign currency exposures are primarily
associated with inter−company transactions in our non−functional currencies.  Increases or decreases in our foreign currency
exposures are expected to be offset by gains or losses on forward contracts.  This is expected to mitigate the possibility of significant
foreign currency transaction gains or losses in future periods.

We do not use forward contracts for trading purposes.  All outstanding foreign currency forward contracts are marked to
market at the end of the period with unrealized gains and losses included in the Condensed Consolidated Statement of Operations. 
Our ultimate realized gain or loss with respect to currency fluctuations will depend on the currency exchange rates and other factors in
effect as the contracts mature.  Net foreign exchange transaction gains (losses) recorded in the Condensed Consolidated Statement of
Operations for the three and nine months ended February 28, 2007 was $4.2 million and $4.3 million, respectively.  At February 28,
2007 the fair value of foreign currency forward contracts approximated $0.9 million net liability recorded in other accrued liabilities in
the Condensed Consolidated Balance Sheets.  For the prior three and nine months ended February 28, 2006 we did not employ
derivative financial instruments.

Interest Rates.  There were no material changes in interest rate risk for the Company in the period covered by this report.  See
the Company’s Annual Report on Form 10−K for the fiscal year ended May 31, 2006 for a discussion of interest rate risk for the
Company.
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ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Rules adopted by the SEC to implement the provisions of Section 302 of the Sarbanes−Oxley Act of 2002 require the Chief
Executive Officer and the Chief Financial Officer of the Company, in connection with the Company’s periodic reports filed with the
SEC, to evaluate the Company’s disclosure controls and procedures and to disclose their conclusions based on this evaluation.

Disclosure controls and procedures refer to the controls and other procedures of an issuer that are designed to ensure that
information required to be disclosed by the issuer in the reports that it files or submits under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms.  Disclosure controls
and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by an
issuer in the reports it files or submits under the Securities Exchange Act of 1934 is accumulated and communicated to the issuer’s
management, including its principal executive and principal financial officers, or persons performing similar functions, as appropriate,
to allow for timely decisions regarding required disclosures.

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a−15(b) under the Securities Exchange Act of 1934, as amended, we conducted an evaluation under
the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, of
the effectiveness of our disclosure controls and procedures as of the end of the period covered by this Report.  Based on that
evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the material weakness that was identified in our
first quarter as reported in our From 10−Q for the quarter ended August 31, 2006, still exists for the third quarter ended February 28,
2007.  Although progress has been made regarding the material weakness identified in the first quarter of fiscal 2007, our disclosure
controls and procedures in our internal control over financial reporting relating to the lack of a sufficient number of qualified
accounting personnel with the required proficiency to apply the Company’s accounting policies in accordance with generally accepted
accounting principles of the United States of America (U.S. GAAP) still need improvement.  See further discussion of our update
regarding this material weakness identified as of August 31, 2006 within Changes in Internal Control Over Financial Reporting
below.

Management determined that a material weakness in our internal control over financial reporting existed as of August 31,
2006 relating to the lack of a sufficient number of qualified accounting personnel with the required proficiency to apply the
Company’s accounting policies in accordance with U.S. GAAP.  In order to compensate for a lack of adequate finance and accounting
staff at Intentia, management implemented transitional controls that utilized existing staff at the Company’s corporate headquarters
based in St. Paul, Minnesota to perform the U.S. GAAP accounting requirements for Intentia.  The transitional controls put in place in
the first quarter of fiscal 2007 surrounding Intentia caused additional strain on our financial reporting function resulting in the
operating effectiveness of the St. Paul, Minnesota finance and accounting personnel to become inadequate in the first quarter of fiscal
2007.  As a result of this material weakness, the Company experienced accounting adjustments in order to comply with US GAAP
related to its adoption of Statement of Financial Accounting Standards No. 123(R), Share−Based Payment (SFAS No. 123(R)), during
the first quarter of 2007, as well as in other areas.  These accounting adjustments, when considered in light of other current internal
control deficiencies and significant deficiencies results in management assessing that the Company’s lack of qualified accounting and
finance personnel represents a more than remote likelihood that a material misstatement could result in our interim Condensed
Consolidated Financial Statements that would not be prevented or detected.  Accordingly, management has determined that the
Company’s inadequate finance and accounting personnel control deficiency constitutes a material weakness in our internal control
over financial reporting as of February 28, 2007.  As a result of this material weakness, management has implemented changes during
the second and third quarters of the Company’s fiscal year 2007, to address controls relating to the lack of a sufficient number of
qualified accounting personnel with the required proficiency to apply the Company’s accounting policies in accordance with U.S.
GAAP.  See Management’s Actions and Plans for Remediation below.
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Changes in Internal Control Over Financial Reporting

Management’s Actions and Plans for Remediation

Management has implemented the following changes in our internal control over financial reporting relating to the lack of a
sufficient number of qualified accounting personnel with the required proficiency to apply the Company’s accounting policies in
accordance with U.S. GAAP.  These changes were partially implemented during the second and third quarters of fiscal 2007 and are
expected to affect Lawson’s internal controls relating to the lack of a sufficient number of qualified accounting personnel with the
required proficiency to apply the Company’s accounting policies in accordance with U.S. GAAP.  We intend to continue to remediate
the aforementioned material weakness in our internal control over financial reporting during the remainder of fiscal 2007 and we will
again report on the status of our remediation efforts when the Company files its Form 10−K as of and for the period ending May 31,
2007.  In particular, management has implemented the following:

•  Hired additional and permanent Finance department personnel with technical accounting expertise that have appropriate
accounting backgrounds and fully understand U.S. GAAP reporting requirements.  In addition, certain contractors were
added for specific experience or expertise where a gap needed to be filled.  These additions were done in key areas in St.
Paul, Minnesota and within Lawson International.

•  Provided additional education and training to the currently existing Intentia accounting personnel regarding revenue
recognition, accounting processes, Sarbanes−Oxley, and month−end close process.

•  Expanded the legacy Lawson financial controls and processes to the legacy Intentia financial reporting organization,
including changes to the record keeping processes that support U.S. GAAP reporting requirements.

•  Reallocated responsibilities within the legacy Lawson St. Paul, Minnesota based Finance organization to properly
address financial reporting and technical accounting matters encountered.  This included allocating more management
attention to the overview process regarding the consolidation process and finalization of the financial information as
reported in the Form 10−Q.

In light of the material weakness identified, in preparing our Condensed Consolidated Financial Statements as of and for the
quarter ended February 28, 2007, we performed additional analyses and other post−closing procedures in an effort to ensure our
Condensed Consolidated Financial Statements included in this Report as of and for the quarter ended February 28, 2007 have been
prepared in accordance with U.S. GAAP.  We will continue to perform the additional analyses and other post−closing procedures to
mitigate the risk of potential material misstatements to the Company’s financial statements in future quarters.

Management believes that it has made progress towards remediating the material weakness relating to the lack of a sufficient
number of qualified accounting personnel with the required proficiency to apply the Company’s accounting policies in accordance
with U.S. GAAP.  However, management understands that the material weakness identified in the first quarter ended August 31, 2006
still exists and that full remediation of this material weakness cannot be fully resolved until further actions are completed in each of
the areas noted above.  Management intends to complete the remediation of this material weakness by the fourth quarter of 2007 at the
earliest.  The integration of Intentia is complex, however, and is made more challenging given that Intentia will be within the scope of
our assessment of internal control over financial reporting under Section 404 of the Sarbanes−Oxley Act of 2002 in fiscal 2007.

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems
determined to be effective can provide only reasonable assurance with respect to financial statement preparation and presentation. We
intend to continue to improve the design and effectiveness of our disclosure controls and procedures and internal control over financial
reporting to the extent necessary to remediate deficiencies that currently exist as well as those that we may identify in the future.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Since our acquisition of Intentia in April 2006, the Company has been accumulating information regarding Intentia customer
claims and disputes that arose in Europe and APAC before the acquisition.  Some of these claims and disputes have been outstanding
for a long time, while others were only known or managed at a local level.   As such, the process of assembling the information
relevant to finalizing estimates of our exposure has been a long one.  Initial purchase accounting accrual estimates previously recorded
for such claims and disputes have been disclosed as preliminary in our 2006 Form 10−K and subsequent 10−Q filings.  The Company
has decided upon  a different approach to settling these issues than that taken by Intentia, and during the third quarter of 2007, the
Company obtained sufficient reliable information for purposes of adjusting its preliminary estimates of fair value for these claims and
disputes.   This resulted in an incremental accrual of $11.1 million with an associated increase to goodwill, recorded as of February 28,
2007 (see Note 11).  Upon completion of its estimate, management engaged a third−party valuation firm to verify this reserve.  These
reserves are recorded at present value and are expected to be consumed through a combination of cash payments and free services
over the next 12 to 24 months.  Because the reserves are recorded at present value, an aggregate $1.2 million of interest accretion was
recorded in the third fiscal quarter of 2007.  In addition to this interest charge, during the nine months ended February 28, 2007, the
Company recorded approximately $3.0 million of expenses associated with these matters in the form of legal costs and reserve
adjustments.  The Company expects to finalize these estimates in the fourth fiscal quarter upon receipt of the independent third−party
valuation. No material adjustments are expected however it is possible there could be a charge to operations as a result of finalizing
this matter.

We expense our defense costs during the period when incurred.  If the aggregate settlement costs or judgments exceed the
fair value estimate established as part of the purchase price adjustment, the overage would be expensed in the period when incurred. 
We are, and from time to time may become, involved in other litigation in the normal course of business concerning our products and
services.

While the outcome of these claims cannot be predicted with certainty, we do not believe that the outcome of any one of these
legal matters will have a material adverse effect on our consolidated financial position, results of operations or cash flows. However,
depending on the amount and the timing, an unfavorable resolution of some or all of these matters could materially affect our future
results of operations or cash flows in a particular period.

ITEM 1A. RISK FACTORS

Factors That May Affect Our Future Results or the Market Price of Our Stock

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

The enterprise software business is highly competitive.

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

•  single−industry software vendors;
•  human resource management software vendors;
•  financial management software vendors;
•  manufacturing software vendors;
•  merchandising software vendors;
•  services automation software vendors;
•  software integrators and outsourced services providers; and
•  internet (on demand) software vendors.
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We believe that Oracle, SAP and other competitors are discounting their products and services on an increasing basis to
attempt to gain market share in the markets where we compete.  Some competitors are also increasingly aggressive with offering
payment terms, contractual warranties, implementation terms or guarantees that are more favorable to customers and prospects. 
Competitors may entice our customers and prospects to switch software vendors by offering those customers or prospects free or
heavily discounted products or services, and other more favorable contract terms. We may be unable to continue to compete
successfully with new and existing competitors without lowering prices or offering other favorable terms to customers that lower our
margins and increase our risks.  We expect competition to persist and intensify, which could negatively impact our operating results
and market share.
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Our revenues, and in particular our software license revenue, vary each quarter and are difficult to predict.

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

•  The period between initial customer contact and a purchase by a customer may vary and can be more than one year. 
During the sales cycle, prospective customers may decide not to purchase or may scale down purchases because of
competing offers, budgetary constraints or changes in the prospect’s management, strategy, business or industry. 
Increasingly, customer or prospect organizations are taking more steps to approve the purchase of our products and
services.  Often times, we must wait for a customer or prospect’s board of directors to approve a purchase.  These added
approval requirements can delay the sales cycle and jeopardize the likelihood of completing the sale.

•  A substantial number of our existing and prospective customers make their purchase decision within the last few weeks
or days of each quarter.  A delay or deferral in a small number of large new software license transactions could cause our
quarterly license revenue to fall significantly short of our predictions.

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

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

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

We must hire additional account executives in our sales organization to achieve our revenue goals.

Revenue growth, and in particular software license revenue growth, requires that we have a sufficient number of trained
account executives in our sales organization to develop leads and call on prospective customers.  Competition in our industry for
experienced account executives is intense.  Competitors and other software companies may lure away our account executives through
signing bonuses and other special incentives.  Although we have had a continuous recruitment program for new account executives,
we must intensify our recruitment efforts to increase the number of account executives.  When we hire new account executives, the
time period required for that person to become productive will vary, depending on their experience and training and the customer
pipeline and length of sales cycle.

If we are unable to attract and retain senior management,  software developers, services consultants, finance and accounting
specialists,  and other qualified personnel, we will be unable to develop new products and increase our revenue and profitability.

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

Our revenue and profitability depend on the overall demand for enterprise software and related maintenance and services,
particularly in the industries and geographies in which we sell our products and services. Demand for enterprise software and demand
for our solutions are affected by general economic conditions, competition, product acceptance and technology lifecycles.  Regional
and global changes in the economy, governmental budget deficits and political instability in certain geographic areas have resulted in
businesses, government agencies and educational institutions reducing their spending for technology projects generally and delaying
or reconsidering potential purchases of our products and related services. The uncertainty posed by the long−term effects of the war in
the Middle East, terrorist activities, potential pandemics, natural disasters and related uncertainties and risks and other geopolitical
issues may impact the purchasing decisions of current or potential customers. Because of these factors, we believe the level of demand
for our products and services, and projections of future revenue and operating results, will continue to be difficult to predict.

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

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

•  the customer agreement includes products that are under development or has other undelivered elements;
•  the customer agreement includes essential services, including significant modifications, customization or complex

interfaces, (this is more prevalent with our M3 products);
•  the customer agreement includes acceptance criteria;
•  the customer agreement includes extended or contingent payment terms or fees;
•  a third−party vendor, whose technology is incorporated into our products, delays delivery of its product to the customer;
•  the customer agreement includes a fixed−fee service arrangement for which we do not have “vendor specific objective

evidence” (VSOE) of fair value; or
•  we are not able to establish historical pricing and maintenance renewal rates to meet the “vendor specific objective

evidence” (VSOE) requirements of these accounting rules.

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

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

Since the closing of our acquisition of Intentia in April 2006, we have been integrating our two companies and executing on
our business plan.  Before the acquisition, Lawson focused primarily on targeted service industries in North America, with our S3
products, and Intentia focused primarily on manufacturing and distribution industries in Europe, with its M3 products.

We have consolidated Lawson and Intentia facilities and taken other restructuring actions to reduce combined company
costs.  We are also continuing to expand our operations in the Philippines, and reduce certain higher cost employee positions in the
United States and Europe.  If we decide to take additional restructuring actions to improve operational efficiencies, we may be
required to incur financial charges in the period when we make that decision, which could have a material adverse impact on our
results of operations for that period.

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

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

Our operating results and financial condition could be adversely affected in the event of a security breach, major fire,
earthquake, war, terrorist attack, pandemic or other catastrophic event.  Travel restrictions or impaired access or significant damage to
our data center due to such an event could cause a disruption of business, which could adversely impact results of operations and
financial conditions.

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

Currently, a small portion of our new license sales is generated by partners.  Our revenue growth will depend, in part, on
adding new partners to expand our sales channels, as well as leveraging our relationships with existing partners. If our relationships
with these resellers, system integrators and strategic and technology partners deteriorate or terminate, we may lose sales and marketing
opportunities.  Some current and potential customers rely on third−party systems integrators to implement and manage new and
existing applications. These systems integrators may increase their promotion of competing enterprise software applications, or may
otherwise discontinue their relationships with us.  We also license third−party software products that we incorporate into, or resell
with, our own software products. For example, we incorporate Micro Focus International, Inc.’s software in many of our products and
have reseller and alliance relationships with IBM, Business Software Incorporated, Business Objects, Hyperion Solutions Corporation,
The Hackett Group, Inc. and other businesses that allow us to resell their offerings with our products and services. These relationships
and other technology licenses are subject to periodic renewal and may include minimum sales requirements.  A failure to renew or
early termination of these relationships or other technology licenses could adversely impact our business.

The integration of Lawson’s and Intentia’s businesses is complex and increases the risks related to the existence of a material
weakness in our internal control over financial reporting under Section 404 of the Sarbanes−Oxley Act of 2002.

As a Swedish company, Intentia was not required to comply with the requirements of Section 404 of the Sarbanes−Oxley Act
of 2002 concerning the design and operating effectiveness of internal control over financial reporting.  Consequently, Intentia did not
have the staff, experience, training or procedures to comply with these requirements.  Since the closing of the acquisition in April
2006, we have been integrating our two businesses and have compensated for the lack of finance staff at Intentia with finance staff at
legacy Lawson which, in turn, has over−extended the finance staff at legacy Lawson.  During the first quarter ended August 31, 2006,
we have identified that a material weakness in our internal control over financial reporting exists relating to the lack of a sufficient
number of qualified accounting personnel with the required proficiency to apply the Company’s accounting policies in accordance
with generally accepted accounting principles of the United States of America (U.S. GAAP).   Although we have intensified our hiring
efforts for qualified accounting personnel, this material weakness has not been remediated as of February 28, 2007.  The existence of
an internal control deficiency which has been assessed as a material weakness can increase the risk that the Condensed Consolidated
Financial Statements included in this Report do not fairly present, in all material respects, the financial condition, results of operations
and cash flows for the periods presented. As a result of the existence of this material weakness, we could encounter delays in our
ability to complete our financial reporting on a timely basis and lose investor confidence in the accuracy and completeness of our
financial reporting which, in turn, could have a negative market reaction.

We may have exposure to additional tax liabilities.

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

46

Source: Lawson Software, Inc, 10−Q, April 09, 2007



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

We have had an unusually high effective tax rate and are taking steps to bring our effective tax rate more in line with our
industry.  However, there is no assurance that we will be successful because our effective tax rate can be adversely affected by several
factors, many of which are outside of our control, including:

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

•  Changing tax laws, regulations, and interpretations in multiple jurisdictions in which we operate;
•  Unanticipated changes in tax rates;
•  Changes in accounting and tax treatment of stock−based compensation;
•  The tax effects of purchase accounting for acquisitions and restructuring charges that may cause fluctuations between

reporting periods;
•  Changes to the valuation allowance on net deferred tax assets; or
•  The assessments, or any related tax interest or penalties, could significantly affect our income tax expense for the period

in which the settlements take place.

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

Acquisition−related accounting charges may delay or reduce our profitability.

We are accounting for the acquisition of Intentia as a purchase following accounting principles generally accepted in the
United States. Under the purchase method of accounting, the purchase price of Intentia will be allocated to the fair value of the
identifiable tangible and intangible assets and liabilities that we acquire from Intentia. Any adverse changes to the fair value of these
assets and liabilities in future periods, including the preacquisition litigation reserve, would result in a period charge to earnings. In
addition, accounting for the combination of Intentia under the purchase method required a decrease in deferred revenue to fair value.
The excess of the purchase price over Intentia’s tangible net assets was allocated to goodwill and intangible assets. We are required to
perform periodic impairment tests on goodwill and certain intangibles to evaluate whether the intangible assets and goodwill that we
acquired from Intentia continue to have fair values that meet or exceed the amounts recorded on our balance sheet. If the fair values of
such assets decline below their carrying value on our balance sheet, we may be required to recognize an impairment charge related to
such decline. As of February 28, 2007 we had goodwill of $491.3 million and acquired intangibles of $139.6 million on our
Condensed Consolidated Balance Sheets. As a result of the completed acquisition of Intentia, we have realized a significant increase
in goodwill and acquired intangibles.  To the extent that we do not generate sufficient cash flows to recover the net amount of the
goodwill and intangibles recorded, the goodwill and intangibles could be subsequently written−off.  In such an event, our results of
operations in any given period would be negatively impacted, and the market price of our stock could decline.

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

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

We may experience foreign currency gains and losses.

We conduct a significant portion of our business in currencies other than the United States dollar. Our revenues and operating
results are adversely affected when the dollar strengthens relative to other currencies and are positively affected when the dollar
weakens.  Changes in the value of major foreign currencies, particularly the Euro, Swedish Krona and British Pound relative to the
United States dollar can significantly affect revenues and our operating results.  Our foreign currency transaction gains and losses are
charged against earnings in the period incurred.
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Our products are deployed in large and complex systems and may contain defects or security flaws.

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

Competitors may take advantage of our limited intellectual property protection.

We consider certain aspects of our internal operations, software and documentation to be proprietary, and rely on a
combination of contract, copyright, trademark and trade secret laws to protect this information.  In addition, we currently hold one
patent in the United States and have filed several patent applications.  Outstanding applications may not result in issued patents and,
even if issued, the patents may not provide any competitive advantage. Copyright laws afford only limited protection because those
laws do not protect product ideas.  In addition, when we license our products to customers, we provide source code for many of our
products.  Customers may also access source code through a source code escrow arrangement.  Access to our source code provides an
opportunity for companies to offer competing maintenance and product modification services to our customers.  Defending our
intellectual property rights is time consuming and costly.

Others may claim that we infringe their intellectual property rights.

Many participants in the technology industry have an increasing number of patents and have frequently demonstrated a
readiness to take legal action based on allegations of patent and other intellectual property infringement.  These types of claims are
time consuming and costly to defend.  If a successful claim is made against us and we fail to develop or license a substitute
technology, our business, results of operations, financial condition or cash flows could be adversely affected.

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

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

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

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

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

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

•  a limitation on who may call stockholder meetings;

•  a prohibition on stockholder action by written consent; and

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

The issuance of stock under our stockholder rights plan could delay, deter or prevent a takeover attempt that stockholders
might consider in their best interests. We are also subject to provisions of Delaware law that prohibit us from engaging in any business
combination with any “interested stockholder,” meaning generally that a stockholder who beneficially owns more than 15% of our
stock cannot acquire us for a period of three years from the date this person became an interested stockholder unless various
conditions are met, such as approval of the transaction by our board of directors. Any of these restrictions could have the effect of
delaying or preventing a change in control.

Control by existing shareholders could significantly influence matters requiring stockholder approval.

As of February 28, 2007, our executive officers, directors, and affiliated entities, in the aggregate, beneficially owned 20.9%
of our outstanding common stock.  Hedge fund investors have accumulated large positions in our stock.  Groups of the stockholders, if
acting together, would be able to significantly influence all matters requiring approval by stockholders, including the election of
directors and the approval of mergers or other business combinations.  Sale of a portion of these shares in the public market, or the
perception that such sales are likely to occur, could depress the market price of our common stock and could impair our ability to raise
capital through the sale of additional equity securities.

Our stock price could become more volatile and your investment could lose value.

All of the factors discussed above could affect our stock price, as well as speculation in the press and the analyst community,
changes in recommendations or earnings estimates by financial analysts, changes in analysts’ valuation measures for our stock, and
market trends.  A significant drop in our stock price could also expose us to the risk of securities class actions lawsuits, which could
result in substantial costs and divert management’s attention and resources, which could adversely affect our business.

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

(a) Not applicable

(b) Use of Proceeds

As of February 28, 2007, we held $47.0 million of net proceeds from our initial public offering in interest−bearing,
investment grade securities.  During the three months ended February 28, 2007, we used approximately $5.2 million for capital
expenditures, $0.6 million for repayment of debt and payment of capital lease obligations, $1.2 million in the acquisition of Sigma,
$0.2 million for the Mobileware transaction, another $0.1 for the acquisition of Intentia.

49

Source: Lawson Software, Inc, 10−Q, April 09, 2007



ITEM 6. EXHIBITS

(a) Exhibits

10.5(1) Amendment to Modified Master Relationship Agreement and an OEM Software Agreement between Lawson
Software, Inc. and International Business Machines Corporation.

31.1 Certification Pursuant to Section 302 of the Sarbanes−Oxley Act− Harry Debes.

31.2 Certification Pursuant to Section 302 of the Sarbanes−Oxley Act− Robert A. Schriesheim.

32.1 Certification Pursuant to Section 906 of the Sarbanes−Oxley Act− Harry Debes.

32.2 Certification Pursuant to Section 906 of the Sarbanes−Oxley Act− Robert A. Schriesheim.

(1)           Filed herewith. Confidential information is omitted from this exhibit and filed separately with the Securities and Exchange
Commission accompanied by a confidential treatment request pursuant to Rule 24b−2 under the securities Exchange Act of 1934, as
amended.
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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 thereunto duly authorized.

Date: April 9, 2007

LAWSON SOFTWARE, INC.

By: /s/ ROBERT A. SCHRIESHEIM
Robert A. Schriesheim
Executive Vice President and
Chief Financial Officer
(principal financial officer)

By: /s/ STEFAN B. SCHULZ
Stefan B. Schulz
Senior Vice President and
Global Controller
(principal accounting officer)

51

Source: Lawson Software, Inc, 10−Q, April 09, 2007



EXHIBIT INDEX

EXHIBIT
NUMBER DESCRIPTION OF DOCUMENTS

10.5 (1) Amendment to Modified Master Relationship Agreement and an OEM Software Agreement between Lawson
Software, Inc. and International Business Machines Corporation.

31.1 Certification Pursuant to Section 302 of the Sarbanes−Oxley Act− Harry Debes.

31.2 Certification Pursuant to Section 302 of the Sarbanes−Oxley Act− Robert A. Schriesheim.

32.1 Certification Pursuant to Section 906 of the Sarbanes−Oxley Act− Harry Debes.

32.2 Certification Pursuant to Section 906 of the Sarbanes−Oxley Act− Robert A. Schriesheim.

(1)           Filed herewith. Confidential information is omitted from this exhibit and filed separately with the Securities and Exchange
Commission accompanied by a confidential treatment request pursuant to Rule 24b−2 under the securities Exchange Act of 1934, as
amended.
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Exhibit 10.5

IBM OEM Software Agreement: 4905S10262
Amendment 03 to Transaction Document Number 02

This Amendment (Amendment) to the IBM OEM Software Agreement and Transaction Document (TD) specified above is entered
into between International Business Machines Corp. (IBM) and Lawson Software Americas, Inc. (you). This Amendment will remain
in effect until such TD terminates or expires. If there is a conflict, the terms of this Amendment shall prevail over the terms of the TD.
Except as modified herein, all other terms of the TD remain in full force and effect.

Change Number 1:

Replace Section 1:

1. Program(s) Prices: You will pay IBM the applicable amount identified below for each IBM Blue Stack made up of the following
Program(s) that you distribute, and for each term of Maintenance Renewal/Reinstatement that you purchase.

Part Number IBM Blue Stack License (including 1 Year of Maintenance for New Customers)

D5ALTLL WAS NETWORK DEPLOYMENT 5.0 MULTIPLT PROG PK 1 PROC
NLV

D55V1LL IBM WebSphere MQ Value Unit License + Maintenance 12 months
D533ILL IBM TIVOLI DIRECTORY SERVER MGD PROC LIC+SW MAINT 12

MO
D521NLL IBM TIVOLI LICENSE MANAGER MGD PROC LIC+SW MAINT 12

MO
D51NDLL DB2 UDB WORKGROUP SERVER UNLIMITED ED PROCESSOR

LIC+SW MAINT 12 MO
D58AELL IBM WebSphere Enterprise Service Bus Value Unit License + SW Ma 12

months
ATZF3ZZ IBM OmniFind Edition *

* Note − See 6.y

Part Number Maintenance Renewal/ Reinstatement*

E1ALVLL WEBSPHERE APPLICATION SRVR NETWORK DEPLOYMENT PROC
ANNUAL SW MAINT RNWL

D5ALWLL WEBSPHERE APPLICATION SRVR NETWORK DEPLOYMENT PROC
SW MAINT REINSTATE 12 MO

E0256LL IBM WebSphere MQ Value Unit Annual SW MA Renewal
D55V2LL IBM WebSphere MQ Value Unit SW MA reinstatement 12 months
E013NLL IBM TIVOLI DIRECTORY SERVERPROCESSOR ANNUAL SW MAINT

RNWL
D533JLL IBM TIVOLI DIRECTORY SERVERPROCESSOR SW MAINT

REINSTATE 12 MO
E00HTLL IBM TIVOLI LICENSE MANAGER CLIENT ANNUAL SW MAINT

RNWL
D51L2LL IBM TIVOLI LICENSE MANAGER CLIENT SW MAINT REINSTATE 12

MO
E00IHLL DB2 UDB WORKGROUP SERVER UNLIMITED ED PROCESSOR

ANNUAL SW MAINT RNWL
D51NFLL DB2 UDB WORKGROUP SERVER UNLIMITED ED PROCESSOR SW

MAINT REINSTATE 12 MO
E02J3LL IBM WebSphere Enterprise Service Bus Value Unit Annual SW MA

Renewal
D58AFLL IBM WebSphere Enterprise Service Bus Value Unit SW MA Reinstatement

12 months

*Reinstatement fees shall apply when a Customer has had a gap in Maintenance coverage for more than 30 days.
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Pricing and Minimum Guarantees: 

a. Pricing:  The Royalty and Maintenance fees for each IBM Blue Stack  is in the table below:

Lawson Applications (known as S3) currently covered under TD02:

Customer Type One−Time Royalty* Annual Maintenance Fees

New Customer $ *** $ ***
Existing Customer $ *** $ ***

Customer Type Reinstatement Fees (one−time fee)

New Customer Maintenance Reinstatement $ ***
Existing Customer Maintenance Reinstatement $ ***

Former applications under Intentia (known as M3) added new to this agreement:

Customer Type One−Time Royalty* Annual Maintenance Fees

M3 Customer $ *** $ ***

Customer Type Reinstatement Fees (one−time fee)

M3 Customer Maintenance Reinstatement $ ***

* No additional royalty payments (excluding Maintenance) will be due IBM when a Customer makes additional purchases from
Lawson to run with an existing and paid for IBM Blue Stack.

** Includes the first year of Annual Maintenance Fees.

b.   Minimum Guarantee: This Section applies to the Lawson applications, now known as Lawson S3 (the “Value−Add
Components” as defined in TD02), These Minimums do not apply to the former Intentia applications now known as Lawson M3. The
minimum amount you are guaranteed to pay IBM during the three−year term of TD02 is $*** determined as follows and are
unchanged by this amendment:

1.  $*** of royalties for the license of Solutions to *** New Customers (*** licenses per year);   and

2.   $*** of royalties for the license of Solutions to *** Existing Customers.

c.   M3 payments − Lawson will report for Lawson M3, formerly Intentia, customers sold. The reports will not be applied to the
Minimum Guaranteed above, for the Lawson M3 applications and there will be no minimum guaranteed sales or payments to IBM
with respect to M3, in Section b. Lawson will report and supply a PO for the Lawson M3 applications separately from the Lawson S3
applications above and be billed from IBM.

d. Currently, Lawson has approximately *** installed Customers under TD02 for which an incremental fee of $*** per Customer
(representing the difference between TD02 and Amendment 03 pricing for S3 Customers) shall be paid to IBM from the current credit
value (representing actual royalty payments paid by Lawson under TD02 for Programs not yet licensed by Lawson). The total due is
approximately $*** and will be reconciled by IBM in April 2007.
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Change 2:

2. Value−Add Components which must be included in Solutions:

Vendor Application Description

Lawson Software
Americas, Inc.

The Value−Add Components are the Lawson suite of products, including S3 and M3, as they exist as of the
effective date of this Transaction Document and will include all future releases, versions and enhancements to
such products developed by or on behalf of Lawson. Value−Add Components will also include newly
developed products and suites, and any products acquired by Lawson through corporate acquisition, merger, or
the purchase of assets of a third party, except products acquired from any company that is (or within the last
12 months was) under contract with IBM to distribute any of the Programs in the IBM Blue Stack.

Change 3:

4. Reporting and Purchase Order Requirements:

a)  You shall maintain complete and accurate records indicating by Lawson fiscal quarter, (i) all IBM Blue Stack and Short Stack
distributions during such quarter by you; and (ii) all Maintenance, Maintenance Renewal and Maintenance Reinstatement
purchases made for IBM Blue Stack during such quarter. For each such distribution, you shall report Customer name, date sold,
Customer Type (Existing or New), IBM Blue Stack Programs and Value−Added Components licensed.

By the second−to−last workday of the month after the end of each Lawson fiscal quarter, you agree to submit to IBM a sales
report, in the form below, which shall include the specific distributions detailed in section 4a that backup the sales report by
showing the following:  The number of IBM Blue Stacks, Short Stacks, Maintenance, and Maintenance
Renewals/Reinstatement contracted−for in the previous calendar quarter.   This Sales report will be used as the purchase order
for such distributions.

b)  IBM shall invoice you the applicable fees as per Section 2 of this Amendment.  Payment is due within 30 days of receipt of a
correct invoice.

Form of Sales Report (“MA” = Maintenance)
Lawson S3 report

Type Number of Blue Stacks Fees Due IBM
Customer Transaction 

Date

New Customer Lic
Existing Customer Lic
Existing Customer MA
Annual renewal New

Customer MA
Annual MA renewal

Existing Customer MA
MA Reinstatement New

Customers
MA Reinstatement

Existing Customer Lic.

Lawson M3 report

Type Number of Blue Stacks Fees Due IBM
Customer Transaction

Date

M3 customer Lic.
M3 Customer MA
M3 Customer

Reinstatement MA
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e)  The following Media Packs will be shipped for the Programs listed in Section 1 that are not listed in TD02:

Media Pack
PN Media Pack Description

BA0F8ML IBM WebSphere MQ for Multiplatforms Version 6.0.1 media
pack

BA0LPML IBM WebSphere Enterprise Service Bus For Multiplatforms
Version 6.0.2 Multilingual Media Pack

Change 4:

6. Miscellaneous Terms/Conditions

Sections 6(e) and 6(f) in TD02 are hereby deleted in their entirety.

Section 6 of TD02 is amended to now include the following:

6.s)  ISV entitlement and use of the WAS ND (D5ALTLL) Program allows use of the J2EE application server and web services
content subject to the following restrictions:  Deployment Manager is restricted to manage processes or JVM’s on a single production
machine. Workload management is restricted to a single machine.  Use of the High Availability Manager and use of clustering over
more than one machine are restricted.

6.t) ISV entitlement and use of the WebSphere ESB (D58AELL) is limited to a single production machine deployment environment
for use in connections (1) between Lawson applications, and (2) between Lawson applications and Non−Lawson applications in the
Lawson applications and business process.  Use for connections between two Non−Lawson applications is not permitted outside of the
Lawson applications and business processes.

6.u) WebSphere ESB (D58AELL) may run on the same production machine or on a separate production machine from the Lawson
Applications.  Use of the WAS ND (D5ALTLL) Program in WebSphere ESB is restricted to use defined in 6.s)

6.v) ISV entitlement and use of the WebSphere MQ (D55V1LL) is limited to a single production machine deployment environment
for use in connections (1) between Lawson applications, and (2) between Lawson applications and Non−Lawson applications in the
Lawson applications and business process.  Use for connections between two Non−Lawson applications is not permitted outside of the
Lawson applications and business processes.   For all WebSphere MQ interactions MQ must be directly connected to the WebSphere
ESB.

6.w The IBM OEM Software Agreement between IBM and Intentia Research and Development AB (Agreement Number
129678−718434), will terminate effective April 1, 2007

6.x Lawson intends to reduce  the price on maintenance by ***% for up to *** LSF Customers that today pay less than $*** per year
for Lawson maintenance. If Lawson does so, IBM will reduce the price of MA on those accounts by ***% and the quarterly royalty
reports will reflect the reduction in MA due IBM.

6.y IBM OmniFind Enterprise Edition can be used only in conjunction with Lawson Landmark applications  and M3 applications for
accessing the following supported data sources: DB2 for iSeries.

6.z IBM plans in the future to include IBM Search function required by Lawson into DB2 UDB Extenders and Lawson will be
allowed to use that product at no additional royalties.
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Change 5:

8. Word definitions.

a) Lawson M3 applications are the former Intentia applications that are now licensed by Lawson and its Affiliates.

b) Lawson S3 applications are the Value−Add Components described in TD02, Section 2 as executed by the parties in 2006.

Change 6:

For illustration purposes only, the following diagrams and descriptions are non−exclusive integration usage examples.

Example 1: Consider the following example Lawson business process between Lawson and non−Lawson applications.

Diagram 1

A Lawson order business process uses WebSphere ESB to facilitate a sequence of interactions (1−4, below) between Lawson and
non−Lawson applications.  A new order, Order #123, is initiated by non−Lawson Application A, and interacts with Lawson to create a
new business process instance, Order Process #123, in Lawson (interaction 1).  Order Process #123 in Lawson then interacts with
non−Lawson Application B (interaction 2).  In response to interaction 2, non−Lawson Application B interacts with non−Lawson
Application C (interaction 3).  In response to interaction 3, non−Lawson Application C interacts with Order Process #123 in Lawson
(interaction 4).

Interaction 3, in the example above is permitted only when the interaction is associated directly with the same business process
instance in Lawson, in this case Order Process #123.  Interaction 3 is not permitted for any general interaction between non−Lawson
Applications B and C independent of a specific business process in Lawson.
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Example 2:  Consider the following example business process between Lawson and non−Lawson applications.

Diagram 2

An order business process uses WebSphere ESB to facilitate a sequence of interactions (1−3, below) between Lawson and
non−Lawson applications.  A new order, Order #123, is initiated by non−Lawson Application A, and interacts with non−Lawson
Application B (interaction 1).  In response to interaction 1, non−Lawson Application B interacts with Lawson to create a new order
process instance, Order Process #123 (interaction 2).  Order Process #123 in Lawson then interacts with non−Lawson Application C
(interaction 3).

Interaction 1 in the example of an interaction outside of the Lawson business process, and therefore is not permitted because it is not
associated directly with an active order business process in Lawson.  If interaction 1 was removed from the scenario, interactions 2
and 3 would be permitted.

Once signed and completed, both parties agree any reproduction of this Amendment Number 03 to Transaction Document 02 made by
reliable means (for example, photocopy or facsimile) is an original.

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed by their respective duly authorized
representatives.

ACCEPTED AND AGREED TO:

INTERNATIONAL BUSINESS
MACHINES CORPORATION LAWSON SOFTWARE AMERICAS, INC.

By: By:

Name: Joyce Beeman Name:

Title: Contracts Administrator Title:

Date: Date:

IBM Address: Lawson Software Americas Inc. Address:

11400 Burnet Road 380 St. Paul Street
Austin, TX 78758 St. Paul, MN 55102
Attn: OEM Software Contracts

Internal Zip 0411E034
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Exhibit 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the
Sarbanes−Oxley Act of 2002

I, Harry Debes, certify that:

1.  I have reviewed this quarterly report on Form 10−Q of Lawson Software, Inc.;

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

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

4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a−15(e) and 15d−15(e)) and internal control over reporting (as defined in Exchange
Act Rules 13a−15(f) and 15d−15(f)) for the registrant and have:

a)  Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

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

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the fourth fiscal quarter in the case of an annual report) that has materially
affected or is reasonably likely to materially affect the registrant’s internal control and financial reporting; and

5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which could adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: April 9, 2007

/s/ HARRY DEBES
Harry Debes
President and Chief Executive Officer
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Exhibit 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the
Sarbanes−Oxley Act of 2002

I, Robert A. Schriesheim, certify that:

1.  I have reviewed this quarterly report on Form 10−Q of Lawson Software, Inc.;

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

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

4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a−15(e) and 15d−15(e)) and internal control over reporting (as defined in Exchange
Act Rules 13a−15(f) and 15d−15(f)) for the registrant and have:

a)  Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

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

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the fourth fiscal quarter in the case of an annual report) that has materially
affected or is reasonably likely to materially affect the registrant’s internal control and financial reporting; and

5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which could adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: April 9, 2007

/s/ ROBERT A. SCHRIESHEIM
Robert A. Schriesheim
Executive Vice President and
Chief Financial Officer
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. §1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES−OXLEY ACT OF 2002

In connection with the quarterly report of Lawson Software, Inc. (the “Company”) on Form 10−Q for the period ended February
28, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Harry Debes, President and Chief
Executive Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes−Oxley
Act of 2002, that:

1.  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.  The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/s/ HARRY DEBES
Harry Debes
President and Chief Executive Officer
April 9, 2007
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. §1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES−OXLEY ACT OF 2002

In connection with the quarterly report of Lawson Software, Inc. (the “Company”) on Form 10−Q for the period ended February
28, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Robert A. Schriesheim, Executive
Vice President and Chief Financial Officer, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the
Sarbanes−Oxley Act of 2002, that:

1.  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.  The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/s/ ROBERT A. SCHRIESHEIM
Robert A. Schriesheim
Executive Vice President and Chief
Financial Officer
April 9, 2007

_______________________________________________
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