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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the quarterly period ended December 31, 2006

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
[NO FEE REQUIRED]
For the transition period from to

Commission File Number 0-16439
Fair Isaac Corporation
(Exact name of registrant as specified in its charter)

Delaware 94-1499887
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

901 Marquette Avenue, Suite 3200
Minneapolis, Minnesota 55402-3232
(Address of principal executive offices) (Zip Code)
Registrant s telephone number, including area code:
612-758-5200
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act (Check one):
Large Accelerated Filer p Accelerated Filer o Non-Accelerated Filer o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). o0 Yes p No
The number of shares of common stock outstanding on January 31, 2007 was 57,118,843 (excluding 31,737,940
shares held by the Company as treasury stock).
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PARTI1 FINANCIAL INFORMATION

Item 1. Financial Statements

FAIR ISAAC CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

Current assets:
Cash and cash equivalents

(In thousands, except par value data)
(Unaudited)

December 31,

Assets

$

Marketable securities available for sale, current portion

Receivables, net

Prepaid expenses and other current assets

Deferred income taxes

Total current assets

Marketable securities available for sale, less current portion

Other investments

Property and equipment, net
Goodwill

Intangible assets, net
Deferred income taxes
Other assets

$

Liabilities and Stockholders Equity

Current liabilities:
Accounts payable
Senior convertible notes
Revolving line of credit

$

Accrued compensation and employee benefits

Other accrued liabilities
Deferred revenue

Total current liabilities
Other liabilities

Total liabilities

Stockholders equity:

Preferred stock ($0.01 par value; 1,000 shares authorized; none issued and

outstanding)

Table of Contents

2006

99,149
122,812
176,547

16,680

415,188
47,362
2,374
54,650
701,068
85,467
17,637
4,424

1,328,170

14,912
400,000
70,000
40,567
41,698
47,131

614,308
14,166

628,474

September
30,
2006

$ 75,154
152,141
165,806

17,998
2,211

413,310
38,318
2,161
56,611
695,162
90,900
20,010
4,733

$ 1,321,205

$ 12,162
400,000

34,936
41,647
48,284

537,029
14,148

551,177
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Common stock ($0.01 par value; 200,000 shares authorized, 88,857 shares
issued and 57,004 and 59,369 shares outstanding at December 31, 2006 and

September 30, 2006, respectively) 570 594
Paid-in-capital 1,077,466 1,073,886
Treasury stock, at cost (31,853 and 29,488 shares at December 31, 2006 and
September 30, 2006, respectively) (1,062,725) (952,979)
Retained earnings 674,925 644,836
Accumulated other comprehensive income 9,460 3,691
Total stockholders equity 699,696 770,028

$ 1,328,170 $ 1,321,205

See accompanying notes to condensed consolidated financial statements.
1
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FAIR ISAAC CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except per share data)

(Unaudited)
Quarter Ended
December 31,
2006 2005
Revenues $208,227 $202,790
Operating expenses:
Cost of revenues (1) 70,569 67,045
Research and development 17,719 22,730
Selling, general and administrative (1) 68,648 63,383
Amortization of intangible assets (1) 6,390 6,263
Restructuring and acquisition-related (674)
Total operating expenses 163,326 158,747
Operating income 44,901 44,043
Interest income 3,564 3,066
Interest expense (2,676) (2,135)
Other expense, net (453) (86)
Income before income taxes 45,336 44,888
Provision for income taxes 14,111 16,431
Net income $ 31,225 $ 28,457
Earnings per share:
Basic $ 054 $ 044
Diluted $ 052 $ 043
Shares used in computing earnings per share:
Basic 58,057 64,211
Diluted 59,985 66,219

(1) Cost of
revenues and
selling, general
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and
administrative
expenses
exclude the
amortization of
intangible
assets. See Note
2 to the
accompanying
condensed
consolidated
financial
statements.
See accompanying notes to condensed consolidated financial statements.
2
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FAIR ISAAC CORPORATION
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY AND
COMPREHENSIVE INCOME
(In thousands)
(Unaudited)
Accumulated
Common Stock Other Total
Par Paid-In- Treasury  RetainedComprehensii¢ockholderSomprehensive
Shares Value Capital Stock Earnings Income Equity Income
Balance at
September 30,
2006 59,369 $ 594 $1,073,886 $ (952,979) $644,836 $ 3,691 $ 770,028
Share-based
compensation 9,572 9,572
Exercise of stock
options 1,200 12 (12,859) 39,384 26,537
Tax benefit from
exercised stock
options 7,896 7,896
Repurchases of
common stock (3,725) 37 (154,453) (154,490)
Issuance of ESPP
shares from
treasury 140 1 (383) 4,677 4,295
Issuance of
restricted stock to
employees from
treasury 20 (646) 646
Dividends paid (1,136) (1,136)
Net income 31,225 31,225 $ 31,225
Unrealized gains
on investments 76 76 76
Cumulative
translation
adjustments 5,693 5,693 5,693
Balance at
December 31,
2006 57,004 $ 570 $1,077,466 $(1,062,725) $674,925 $ 9460 $ 699,696 $ 36,994

See accompanying notes to condensed consolidated financial statements.
3
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FAIR ISAAC CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)
Quarter Ended
December 31,
2006 2005
Cash flows from operating activities:
Net income $ 31,225 $ 28,457
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 13,549 12,059
Share-based compensation 9,572 9,514
Deferred income taxes 2,375 (3,041)
Tax benefit from exercised stock options 7,896 6,633
Excess tax benefits from share-based payment arrangements (2,178) (3,647)
Net amortization (accretion) of premium (discount) on marketable securities (365) 35
Provision for doubtful accounts 1,306 368
Changes in operating assets and liabilities, net of acquisition effects:
Receivables (10,069) (810)
Prepaid expenses and other assets 2,181 3,508
Accounts payable 2,845 2,246
Accrued compensation and employee benefits 5,469 2,594
Other liabilities (2,349) 2,272
Deferred revenue (1,809) 556
Net cash provided by operating activities 59,648 60,744
Cash flows from investing activities:
Purchases of property and equipment (5,125) (2,545)
Collection of note receivable from sale of product line 249
Purchases of marketable securities (93,957) (33,273)
Proceeds from sales of marketable securities 14,250 18,740
Proceeds from maturities of marketable securities 101,099 37,120
Investment in cost-method investee (213)
Net cash provided by investing activities 16,054 20,291
Cash flows from financing activities:
Proceeds from revolving line of credit 70,000
Debt issuance costs (408)
Proceeds from issuances of common stock under employee stock option and
purchase plans 30,832 36,154
Dividends paid (1,136) (1,295)
Repurchases of common stock (154,490) (12,766)
Excess tax benefits from share-based payment arrangements 2,178 3,647

Table of Contents 9
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Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash

Increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosures of cash flow information:
Cash paid for income taxes, net

Form 10-Q
(53,024)

1,317

23,995
75,154

$ 99,149

$ 3,003

See accompanying notes to condensed consolidated financial statements.

4

25,740
(359)

106,416
82,880

$ 189,296

$ 9,050
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FAIR ISAAC CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Nature of Business

Fair Isaac Corporation

Incorporated under the laws of the State of Delaware, Fair Isaac Corporation is a provider of analytic, software and
data management products and services that enable businesses to automate and improve decisions. Fair Isaac
Corporation provides a range of analytical solutions, credit scoring and credit account management products and
services to banks, credit reporting agencies, credit card processing agencies, insurers, retailers, telecommunications
providers, healthcare organizations and government agencies.

In these condensed consolidated financial statements, Fair Isaac Corporation is referred toas we, us, our, and Fai
Isaac.

Principles of Consolidation and Basis of Presentation

We have prepared the accompanying unaudited interim condensed consolidated financial statements in accordance
with the instructions to Form 10-Q and the standards of accounting measurement set forth in Accounting Principles
Board ( APB ) Opinion No. 28 and any amendments thereto adopted by the Financial Accounting Standards Board
( FASB ). Consequently, we have not necessarily included in this Form 10-Q all information and footnotes required for
audited financial statements. In our opinion, the accompanying unaudited interim condensed consolidated financial
statements in this Form 10-Q reflect all adjustments (consisting only of normal recurring adjustments, except as
otherwise indicated) necessary for a fair presentation of our financial position and results of operations. These
unaudited condensed consolidated financial statements and notes thereto should be read in conjunction with our
audited consolidated financial statements and notes thereto presented in our Annual Report on Form 10-K for the year
ended September 30, 2006. The interim financial information contained in this report is not necessarily indicative of
the results to be expected for any other interim period or for the entire fiscal year.

The condensed consolidated financial statements include the accounts of Fair Isaac and its subsidiaries. All
intercompany accounts and transactions have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the dates of the financial statements and the reported amounts of
revenues and expenses during the reporting periods. Actual results could differ from those estimates. These estimates
and assumptions include, but are not limited to, assessing the following: the recoverability of accounts receivable,
goodwill and other intangible assets, software development costs and deferred tax assets; estimated losses associated
with contingencies and litigation; the ability to estimate hours in connection with fixed-fee service contracts, the
ability to estimate transactional-based revenues for which actual transaction volumes have not yet been received, the
determination of whether fees are fixed or determinable and collection is probable or reasonably assured; and the
development of assumptions for use in the Black-Scholes model that estimates the fair value of our share-based
awards and assessing forfeiture rates of share-based awards.
2. Amortization of Intangible Assets

Amortization expense associated with our intangible assets, which has been reflected as a separate operating
expense caption within the accompanying condensed consolidated statements of income, consisted of the following:

Quarter Ended
December 31,
2006 2005
(In thousands)

Cost of revenues $3,779 $3,714
Selling, general and administrative 2,611 2,549

Table of Contents 11
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$ 6,390

$6,263
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FAIR ISAAC CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Cost of revenues reflects our amortization of completed technology, and selling, general and administrative
expenses reflects our amortization of other intangible assets. Intangible assets were $85.5 million and $90.9 million,
net of accumulated amortization of $91.3 million and $84.5 million, as of December 31, 2006 and September 30,
2006, respectively.

3. Restructuring and Acquisition-Related Expenses

The following table summarizes our restructuring and acquisition-related accruals associated with our fiscal 2005
Braun Consulting, Inc. acquisition, fiscal 2004 London Bridge Software Holdings plc acquisition, and certain other
Fair Isaac facility closures. The current portion and non-current portion is recorded in other accrued current liabilities
and other long-term liabilities within the accompanying condensed consolidated balance sheets.

Accrual
at Accrual at
September December
30, Cash 31,
2006 Payments 2006
(In thousands)
Facilities charges $ 15,094 $ (1,005) $ 14,089
Employee separation 90 (90)
15,184 $ (1,095 14,089
Less: current portion (6,161) (5,602)
Non-current $ 9,023 $ 8,487

4. Share-Based Payment

We maintain the 1992 Long-term Incentive Plan (the 1992 Plan ) under which we may grant stock options, stock
appreciation rights, restricted stock, restricted stock units and common stock to officers, key employees and
non-employee directors. Under the 1992 Plan, a number of shares equal to 4% of the number of shares of Fair Isaac
common stock outstanding on the last day of the preceding fiscal year is added to the shares available under this plan
each fiscal year, provided that the number of shares for grants of incentive stock options for the remaining term of this
plan shall not exceed 5,062,500 shares. The 1992 Plan will terminate in February 2012. In November 2003, our Board
of Directors approved the adoption of the 2003 Employment Inducement Award Plan (the 2003 Plan ). The 2003 Plan
reserves 2,250,000 shares of common stock solely for the granting of inducement stock options and other awards, as
defined, that meet the employment inducement award exception to the New York Stock Exchange s listing standards
requiring shareholder approval of equity-based inducement incentive plans. Except for the employment inducement
award criteria, awards under the 2003 Plan will be generally consistent with those made under our 1992 Plan. The
2003 Plan shall remain in effect until terminated by the Board of Directors. We also maintain individual stock option
plans for certain of our executive officers and the chairman of the board. Stock option awards granted during typically
have a maximum term of seven years and vest ratably over four years. Stock option awards granted prior to October 1,
2005, typically had a maximum term of ten years and vest ratably over four years.

Under our 1999 Employee Stock Purchase Plan, we are authorized to issue up to 5,062,500 shares of common
stock to eligible employees. Employees may have up to 10% of their base salary withheld through payroll deductions
to purchase Fair Isaac common stock during semi-annual offering periods. The purchase price of the stock is the lower
of 85% of (i) the fair market value of the common stock on the enrollment date (the first day of the offering period), or
(ii) the fair market value on the exercise date (the last day of each offering period). Offering period means

Table of Contents 13
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approximately six-month periods commencing (a) on the first trading day on or after January 1 and terminating on the
last trading day in the following June, and (b) on the first trading day on or after July 1 and terminating on the last
trading day in the following December.

We estimate the fair value of options granted using the Black-Scholes option valuation model. We estimate the
volatility of our common stock at the date of grant based on a combination of the implied volatility of publicly traded
options on our common stock and our historical volatility rate, consistent with Statement of Financial Accounting
Standards ( SFAS ) No. 123(R), Share-Based Payment and Securities and Exchange Commission Staff Accounting
Bulletin No. 107 ( SAB 107 ). Our decision to use implied volatility was based upon the availability of actively traded
options on our common stock and our assessment that implied volatility is more representative of future stock price
trends than historical volatility. We estimate expected term consistent with the simplified method identified in SAB
107 for share-based awards. We elected to use the simplified method as we changed the contractual life for
share-based awards from ten to seven years starting in fiscal 2006. The simplified method calculates the expected term
as the average of the vesting and contractual terms of the award. Previously, we estimated expected term based on

historical exercise patterns. The
6
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FAIR ISAAC CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
dividend yield assumption is based on historical dividend payouts. The risk-free interest rate assumption is based on
observed interest rates appropriate for the term of our employee options. We use historical data to estimate pre-vesting
option forfeitures and record share-based compensation expense only for those awards that are expected to vest. For
options granted, we amortize the fair value on a straight-line basis over the vesting period of the options.
The following table summarizes option activity during the quarter ended December 31, 2006:

Weighted- Weighted-
average Average Aggregate
Exercise Remaining Intrinsic
Contractual
Shares Price Term Value
(In (In
thousands) thousands)

Outstanding at October 1, 2006 13,785 $ 3225
Granted 758 41.39
Exercised (1,200) 22.12
Forfeited (391) 39.20
Outstanding at December 31, 2006 12,952 33.52 6.06 $ 95,341

The fair value of restricted stock units is based on the fair market value of our common stock on the date of grant.
We use historical data to estimate pre-vesting forfeitures and record share-based compensation expense only for those
awards that are expected to vest. Share-based compensation expense for restricted stock units is recognized on a
straight-line basis over the vesting period. Upon vesting, restricted stock units will convert into an equivalent number
of shares of common stock.

The following table summarizes restricted stock unit activity during the quarter ended December 31, 2006:

Weighted-
average
Shares Price
(In
thousands)

Outstanding at October 1, 2006 $
Granted 231 41.74
Released
Forfeited
Outstanding at December 31, 2006 231 41.74

5. Earnings Per Share
The following reconciles the numerators and denominators of basic and diluted earnings per share ( EPS ):

Quarter Ended

December 31,
2006 2005

Table of Contents 15
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Numerator for basic earnings per share net income
Interest expense on senior convertible notes, net of tax

Numerator for diluted earnings per share
Denominator shares:

Basic weighted-average shares

Effect of dilutive securities

Diluted weighted-average shares

Earnings per share:
Basic

Diluted

(In thousands, except per
share data)

$ 31,225 $ 28,457
1 1

$ 31,226 $ 28,458
58,057 64,211
1,928 2,008
59,985 66,219
$ 054 $ 044
$ 052 $ 043

Table of Contents
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FAIR ISAAC CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

The computation of diluted EPS for the quarters ended December 31, 2006 and 2005, excludes options to purchase
approximately 3,419,146 and 648,000 shares of common stock, respectively, because the options exercise prices
exceeded the average market price of our common stock in these periods and their inclusion would be antidilutive.

6. Segment Information

We are organized into the following four reportable segments, to align with the internal management of our
worldwide business operations based on product and service offerings:

Strategy Machine Solutions. These are pre-configured Enterprise Decision Management ( EDM ) applications
designed for a specific type of business problem or process, such as marketing, account origination, customer
management, fraud and medical bill review. This segment also includes our myFICO solutions for consumers.

Scoring Solutions. Our scoring solutions give our clients access to analytics that can be easily integrated into
their transaction streams and decision-making processes. Our scoring solutions are distributed through major
credit reporting agencies, as well as services through which we provide our scores to lenders directly.

Professional Services. Through our professional services, we tailor our EDM products to our clients
environments, and we design more effective decisioning environments for our clients. This segment includes
revenues from custom engagements, business solution and technical consulting services, systems integration
services, and data management services.

Analytic Software Tools. This segment is composed of software tools that clients can use to create their own
custom EDM applications.

Our Chief Executive Officer evaluates segment financial performance based on segment revenues and operating
income. Segment operating expenses consist of direct and indirect costs principally related to personnel, facilities,
consulting, travel, depreciation and amortization. Indirect costs are allocated to the segments generally based on
relative segment revenues, fixed rates established by management based upon estimated expense contribution levels
and other assumptions that management considers reasonable. We do not allocate share-based compensation expense,
restructuring and acquisition-related expense and certain other income and expense measures to our segments. These
income and expense items are not allocated because they are not considered in evaluating the segment s operating
performance. Our Chief Executive Officer does not evaluate the financial performance of each segment based on its
respective assets or capital expenditures; rather, depreciation and amortization amounts are allocated to the segments
from their internal cost centers as described above.

The following tables summarize segment information for the quarters ended December 31, 2006 and 2005:

Quarter Ended December 31, 2006

Strategy Analytic

Machine Scoring Professional Software

Solutions Solutions Services Tools Total

(In thousands)

Revenues $110,669 $ 44918 $ 38417 $ 14,223 $ 208,227
Operating expenses (90,806) (16,039) (34,969) (11,940) (153,754)
Segment operating income $ 19,863 $ 28,879 $ 3,448 $ 27283 54,473
Unallocated share-based
compensation expense (9,572)
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Operating income 44,901
Unallocated interest income 3,564
Unallocated interest expense (2,676)
Unallocated other expense, net (453)
Income before income taxes 45,336
Depreciation and amortization $ 8,410 $ 27225 $ 1,980 $ 934 13,549
8
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FAIR ISAAC CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
Quarter December 31, 2005

Strategy Analytic

Machine Scoring Professional Software

Solutions Solutions Services Tools Total

(In thousands)

Revenues $111,986 $ 46,156 $ 32,831 $ 11,817 $ 202,790
Operating expenses (91,366) (16,622) (30,913) (11,006) (149,907)
Segment operating income $ 20,620 $ 29,534 $ 1,918 $ 811 52,883
Unallocated share-based
compensation expense (9,514)
Unallocated restructuring and
acquisition-related 674
Operating income 44,043
Unallocated interest income 3,066
Unallocated interest expense (2,135)
Unallocated other expense, net (86)
Income before income taxes $ 44,888
Depreciation and amortization $ 7,909 $ 1,985 $ 1,389 $ 776 $ 12,059

7. Income Taxes

Our effective tax rate was 31.1% and 36.6% during the quarters ended December 31, 2006 and 2005, respectively.
The provision for income taxes during interim quarterly reporting periods is based on our estimates of the effective tax
rates for the respective full fiscal year. Income tax expense in the quarter ended December 31, 2006, included a benefit
of $1.8 million related to a favorable settlement of a state tax examination. In addition, income tax expense was
reduced by $0.5 million as a result of the recognition of U.S federal research tax credits related to fiscal 2006. We
were unable to recognize these credits during the last nine months of fiscal 2006 as legislation providing for this credit
had expired. In December 2006, legislation was enacted that provided for retroactive extension of this credit.
8. Credit Agreement

In October 2006, we entered into a five-year $300 million unsecured revolving credit facility with a syndicate of
banks. The credit facility may be increased to $500 million subject to certain terms and conditions. Proceeds from the
credit facility can be used for capital requirements and general business purposes and may be used for the refinancing
of existing debt, acquisitions and repurchases of our common stock. Interest on amounts borrowed under the credit
facility is based on (i) a base rate, which is the greater of (a) the prime rate and (b) the Federal Funds rate plus 0.50%
or (ii) LIBOR plus an applicable margin. The margin on LIBOR borrowings ranges from 0.30% to 0.55% and is
determined based on our consolidated leverage ratio. In addition, we must pay utilization fees if borrowings and
commitments under the credit facility exceed 50% of the total credit facility commitment, as well as facility fees. The
credit facility contains certain restrictive covenants, including maintenance of consolidated leverage and fixed charge
coverage ratios. The credit facility contains other covenants typical of unsecured facilities. As of December 31, 2006,
we had $70.0 million of borrowings outstanding under the credit facility at an average interest rate of 5.675%.
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9. Contingencies

We are in disputes with certain customers regarding amounts owed in connection with the sale of certain of our
products and services. We also have had claims asserted by former employees relating to compensation and other
employment matters. We are also involved in various other claims and legal actions arising in the ordinary course of
business. We believe that none of these aforementioned claims or actions will result in a material adverse impact to
our consolidated results of operations, liquidity or financial condition. However, the amount or range of any potential
liabilities associated with these claims and actions, if any, cannot be determined with certainty. Set forth below is
additional detail concerning certain ongoing litigation.

Customer Claims

We are party to two separate lawsuits involving two different customers who have asserted that our performance
under professional services contracts with such customers has caused them to incur damages. One customer s lawsuit
is pending in the United States District Court for the Central District of California, and the other is pending as a
counterclaim to a collection lawsuit that we commenced in the United States District Court for the Southern District of
Texas. The customers in these matters have claimed damages in excess of $10 million with one case including a claim
for punitive damages. We believe that these claims are without merit, and we intend to contest them vigorously. We
also believe that the resolution of these claims will not result in a material adverse impact to our consolidated financial
condition.

9
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FAIR ISAAC CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Putative Consumer Class Action Lawsuits

We are a defendant in a lawsuit captioned as Robbie Hillis v. Equifax Consumer Services, Inc. and Fair Isaac, Inc.,
which is pending in the U.S. District Court for the Northern District of Georgia. The plaintiff claims that the
defendants have jointly sold the Score Power® credit score product in violation of certain procedural requirements
under the Credit Repair Organizations Act ( CROA ), and in violation of the antifraud provisions of that statute. The
plaintiff also claims that the defendants are credit repair organizations under CROA. The plaintiff is seeking
certification of a class on behalf of all individuals who purchased products containing Score Power from the
defendants in the five year period prior to the filing of the Complaint on November 14, 2004. The plaintiff is seeking
unspecified damages, attorneys fees and costs. We believe that the claims in this lawsuit are without merit, and we
have denied any liability or wrongdoing and have denied that class certification is appropriate. We are vigorously
contesting this matter. The plaintiff brought a motion for class certification and a motion for summary judgment in his
favor and against the defendants. We opposed, and the Court denied, both of the plaintiff s motions. The plaintiff has
brought a motion asking the Court to reconsider its prior ruling. That motion is pending. We believe that the resolution
of this claim will not result in a material adverse impact to our consolidated financial condition.

We are a defendant in a lawsuit captioned as Christy Slack v. Fair Isaac Corporation and MyFICO Consumer
Services, Inc., which is pending in the United States District Court for the Northern District of California. As in the
Hillis matter, the plaintiff is claiming that the defendants violated certain procedural requirements of CROA, and
violated the antifraud provisions of CROA, with respect to the sale of credit score products on our myFICO.com
website. The plaintiff also claims that the defendants violated the California Credit Services Act (the CSA ) and were
unjustly enriched. The plaintiff has sought certification of a class on behalf of all individuals who purchased credit
score products from us on the myFICO.com website in the five year period prior to the filing of the Complaint on
January 18, 2005. Plaintiff seeks unspecified damages, attorneys fees and costs. We believe that the claims in this
lawsuit are without merit and we have denied any liability or wrongdoing and have denied that class certification is
appropriate. We are vigorously contesting this matter. We brought a motion to dismiss the plaintiff s claims. The Court
granted our motion, in part, by dismissing certain of the plaintiff s claims under the CSA. The plaintiff has brought
motions for summary judgment and for class certification. We have opposed both motions. The Court has not yet
ruled on the plaintiff s moti