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PART I

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained in this Annual Report on Form 10-K that are not purely historical statements discuss
future expectations, contain projections of results of operations or financial condition, or state other forward-looking
information. Those statements are subject to known and unknown risks, uncertainties, and other factors that could
cause the actual results to differ materially from those contemplated by the statements. The "forward-looking"
information is based on various factors and was derived using numerous assumptions. In some cases, you can identify
these so-called forward-looking statements by words like "may," "will," "should," "expects," "plans," "anticipates,"
"believes," "estimates," "predicts," "potential," or "continue" or the negative of those words and other comparable
words. You should be aware that those statements only reflect our predictions and are subject to risks and
uncertainties. Actual events or results may differ substantially. Important factors that could cause our actual results to
be materially different from the forward-looking statements include (but are not limited to) the following:

(1)the impact of the general economy and economic uncertainty on our business;
(2)risks associated with the operation of our business generally, including:
 a. client demand for our services and solutions;
 b. maintaining a balance of our supply of skills and resources with client demand;
 c. effectively competing in a highly competitive market;
 d. protecting our clients' and our data and information;
 e. risks from international operations including fluctuations in exchange rates;
 f. obtaining favorable pricing to reflect services provided;
 g. adapting to changes in technologies and offerings;
 h. risk of loss of one or more significant software vendors; and
 i. the recent implementation of our new Enterprise Resource Planning system;
(3)legal liabilities, including intellectual property protection and infringement or personally identifiable information;
(4)risks associated with managing growth organically and through acquisitions; and
(5)the risks detailed from time to time within our filings with the Securities and Exchange Commission (the "SEC").

This discussion is not exhaustive, but is designed to highlight important factors that may impact our forward-looking
statements. Because the factors referred to above, as well as the statements included under the heading "Risk Factors"
in this Annual Report on Form 10-K, including documents incorporated by reference therein and herein, could cause
actual results or outcomes to differ materially from those expressed in any forward-looking statement made by us or
on our behalf, you should not place undue reliance on any forward-looking statements.

Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot
guarantee future results, levels of activity, performance, or achievements. We are under no duty to update any of the
forward-looking statements after the date of this Annual Report on Form 10-K to conform such statements to actual
results.

All forward-looking statements, express or implied, included in this report and the documents we incorporate by
reference and that are attributable to Perficient, Inc. and its subsidiaries (collectively, "Perficient" or the "Company")
are expressly qualified in their entirety by this cautionary statement. This cautionary statement should also be
considered in connection with any subsequent written or oral forward-looking statements that Perficient or any
persons acting on our behalf may issue.

Item 1. Business.

Overview
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We are an information technology consulting firm serving Forbes Global 2000 and other large enterprise companies
with a primary focus on customers in the United States. We help our clients gain competitive advantage by using
technologies to make their businesses more responsive to market opportunities and threats, strengthen relationships
with their customers, suppliers and partners, improve productivity, and reduce information technology costs. We
design, build, and deliver business-driven technology solutions using third-party software products. Our solutions
include business analytics, portals and collaboration, technology platform implementations, custom applications,
commerce, customer relationship management, business integration,  enterprise content management,  business
process management, and management consulting, among others. Our solutions enable our clients to operate a
real-time enterprise that dynamically adapts business processes and the systems that support them to meet the
changing demands of an increasingly global, Internet-driven and competitive marketplace.

Through our experience in developing and delivering business-driven technology solutions for our clients, we believe
we have acquired domain expertise that differentiates our firm. We use project teams that deliver high-value,
measurable results by working collaboratively with clients and their partners through a user-centered,
technology-based and business-driven solutions methodology. We believe this approach enhances
return-on-investment for our clients by reducing the time and risk associated with designing and implementing
technology solutions.
1
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We serve our clients from locations in multiple markets throughout North America by leveraging a sales team that is
experienced and connected through a common service portfolio, sales process, and performance management system.
Our sales process utilizes project pursuit teams that include those of our information technology colleagues best suited
to address a particular prospective client's needs. Our primary target client base includes companies in North America
with annual revenues in excess of $500 million. We believe this market segment can generate the repeat business that
is a fundamental part of our growth plan. We primarily pursue solutions opportunities where our domain expertise and
delivery track record give us a competitive advantage. We also typically target engagements with $10 million or less
in fees, which we believe to be below the target project range of most large systems integrators and beyond the
delivery capabilities of most local boutique consulting firms.

During 2014, we continued to implement a strategy focused on: expanding our relationships with existing and new
clients; continuing to make disciplined acquisitions by acquiring ForwardThink Group, Inc. ("ForwardThink") in
February, BioPharm Systems, Inc. ("BioPharm") in April, and Trifecta Technologies, Inc. ("Trifecta") in May;
expanding our technical skill and geographic base by expanding our business both organically and through
acquisitions; expanding our brand visibility among prospective clients, employees, and software vendors; leveraging
our offshore capabilities in China and India; and leveraging our existing, and pursuing new, strategic alliances by
targeting leading business advisory companies and technology providers. Approximately 99% of our revenues were
derived from clients in the United States during each of the years ended December 31, 2014, 2013 and 2012.
Approximately 96% of our total assets were located in the United States as of December 31, 2014 and 97% as of both
December 31, 2013, and 2012, with the remainder located in Canada, China, and India.

We have been able to extend or enhance our presence in certain markets through acquisitions, as well as expand or
enhance the services and solutions we are able to provide our clients. Through these acquisitions in 2014, we entered
or expanded our presence in the New York market among others and are now able to provide additional services and
solutions within the financial services, life sciences and ecommerce verticals.  Our acquisition of Zeon Solutions
Incorporated and certain related entities (collectively, "Zeon") on January 2, 2015 (as described in Note 15,
Subsequent Events, in the Notes to Consolidated Financial Statements) enabled us to broaden and deepen our
ecommerce expertise and expand into the Milwaukee, Wisconsin and Ann Arbor, Michigan markets and to begin
operating a development center in Nagpur, India.

We provide services primarily to the healthcare (health and public services), financial services (including banking and
insurance), retail, energy and utilities, telecommunications, electronics and computer hardware, automotive and
transport products, manufacturing, business services, and consumer goods and services industries and markets, among
others.

Our Solutions

We help clients gain competitive advantage by using technology to: make their businesses more responsive to market
opportunities; strengthen relationships with customers, suppliers, and partners; improve productivity; and reduce
information technology costs. Our business-driven technology solutions enable these benefits by developing,
integrating, automating, and extending business processes, technology infrastructure and software applications
end-to-end within an organization and with key partners, suppliers, and customers. This provides real-time access to
critical business applications and information and a scalable, reliable, secure, and cost-effective technology
infrastructure that enables clients to:

·give managers and executives the information they need to make quality business decisions and dynamically adapt
their business processes and systems to respond to client demands, market opportunities, or business problems;

· improve the quality and lower the cost of customer acquisition and care through web-based customer self-service and
provisioning;

·

Edgar Filing: PERFICIENT INC - Form 10-K

6



reduce supply chain costs and improve logistics by flexibly and quickly integrating processes and systems and
making relevant real-time information and applications available online to suppliers, partners, and distributors;

· increase the effectiveness and value of legacy enterprise technology infrastructure investments by enabling faster
application development and deployment, increased flexibility, and lower management costs; and

·increase employee productivity through better information flow and collaboration capabilities and by automating
routine processes to enable focus on unique problems and opportunities.

Our business-driven technology solutions include the following:

·

Business analytics. We design, develop, and implement business analytics solutions that allow companies to interpret
and act upon accurate, timely, and integrated information. Business analytics solutions help our clients make more
informed business decisions by classifying, aggregating, and correlating data into meaningful business information.
Our business analytics solutions allow our clients to transform data into knowledge for quick and effective decision
making and can include information strategy, data warehousing, and business analytics and reporting.

·

Portals and collaboration. We design, develop, implement, and integrate secure and scalable enterprise portals and
collaboration solutions for our clients and their customers, suppliers, and partners that include searchable data
systems, collaborative systems for process improvement, transaction processing, unified and extended reporting,
content management, social media/networking tools, and personalization.

·

Platform implementations. We design, develop, and implement technology platform solutions that allow our clients
to establish a robust, reliable Internet-based infrastructure for integrated business applications which extend
enterprise technology assets to employees, customers, suppliers, and partners. Our platform services include
application server selection, architecture planning, installation and configuration, clustering for availability,
performance assessment and issue remediation, security services, and technology migrations.

2
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·

Custom applications. We design, develop, implement, and integrate custom application solutions that deliver
enterprise-specific functionality to meet the unique requirements and needs of our clients. Our substantial experience
with platforms including J2EE, .Net, and Open-source enables enterprises of all types to leverage cutting-edge
technologies to meet business-driven needs.

·

Customer relationship management ("CRM"). We design, develop, and implement advanced CRM solutions that
facilitate customer acquisition, service and support, and sales and marketing by understanding our customers' needs
through interviews, requirement gathering sessions, call center analysis, developing an iterative prototype driven
solution, and integrating the solution to legacy processes and applications.

·

Business integration and service oriented architectures ("SOA"). We design, develop, and implement business
integration and SOA solutions that allow our clients to integrate all of their business processes end-to-end and across
the enterprise. Truly innovative companies are extending those processes and eliminating functional friction between
the enterprise, core customers, and partners. Our business integration solutions can extend and extract core
applications, reduce infrastructure strains and cost, web-enable legacy applications, provide real-time insight into
business metrics, and introduce efficiencies for customers, suppliers, and partners.

·

Content management ("CM"). We design, develop, and implement CM solutions that enable the management of all
unstructured information regardless of file type or format. Our CM solutions can facilitate the creation of new content
and/or provide easy access and retrieval of existing digital assets from other enterprise tools such as enterprise
resource planning, customer relationship management, or legacy applications. Our CM solutions include Enterprise
Imaging and Document Management, Web Content Management, Digital Asset Management, Enterprise Records
Management, Compliance and Control, Business Process Management and Collaboration, and Enterprise Search.

·

Business process management ("BPM"). We design, develop, and implement BPM solutions that allow our clients to
quickly adapt their business processes to respond to new market opportunities or competitive threats by taking
advantage of business strategies supported by flexible business applications and information technology
infrastructures.

We conceive, build, and implement these solutions through a comprehensive set of services including business
strategy, user-centered design, systems architecture, custom application development, technology integration, package
implementation, and managed services.

We have developed a wide array of intellectual property assets, applications, utilities and products, that enable our
clients to speed time to delivery and reduce total cost of ownership. In addition, we also sell certain internally
developed software packages.  These foundational tools include configurable Solution Accelerators and Industry
Tools that can be customized to solve specific enterprise challenges. Our Solution Accelerators increase the velocity
of solution development across key horizontal disciplines including business integration, content management,
business process management, enterprise search and tax compliance. Our Industry Tools enable enterprises to address
industry-specific business process and workflow challenges. We offer tools for the healthcare, energy and utilities,
financial services and retail industries. Our strong network of partnerships and cross-platform capabilities enable us to
develop and deliver accelerators across a wide spectrum of solution areas and vendor platforms.

In addition to our technology solution services and intellectual property assets, we offer education and mentoring
services to our clients. We conduct IBM and Oracle-certified training, where we provide our clients both a customized
and established curriculum of courses and other education services.

Competitive Strengths

We believe our competitive strengths include:

Edgar Filing: PERFICIENT INC - Form 10-K

8



·

Domain Expertise. We have acquired significant domain expertise in a core set of technology solutions and software
platforms. These solutions include business integration, portals and collaboration, custom applications, technology
platform implementations, customer relationship management, enterprise performance management, enterprise
content management, and business intelligence, among others. The platforms in which we have significant domain
expertise and on which these solutions are built include IBM, Microsoft, Oracle and salesforce.com, among others.

·

Industry Expertise. We serve many of the world's largest and most respected companies with extensive business
process experience across a variety of industries. These industries include healthcare, financial services and banking,
retail, energy and utilities, telecommunications, electronics and computer hardware, and automotive and transport
products, among others.

·

Delivery Model and Methodology. We believe our significant domain expertise enables us to provide high-value
solutions through expert project teams that deliver measurable results by working collaboratively with clients through
a user-centered, technology-based, and business-driven solutions methodology. Our methodology includes a proven
execution process map we developed, which allows for repeatable, high quality services delivery. The methodology
leverages the thought leadership of our senior strategists and practitioners to support the client project team and
focuses on transforming our clients' business processes to provide enhanced customer value and operating efficiency,
enabled by web technology. As a result, we believe we are able to offer our clients the dedicated attention that small
firms usually provide and the delivery and project management that larger firms usually offer.

3
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·

Client Relationships. We have built a track record of quality solutions and client satisfaction through the timely,
efficient, and successful completion of numerous projects for our clients. As a result, we have established long-term
relationships with many of our clients who continue to engage us for additional projects and serve as references for
us. For the years ending December 31, 2014, 2013, and 2012, 87%, 86%, and 84%, respectively, of services revenues
were derived from clients who continued to utilize our services from the prior year, excluding any revenues from
acquisitions completed in that year.

·

Vendor Relationship and Endorsements. We have built meaningful relationships with software providers, whose
products we use to design and implement solutions for our clients. These relationships enable us to reduce our cost of
sales and sales cycle times and increase win rates by leveraging our partners' marketing efforts and endorsements. We
also serve as a sales channel for our partners, helping them market and sell their software products. We are an IBM
Premier Business Partner, a Microsoft National Solutions Provider and Gold Certified Partner, an Oracle Platinum
Partner, and a salesforce.com Platinum Cloud Alliance Partner.  In 2014, we received multiple awards and
recognition from our partners, including:

·Microsoft West Region Compete Partner of the Year;
·Microsoft Central Region Enterprise Office 365 Partner of the Year;
·Microsoft East Region NSI Partner of the Year;
·Microsoft Central Region Enterprise Cloud Partner of the Year;
·IBM Innovation, Pure and Simple Outstanding Collaboration Award; and
·IBM Collaboration Solutions Best Digital Experience Award.

·

Offshore Capability. We serve our clients from locations in multiple markets throughout North America, and, in
addition, we operate global development centers in Hangzhou, China and Chennai, India. Effective with the
acquisition of Zeon in January 2015 (as described in Note 15, Subsequent Events, in the Notes to Consolidated
Financial Statements), we are operating a development center in Nagpur, India with approximately 260 colleagues.
These facilities are staffed with colleagues who have specializations that include application development, adapter
and interface development, quality assurance and testing, monitoring and support, product development, platform
migration, and portal development with expertise in IBM, Microsoft and Oracle technologies. In addition to our
offshore capabilities, we employ a number of foreign nationals in the United States on H1-B visas.  The facility in
Chennai, India is also a recruiting and development facility used to continue to grow our base of H1-B foreign
national colleagues.  As of December 31, 2014, we had 190 colleagues at the Hangzhou, China facility, 94 colleagues
at the Chennai, India facility, and 234 colleagues with H1-B visas.  We intend to continue to leverage our existing
offshore capabilities to support our growth and provide our clients flexible options for project delivery.

Competition

The market for the services we provide is competitive and has low barriers to entry. We believe that our competitors
fall into several categories, including:

·small local consulting firms that operate in no more than one or two geographic regions;
·boutique consulting firms, such as Prolifics and Avanade;
·national consulting firms, such as Accenture, Deloitte Consulting, Cognizant, and Sapient/ Publicis;
· in-house professional services organizations of software companies; and
·offshore providers, such as Infosys Technologies Limited and Wipro Limited.

We believe that the principal competitive factors affecting our market include domain expertise, track record and
customer references, partner network with leading technology companies, quality of proposed solutions, service
quality and performance, efficiency, reliability, scalability and features of the software platforms upon which the
solutions are based, and the ability to implement solutions quickly and respond on a timely basis to customer needs. In
addition, because of the relatively low barriers to entry into this market, we expect to face additional competition from
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new entrants. We expect competition from offshore outsourcing and development companies to continue.

Some of our competitors have longer operating histories, larger client bases, and greater name recognition, and
possess significantly greater financial, technical, and marketing resources than we do. As a result, these competitors
may be able to attract customers to which we market our services and adapt more quickly to new technologies or
evolving customer or industry requirements.
4
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Employees

As of December 31, 2014, we had 2,074 colleagues, 1,724 of which were billable (excluding 132 billable
subcontractors) and 350 which were involved in sales, administration, and marketing. None of our colleagues are
represented by a collective bargaining agreement, and we have never experienced a strike or similar work stoppage.
We are committed to the continued development of our colleagues.

Sales and Marketing. As of December 31, 2014, we had a 96-person direct solutions-oriented sales force. We reward
our sales force for developing and maintaining relationships with our clients and seeking out follow-up engagements
as well as leveraging those relationships to forge new relationships in different areas of the business and with our
clients' business partners.  Approximately 85% of our sales are executed by our direct sales force.  In addition to our
direct sales team, we also have 43 dedicated sales support employees, 29 general managers and nine vice-presidents
who are engaged in our sales and marketing efforts.

We have sales and marketing partnerships with software vendors including IBM, Microsoft, Oracle and
salesforce.com, among others. These companies are key vendors of open standards-based software commonly referred
to as middleware application servers, enterprise application integration platforms, business process management,
cloud computing applications, business activity monitoring and business intelligence applications, and enterprise
portal server software. Our direct sales force works in tandem with the sales and marketing groups of our partners to
identify potential new clients and projects. Our partnerships with these companies enable us to reduce our cost of sales
and sales cycle times and increase win rates by leveraging our partners' marketing efforts and endorsements.

Recruiting. We are dedicated to hiring, developing, and retaining experienced, motivated technology professionals
who combine a depth of understanding of current Internet and legacy technologies with the ability to implement
complex and cutting-edge solutions. We believe in an employee-centered environment that is built on a culture of
respect.

Retention. We firmly believe in the power of partnership and the spirit of innovation and approach every opportunity
with these philosophies in mind.  We focus on a core set of business-driven technology solutions, applications, and
software platforms and our commitment to our employees' career development through continued training and
advancement opportunities sets us apart as an employer of choice.

Compensation. Our compensation philosophy and programs are designed to attract, retain, motivate and reward
employees based on performance and results. Our tiered incentive compensation plans help us reach our overall goals
by rewarding individuals for their influence on key performance factors and allow for differentiation so that truly
stellar performers may be rewarded.

Strategic Advisory Team ("SAT"). Our SAT leadership performs a critical role in maintaining our technology
leadership. Consisting of key employees from several practice areas, the SAT leadership assesses new technologies,
partnership opportunities, and serves as lead internal subject matter experts for their respective domain. The SAT
leaders also create and deliver thought leadership activities, including white paper authorship and publication and
speaking engagements. Finally, the SAT identifies services opportunities between and among our strategic partners'
products, oversees our quality assurance programs, and assists in acquisition-related technology due diligence.

General Information

Our stock is traded on The Nasdaq Global Select Market under the symbol "PRFT." Our website can be visited at
www.perficient.com. We make available free of charge through our website our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), as soon
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as reasonably practicable after we electronically file such material with, or furnish it to, the SEC. The information
contained or incorporated in our website is not part of this document.
5
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Item 1A. Risk Factors.

You should carefully consider the following factors together with the other information contained in or incorporated
by reference into this Annual Report on Form 10-K before you decide to buy our common stock. These factors could
materially adversely affect our business, financial condition, operating results, cash flows, or stock price. Our business
is also subject to general risks and uncertainties that may broadly affect companies, including us. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial also could materially adversely
affect our business, financial condition, operating results, cash flows, or stock price.

Our results of operations could be adversely affected by volatile, negative or uncertain economic conditions and the
effects of these conditions on our clients' businesses and levels of business activity.

Global macroeconomic conditions affect our clients' businesses and the markets they serve. Developments, such as the
recent recessions and instability in the United States and Europe, deteriorations in the Canadian, Chinese and Indian
economies, and the inflationary risks associated with higher commodity prices, among other developments, may have
an adverse effect on our client's business and, consequently, on our results of operations, revenue growth and
profitability.

Volatile, negative or uncertain economic conditions in the markets we serve have undermined, and could in the future
undermine, business confidence and cause our clients to reduce or defer their spending on new technologies or
initiatives or terminate existing contracts, which would negatively affect our business. Growth in markets we serve
could be at a slow rate, or could stagnate, in each case, for an extended period of time. Differing economic conditions
and patterns of economic growth and contraction in the geographical regions in which we operate and the industries
we serve have affected, and may in the future affect, demand for our services. A material portion of our revenues and
profitability is derived from our clients in North America. Weakening demand in this market could have a material
adverse effect on our results of operations. Ongoing economic volatility and uncertainty affects our business in a
number of other ways, including making it more difficult to accurately forecast client demand beyond the short term
and effectively build our revenue and resource plans, particularly in consulting. This could result, for example, in us
not having the level of appropriate personnel where they are needed or having to use involuntary terminations as
means to keep our supply of skills and resources in balance.

Economic volatility and uncertainty is particularly challenging because it may take some time for the effects and
resulting changes in demand patterns to manifest themselves in our business and results of operations. Changing
demand patterns from economic volatility and uncertainty could have a significant negative impact on our results of
operations.

Our business depends on generating and maintaining ongoing, profitable client demand for our services and solutions,
and a significant reduction in such demand could materially affect our results of operations.

Our revenue and profitability depend on the demand for our services and favorable margins, which could be
negatively affected by numerous factors, many of which are beyond our control and unrelated to our work product. As
described above, volatile, negative or uncertain global economic conditions have adversely affected, and could in the
future adversely affect, client demand for our services and solutions. In addition, developments in the industries we
serve, which may be rapid, could shift demand to services and solutions where we are less competitive, or might
require significant investment by us to upgrade, enhance or expand our services and solutions to meet that demand.
Companies in the industries we serve sometimes seek to achieve economies of scale and other synergies by combining
with or acquiring other companies. If one of our current clients merges or consolidates with a company that relies on
another provider for its consulting, systems integration and technology, or outsourcing services, we may lose work
from that client or lose the opportunity to gain additional work if we are not successful in generating new
opportunities from the merger or consolidation. Many of our consulting contracts are less than 12 months in duration,
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and these contracts typically permit a client to terminate the agreement with as little as 10 days' notice. If a client is
dissatisfied with our services and we are unable to effectively respond to its needs, the client might terminate existing
contracts, or reduce or eliminate spending on the services and solutions we provide. Additionally, a client could
choose not to retain us for additional stages of a project, try to renegotiate the terms of its contract or cancel or delay
additional planned work. When contracts are terminated or not renewed, we lose the anticipated revenues, and it may
take significant time to replace the lost revenues.  Consequently, our results of operations in subsequent periods could
be materially lower than expected. The specific business or financial condition of a client, changes in management and
changes in a client's strategy also are all factors that can result in terminations, cancellations or delays. It could also
result in pressure to reduce the cost of our services.

If we are unable to keep our supply of skills and resources in balance with client demand and attract and retain
professionals with strong leadership skills, our business, the utilization rate of our professionals and our results of
operations may be materially adversely affected.

   Our success depends, in large part, upon our ability to keep our supply of skills and resources in balance with client
demand and our ability to attract and retain personnel with the knowledge and skills to lead our business. Experienced
personnel in our industry are in high demand, and there is much competition to attract qualified personnel. We must
hire, retain and motivate appropriate numbers of talented people with diverse skills in order to serve clients across
North America, respond quickly to rapid and ongoing technology, industry and macroeconomic developments and
grow and manage our business. For example, if we are unable to hire or continually train our employees to keep pace
with the rapid and continuing changes in technology and the industries we serve or changes in the types of services
clients are demanding we may not be able to develop and deliver new services and solutions to fulfill client demand.
As we expand our services and solutions, we must also hire and retain an increasing number of professionals with
different skills and expectations than those of the professionals we have historically hired and retained. Additionally,
if we are unable to successfully integrate, motivate and retain these professionals, our ability to continue to secure
work for our services and solutions in those industries may decline.
6
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    We are dependent on retaining our senior executives and other experienced managers, and if we are unable to do so,
our ability to develop new business and effectively lead our current projects could be jeopardized. We depend on
identifying, developing, and retaining key employees to provide leadership and direction for our businesses. This
includes developing talent and leadership capabilities in emerging markets, where the depth of skilled employees is
often limited and competition for these resources is great. Our geographic expansion strategy in emerging markets
depends on our ability to attract, retain and integrate both local business leaders and people with the appropriate skills.

   Similarly, our profitability depends on our ability to effectively utilize personnel with the right mix of skills and
experience to perform services for our clients, including our ability to transition employees to new assignments on a
timely basis. If we are unable to effectively deploy our employees on a timely basis to fulfill the needs of our clients,
our ability to perform our work profitably could suffer. If the utilization rate of our professionals is too high, it could
have an adverse effect on employee engagement and attrition, the quality of the work performed and our ability to
staff projects. If our utilization rate is too low, our profitability and the engagement of our employees could suffer.
The costs associated with recruiting and training employees are significant. An important element of our global
business model is the deployment of our employees around the world, which allows us to move talent as needed.
Therefore, if we are not able to deploy the talent we need because of increased regulation of immigration or work
visas, including limitations placed on the number of visas granted, limitations on the type of work performed or
location in which it can be performed, and new or higher minimum salary requirements, it could be more difficult to
staff our employees on client engagements and could increase our costs.

   Our equity-based incentive compensation plans are designed to reward high-performing personnel for their
contributions and provide incentives for them to remain with us. If the anticipated value of these incentives does not
materialize because of volatility or lack of positive performance in our stock price, or if our total compensation
package is not viewed as being competitive, our ability to attract and retain the personnel we need could be adversely
affected. In addition, if we do not obtain the stockholder approval needed to continue granting equity awards under
our share plans in the amounts we believe are necessary, our ability to attract and retain personnel could be negatively
affected.

     There is a risk that at certain points in time and in certain geographical regions, we will find it difficult to hire and
retain a sufficient number of employees with the skills or backgrounds to meet current and/or future demand. In these
cases, we might need to redeploy existing personnel or increase our reliance on subcontractors to fill certain labor
needs, and if not done effectively, our profitability could be negatively impacted. Additionally, if demand for our
services were to escalate at a high rate, we may need to adjust our compensation practices, which could put upward
pressure on our costs and adversely affect our profitability if we are unable to recover these increased costs. At certain
times, however, we may also have more personnel than we need in certain skill sets or geographies. In these
situations, we must evaluate voluntary attrition and use reduced levels of new hiring and increased involuntary
terminations as means to keep our supply of skills and resources in balance with client demand in those geographies.

The market for the information technology consulting services in which we operate is highly competitive, and we
might not be able to compete effectively.

The market for the information technology consulting services we provide is competitive, ever evolving, and subject
to rapid technological change. Our competitors include: large multinational providers that offer some or all of the
services that we do; offshore service providers in lower-cost locations that offer services similar to those we offer,
often at highly competitive prices and on more aggressive contractual terms; niche solution and service providers or
local competitors that compete with us in a specific geographic market, industry segment or service area, including
companies that provide new or alternative products, service or delivery models; accounting firms that are expanding
or building their capabilities to provide certain consulting services, including through acquisitions; and in-house
departments of large corporations that use their own resources, rather than engage an outside firm for the types of
services we provide.
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Many of the larger regional and national information technology consulting firms have substantially longer operating
histories, more established reputations and potential vendor relationships, greater financial resources, sales and
marketing organizations, market penetration, and research and development capabilities, as well as broader product
offerings, greater market presence, and name recognition.

In addition, there are relatively low barriers to entry into this market and therefore new entrants may compete with us
in the future. For example, due to the rapid changes and volatility in our market, many well-capitalized companies,
including some of our partners, that have focused on sectors of the software and services industry that are not
competitive with our business may refocus their activities and deploy their resources to be competitive with us.

Our future financial performance is largely dependent on our ability to compete successfully in the markets we
currently serve. If we are unable to compete successfully, we could lose market share and clients to competitors,
which could materially adversely affect our results of operations.

In addition, we may face greater competition due to consolidation of companies in the technology sector, through
strategic mergers or acquisition. Consolidation activity may result in new competitors with greater scale, a broader
footprint or offerings that are more attractive than ours. We believe that this competition could have a negative effect
on our ability to compete for new work and skilled professionals. One or more of our competitors may develop and
implement methodologies that result in superior productivity and price reductions without adversely affecting their
profit margins. In addition, competitors may win client engagements by significantly discounting their services in
exchange for a client's promise to purchase other goods and services from the competitor, either concurrently or in the
future. These activities may potentially force us to lower our prices and suffer reduced operating margins. Any of
these negative effects could significantly impair our results of operations and financial condition. We may not be able
to compete successfully against new or existing competitors.
7

Edgar Filing: PERFICIENT INC - Form 10-K

17



We could have liability or our reputation could be damaged if we fail to protect client data or information systems or
if our information systems are breached.

We are dependent on information technology networks and systems to process, transmit, and store electronic
information and to communicate among our locations and with our partners and clients. Security breaches of this
infrastructure could lead to shutdowns or disruptions of our systems and potential unauthorized disclosure of
confidential information. In providing services to clients, we are also required at times to manage, utilize, and store
sensitive or confidential client or employee data. As a result, we are subject to numerous laws and regulations
designed to protect this information, such as various U.S. federal and state laws governing the protection of personally
identifiable information. If any person, including any of our employees, negligently disregards or intentionally
breaches our established controls with respect to such data or otherwise mismanages or misappropriates that data, we
could be subject to monetary damages, regulatory enforcement actions, fines, and/or criminal prosecution.
Unauthorized disclosure of sensitive or confidential client or employee data, whether through systems failure,
employee negligence, fraud or misappropriation could damage our reputation and cause us to lose clients. Similarly,
unauthorized access to or through our information systems or those we develop for our clients, whether by our
employees or third parties, could result in negative publicity, significant remediation costs, legal liability, and damage
to our reputation and could have a material adverse effect on our results of operations. In addition, our liability
insurance might not be sufficient in type or amount to cover us against claims related to security breaches,
cyber-attacks and other related breaches.

We might not be successful at identifying, acquiring, or integrating other businesses.

We have pursued a disciplined acquisition strategy designed to enhance or add to our offerings of services and
solutions, or to enable us to expand in certain geographic and other markets. Depending on the opportunities available,
we may increase our investment in these acquisitions. In that pursuit, we may not successfully identify suitable
acquisition candidates, succeed in completing targeted transactions, or achieve desired results of operations.
Furthermore, we face risks in successfully integrating any businesses we acquire. Ongoing business may be disrupted
and our management's attention may be diverted by acquisitions, transition or integration activities. In addition, we
might need to dedicate additional management and other resources, and our organizational structure could make it
difficult for us to efficiently integrate acquired businesses into our ongoing operations and assimilate and retain
employees of those businesses into our culture and operations.

We might fail to realize the expected benefits or strategic objectives of any acquisition we make. We might not
achieve our expected return on investment, or we may lose money. We may be adversely impacted by liabilities that
we assume from a company we acquire, including from that company's known and unknown obligations, intellectual
property or other assets, terminated employees, current or former clients, or other third parties, and we may fail to
identify or adequately assess the magnitude of certain liabilities, shortcomings or other circumstances prior to
acquisition, which could result in unexpected legal or regulatory exposure, unfavorable accounting treatment,
unexpected increases in taxes, or other adverse effects on our business. If we are unable to complete the number and
kind of acquisitions for which we plan, or if we are inefficient or unsuccessful at integrating any acquired businesses
into our operations, we may not be able to achieve our planned rates of growth or improve our market share,
profitability, or competitive position in specific markets or services.

International operations subject us to additional political and economic risks that could have an adverse impact on our
business.

We maintain a global development center in Hangzhou, China and a technology consulting recruiting and
development facility in Chennai, India. Effective with the acquisition of BioPharm in April 2014, we operate in the
United Kingdom, effective with the acquisition of Trifecta in May 2014, we operate in Canada, and effective with the
acquisition of Zeon in January 2015 (as described in Note 15, Subsequent Events, in the Notes to Consolidated
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Financial Statements), we are operating a development center in Nagpur, India. We are subject to certain risks related
to expanding our presence into non-U.S. regions, including risks related to complying with a wide variety of national
and local laws, restrictions on the import and export of certain technologies, and multiple and possibly overlapping tax
structures. In addition, we may face competition from companies that may have more experience with operations in
these countries or with international operations generally. We may also face difficulties integrating new facilities in
different countries into our existing operations, as well as integrating employees that we hire in different countries into
our existing corporate culture.

Furthermore, there are risks inherent in operating in and expanding into non-U.S. regions, including, but not limited
to:

·political and economic instability;
·global health conditions and potential natural disasters;

·
unexpected changes in regulatory requirements, including immigration restrictions, tariffs, and other trade barriers
and tax regulations, the enforcement of such requirements by applicable governmental authorities and other legal
uncertainty;

· limitations on our ability to repatriate cash from our international operations;
·complexities and additional costs in effectively managing our international operations;
· international currency controls and exchange rate fluctuations;
·reduced protection for intellectual property rights; and
·additional vulnerability from terrorist groups targeting U.S. interests abroad.

Any one or more of the factors set forth above could have a material adverse effect on our international operations
and, consequently, on our business, financial condition, and operating results.
8
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Immigration restrictions related to H1-B visas could hinder our growth and adversely affect our business, financial
condition and results of operations.

Less than 15% of our billable workforce is comprised of skilled foreign nationals holding H1-B visas.  We also own a
recruiting and development facility in Chennai, India to continue to grow our base of H1-B foreign national
colleagues.  Effective with the acquisition of Zeon in January 2015 (as described in Note 15, Subsequent Events, in
the Notes to Consolidated Financial Statements), we will be expanding our base of foreign national colleagues.  The
H1-B visa classification enables us to hire qualified foreign workers in positions that require the equivalent of at least
a bachelor's degree in the U.S. in a specialty occupation such as technology systems engineering and analysis.  The
H1-B visa generally permits an individual to work and live in the U.S. for a period of three to six years, with some
extensions available.  The number of new H1-B petitions approved in any federal fiscal year is limited, making the
H1-B visas necessary to bring foreign employees to the U.S. unobtainable in years in which the limit is reached. If we
are unable to obtain all of the H1-B visas for which we apply, our growth may be hindered.

Our results of operations could materially suffer if we are not able to obtain favorable pricing.

If we are not able to obtain favorable pricing for our services, our revenues and profitability could materially suffer.
The rates we are able to charge for our services are affected by a number of factors, including, but not limited to:

·general economic and political conditions;
· the competitive environment in our industry, as described below;
·our clients' desire to reduce their costs;

·our ability to accurately estimate, attain, and sustain contract revenues, margins, and cash flows over the full contract
period; and

·procurement practices of clients and their use of third-party advisors.

The competitive environment in our industry affects our ability to obtain favorable pricing in a number of ways, any
of which could have a material negative impact on our results of operations. The less we are able to differentiate our
services and solutions and/or clearly convey the value of our services and solutions, the more risk we have that they
will be seen as commodities, with price being the driving factor in selecting a service provider. In addition, the
introduction of new services or products by competitors could reduce our ability to obtain favorable pricing for the
services or products we offer. Competitors may be willing, at times, to price contracts lower than us in an effort to
enter the market or increase market share. Further, if competitors develop and implement methodologies that yield
greater efficiency and productivity, they may be better positioned to offer services similar to ours at lower prices.

If our negotiated fees do not accurately anticipate the cost and complexity of performing our work, then our contracts
could be unprofitable.

We negotiate fees with our clients utilizing a range of pricing structures and conditions, including time and materials
and fixed fee contracts. Our fees are highly dependent on our internal forecasts and predictions about the level of
effort and cost necessary to deliver such services and solutions, which might be based on limited data and could turn
out to be materially inaccurate. If we do not accurately estimate the level of effort or cost, our contracts could yield
lower profit margins than planned, or be unprofitable. We could face greater risk when negotiating fees for our
contracts that involve the coordination of operations and workforces in multiple locations and/or utilizing workforces
with different skillsets and competencies. There is a risk that we will underprice our contracts, fail to accurately
estimate the costs of performing the work, or fail to accurately assess the risks associated with potential contracts. In
particular, any increased or unexpected costs, delays or failures to achieve anticipated cost savings, or unexpected
risks we encounter in connection with the performance of services, including those caused by factors outside our
control, could make these contracts less profitable or unprofitable, which could have an adverse effect on our profit
margin.
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Our business could be materially adversely affected if we incur legal liability in connection with providing our
services and solutions.

We could be subject to significant legal liability and litigation expense if we fail to meet our contractual obligations,
or otherwise breach obligations, to third parties, including clients, partners, employees and former employees, and
other parties with whom we conduct business, or if our subcontractors breach or dispute the terms of our agreements
with them and impede our ability to meet our obligations to our clients. We may enter into agreements with
non-standard terms because we perceive an important economic opportunity or because our personnel did not
adequately follow our contracting guidelines. In addition, the contracting practices of competitors, along with the
demands of increasingly sophisticated clients, may cause contract terms and conditions that are unfavorable to us to
become new standards in the marketplace. We may find ourselves committed to providing services or solutions that
we are unable to deliver or whose delivery will reduce our profitability or cause us financial loss. If we cannot or do
not meet our contractual obligations and if our potential liability is not adequately limited through the terms of our
agreements, liability limitations are not enforced or a third party alleges fraud or other wrongdoing to prevent us from
relying upon those contractual protections, we might face significant legal liability and litigation expense and our
results of operations could be materially adversely affected. A failure of a client's system based on our services or
solutions could also subject us to a claim for significant damages that could materially adversely affect our results of
operations. In addition to expense, litigation can be lengthy and disruptive to normal business operations, and
litigation results can be unpredictable. While we maintain insurance for certain potential liabilities, this insurance does
not cover all types and amounts of potential liabilities and is subject to various exclusions as well as caps on amounts
recoverable. Even if we believe a claim is covered by insurance, insurers may dispute our entitlement to recovery for a
variety of potential reasons, which may affect the timing and the amount of our recovery, if any.
9
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Our results of operations and ability to grow could be materially negatively affected if we cannot adapt and expand
our services and solutions in response to ongoing changes in technology and offerings by new entrants.

Our success depends on our ability to continue to develop and implement services and solutions that anticipate and
respond to rapid and continuing changes in technology and industry developments and offerings by new entrants to
serve the evolving needs of our clients. Current areas of significant change include mobility, cloud-based computing
and the processing and analyzing of large amounts of data. Technological developments such as these may materially
affect the cost and use of technology by our clients. Our growth strategy focuses on responding to these types of
developments by driving innovation for our core business as well as through new business initiatives beyond our core
business that will enable us to differentiate our services and solutions. If we do not sufficiently invest in new
technology and industry developments, or if we do not make the right strategic investments to respond to these
developments and successfully drive innovation, our services and solutions, our results of operations, and our ability
to develop and maintain a competitive advantage and continue to grow could be negatively affected.

In addition, we operate in a quickly evolving environment, in which there currently are, and we expect will continue
to be, new technology entrants. New services or technologies offered by competitors or new entrants may make our
offerings less differentiated or less competitive, when compared to other alternatives, which may adversely affect our
results of operations.

The loss of one or more of our significant software vendors could have a material and adverse effect on our business
and results of operations.

We have significant relationships with software vendors including IBM, Oracle, and Microsoft.  Our business
relationships with these companies enable us to reduce our cost of acquiring customers and increase win rates through
leveraging our vendors
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