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PART I

Disclosure Regarding Forward-Looking Statements

      This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 (the “Exchange Act”) relating to our
operations and our results of operations that are based on our current expectations, estimates and projections. Words
such as “expects,” “intends,” “plans,” “projects,” believes,” “estimates” and similar expressions are used to identify
these forward-looking statements. These statements are not guarantees of future performance and involve risks,
uncertainties and assumptions that are difficult to predict. Forward-looking statements are based upon assumptions as to
future events that may not prove to be accurate. Actual outcomes and results may differ materially from what is
expressed or forecast in these forward-looking statements. The reasons for these differences include changes in general
economic and political conditions, including fluctuations in exchange rates, and the factors discussed below under the
section entitled “Business—Risk Factors.”

Available Information

      Our website address is www.accenture.com. We make available free of charge on the Investor Relations section of
our website (http://investor.accenture.com) our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K and all amendments to those reports as soon as reasonably practicable after such material is
electronically filed or furnished with the Securities and Exchange Commission (the “SEC”) pursuant to Section 13(a) or
15(d) of the Exchange Act. We also make available through our website other reports filed with or furnished to the SEC
under the Exchange Act, including our proxy statements and reports filed by officers and directors under Section 16(a)
of that Act, as well as our Code of Business Ethics. We do not intend for information contained in our website to be part
of this Annual Report on Form 10-K.

      You also may read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F
Street, N.E., Washington, DC, 20549. You may obtain information on the operation of the Public Reference Room by
calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet site (http://www.sec.gov) that contains reports,
proxy and information statements, and other information regarding issuers that file electronically with the SEC.

      In this Annual Report on Form 10-K, we use the terms “Accenture,” “we,” “our Company,” “our” and “us” to refer
to Accenture Ltd and its subsidiaries. All references to years, unless otherwise noted, refer to our fiscal year, which
ends on August 31.

ITEM 1. BUSINESS
Overview

      Accenture is one of the world’s leading management consulting, technology services and outsourcing organizations,
with more than 123,000 employees based in 48 countries and revenues before reimbursements of more than
$15.5 billion for fiscal 2005.

      Our “high performance business” strategy builds on our expertise in consulting, technology and outsourcing to help
clients perform at the highest levels so they can create sustainable value for their customers and shareholders. We use
our industry and business-process knowledge, our service offering expertise and our insight into and deep
understanding of emerging technologies to identify new business and technology trends and formulate and implement
solutions for clients under demanding time constraints. We help clients identify and enter new markets, increase
revenues in existing
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markets, improve operational performance and deliver their products and services more effectively and efficiently.

      We operate globally with one common brand and business model designed to enable us to provide clients around
the world with the same high level of service. Drawing on a combination of industry expertise, functional capabilities,
alliances, global resources and technology, we deliver competitively priced, high-value services that help our clients
measurably improve business performance. Our global delivery model enables us to provide a complete end-to-end
delivery capability by drawing on Accenture’s global resources to deliver high-quality, cost-effective solutions to
clients under demanding timeframes.

Consulting, Technology and Outsourcing Services and Solutions

      Our business is structured around five operating groups, which together comprise 17 industry groups serving clients
in major industries around the world. Our industry focus gives us an understanding of industry evolution, business
issues and applicable technologies, enabling us to deliver innovative solutions tailored to each client or, as appropriate,
more-standardized capabilities to multiple clients.

      Our three key service areas—Consulting, Technology and Outsourcing—are the innovation engines through which
we develop our knowledge capital; build world-class skills and capabilities; and create, acquire and manage key assets
central to the development of solutions for our clients. The subject matter experts within these areas work closely with
the professionals in our operating groups to develop and deliver solutions to clients.

      Client engagement teams—which typically consist of industry experts, capability specialists and professionals with
local market knowledge—leverage the full capabilities of our global delivery model to deliver price-competitive
solutions and services.

Operating Groups

      The following table shows the organization of our five operating groups and their 17 industry groups. For financial
reporting purposes, our operating groups are our reportable operating segments. We do not allocate total assets by
operating group, although our operating groups do manage and control certain assets. For certain historical financial
information regarding our operating groups (including certain asset information), as well as financial information by
geographical areas (including long-lived asset information), please see Footnote 16 (Segment Reporting) to our
Consolidated Financial Statements below under “Financial Statements and Supplementary Data.”
         

Operating Groups
 

Communications  Financial   
& High Tech  Services  Products  Resources  Government

• Communications
• Electronics & High Tech
• Media & Entertainment

 

• Banking
• Capital Markets
• Insurance

 

• Automotive
• Consumer Goods &
Services
• Health & Life Sciences
• Industrial Equipment
• Retail
• Transportation & Travel
Services

 

• Chemicals
• Energy
• Natural Resources
• Utilities  

• Government
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Communications & High Tech

      We are a leading provider of management consulting, technology, systems integration and business process
outsourcing services and solutions to the communications, electronics, high technology, media and entertainment
industries. Our Communications & High Tech professionals help clients enhance their business results through
industry-specific solutions and by seizing the opportunities made possible by the convergence of communications,
computing and content. Examples of our services and solutions include the application of mobile technology, advanced
communications network optimization, broadband and Internet protocol solutions as well as systems integration,
customer care, supply chain and workforce transformation services. In support of these services, we have developed an
array of assets, repeatable solutions, methodologies and research facilities to demonstrate how new technologies and
industry-leading practices can be applied in new and innovative ways to enhance our clients’ business performance. Our
Communications & High Tech operating group comprises the following industry groups:

 • Communications. Our Communications industry group serves many of the world’s leading wireline, wireless,
cable and satellite communications network operators and service providers. We provide a wide range of services
designed to help our communications clients increase margins, improve asset utilization, improve customer
retention, increase revenues, reduce overall costs and accelerate sales cycles. We offer a suite of reusable
solutions, called Accenture Communications Solutions, designed to address major business and operational issues
related to broadband and Internet protocol-based networks and services, including business intelligence, billing
transformation, customer contact transformation, sales force transformation, service fulfillment, and
next-generation network optimization. Our Communications industry group represented approximately 66% of our
Communications & High Tech operating group’s revenues before reimbursements in fiscal 2005.

 

 • Electronics & High Tech. Our Electronics & High Tech industry group serves the network equipment, consumer
electronics, software, semiconductor, aerospace, defense and enterprise computing segments. This industry group
provides services in areas such as strategy, enterprise resource management, customer relationship management,
supply chain management, software development, human performance, and merger/acquisition activities,
including post-merger integration. We also offer a suite of reusable solutions, called Accenture High Tech
Solutions, designed to address the industry’s major business and operational challenges, such as commoditization,
globalization and disruptive technologies.

 

 • Media & Entertainment. Our Media & Entertainment industry group serves the broadcast, entertainment
(television, music and movie), print, publishing and portal industries. Professionals in this industry group provide
a wide range of services, including digital content solutions designed to help companies effectively manage,
distribute and protect content across numerous media channels.

Financial Services

      Our Financial Services operating group focuses on the opportunities created by our clients’ needs to adapt to
changing market conditions, including increased cost pressures, industry consolidation, regulatory changes, the creation
of common industry standards and protocols, and the move to a more integrated industry model. We help clients meet
these challenges through a variety of services and solutions, including outsourcing strategies to increase cost efficiency
and transform businesses, and customer relationship management initiatives that enable them to acquire new customers,
retain
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profitable customers and improve their cross-selling capabilities. Our Financial Services operating group comprises the
following industry groups:

 • Banking. Our Banking industry group works with traditional retail and commercial banks, diversified financial
enterprises and a variety of niche players and innovators. We help these organizations develop and execute
strategies to target, acquire and retain customers more effectively, expand product and service offerings, comply
with new regulatory initiatives, and leverage new technologies and distribution channels. Our Banking industry
group represented approximately 54% of our Financial Services operating group’s revenues before
reimbursements in fiscal 2005.

 

 • Capital Markets. Our Capital Markets industry group helps investment banks, broker/ dealers, asset management
firms, depositories, clearing organizations and exchanges improve operational efficiency and transform their
businesses to remain competitive.

 

 • Insurance. Our Insurance industry group helps property and casualty insurers, life insurers, reinsurance firms and
insurance brokers improve business processes, develop Internet-based insurance businesses and improve the
quality and consistency of risk selection decisions. Our Insurance industry group has also developed a claims
management capability that enables insurers to provide better customer service while optimizing claims costs. We
also provide a variety of outsourced solutions to help insurers improve working capital and cash flow, deliver
permanent cost savings and enhance long-term growth. Our Insurance industry group represented approximately
30% of our Financial Services operating group’s revenues before reimbursements in fiscal 2005.

Products

      Our Products operating group comprises the following industry groups:

 • Automotive. Our Automotive industry group works with auto manufacturers, suppliers, dealers, retailers and
service providers. Professionals in this industry group help clients develop and implement innovative solutions
focused on product development and commercialization, customer service and retention, channel strategy and
management, branding, buyer-driven business models, cost reduction, customer relationship management and
integrated supplier partnerships.

 

 • Consumer Goods & Services. Our Consumer Goods & Services industry group serves food, beverage, household
goods and personal care, tobacco and footwear/apparel manufacturers around the world. We add value to these
companies through service offerings designed to enhance performance by addressing critical elements of success,
including sales and marketing productivity, customer and consumer insight, working capital productivity
improvement, supply chain collaboration, and overhead productivity improvement.

 

 • Health & Life Sciences. Our Health & Life Sciences industry group works with healthcare providers, government
health departments, policy-making authorities/regulators, managed care organizations, health insurers and
pharmaceutical, biotechnology, medical products and other industry-related companies to improve the quality,
accessibility and affordability of healthcare. Our key offerings include health clinical transformation, electronic
health records and hospital back-office services in the provider/government segment; research and development
transformation, commercial effectiveness and customer interaction, and integrated electronic compliance
(manufacturing and supply chain) in the pharmaceuticals and medical products
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 segment; and health information and data management, claims excellence/cost containment and health plan
back-office services in the payor segment.

 

 • Industrial Equipment. Our Industrial Equipment industry group serves the industrial and electrical equipment,
construction, consumer durable and heavy equipment industries. We help our clients increase operating and supply
chain efficiencies by improving processes and leveraging technology. We also work with clients to generate value
from strategic mergers and acquisitions. In addition, our Industrial Equipment industry group develops and
deploys innovative solutions in the areas of channel management, collaborative product design, remote field
maintenance, enterprise application integration and outsourcing.

 

 • Retail. Our Retail industry group serves a wide spectrum of retailers and distributors, including supermarkets,
specialty premium retailers and large mass-merchandise discounters. We provide service offerings that help clients
address new ways of reaching the retail trade and consumers through precision marketing; maximize brand
synergies and cost reductions in mergers and acquisitions; improve supply chain efficiencies through collaborative
commerce business models; and enhance the efficiency of internal operations. Our Retail industry group
represented approximately 31% of our Products operating group’s revenues before reimbursements in fiscal 2005.

 

 • Transportation & Travel Services. Our Transportation & Travel Services industry group serves companies in the
airline, freight transportation, third-party logistics, hospitality, gaming, car rental, passenger rail and travel
distribution industries. We help clients develop and implement strategies and solutions to improve customer
relationship management capabilities, operate more-efficient networks, integrate supply chains, develop
procurement and electronic business marketplace strategies, and more effectively manage maintenance, repair and
overhaul processes and expenses. Through our Navitaire subsidiary, we offer airlines a range of services, including
reservations, direct ticket distribution, revenue protection, decision support, passenger revenue accounting and
revenue management on an outsourced basis.

Resources

      Our Resources operating group serves the chemicals, energy, forest products, metals and mining, utilities and
related industries. With market conditions driving energy companies to seek new ways of creating value for
shareholders, deregulation fundamentally reforming the utilities industry and yielding cross-border opportunities, and
an intensive focus on productivity and portfolio management in the chemicals industry, we are working with clients to
create innovative solutions that are designed to help them differentiate themselves in the marketplace and gain
competitive advantage. Our Resources operating group comprises the following industry groups:

 • Chemicals. Our Chemicals industry group works with a wide cross-section of industry segments, including
petrochemicals, specialty chemicals, polymers and plastics, gases and life science companies. We also have
long-term outsourcing contracts with many industry leaders.

 

 • Energy. Our Energy industry group serves a wide range of companies in the oil and gas industry, including
upstream, downstream and oil services companies. Our key areas of focus include helping clients optimize
production, manage the hydrocarbon supply chain, streamline retail operations and realize the full potential of
third-party enterprise-wide technology solutions. In addition, our multi-client outsourcing centers enable clients to
increase operational efficiencies and exploit cross-industry synergies. Our Energy industry group represented
approximately 27% of our Resources operating group’s revenues before reimbursements in fiscal 2005.
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 • Natural Resources. Our Natural Resources industry group serves the forest products and metals and mining
industries. We help lumber, pulp, papermaking, converting and packaging companies as well as iron, steel,
aluminum, coal, copper and precious metals companies develop and implement new business strategies, redesign
business processes, manage complex change initiatives, and integrate processes and technologies to achieve higher
levels of performance.

 

 • Utilities. Our Utilities industry group works with electric, gas and water utilities around the world to respond to an
evolving and highly competitive marketplace. The group’s work includes helping utilities transform themselves
from regulated, and sometimes state-owned, local entities to global deregulated corporations, as well as developing
diverse products and service offerings to help our clients deliver higher levels of service to their customers. These
offerings include customer relationship management, workforce enablement, supply chain optimization, and
trading and risk management. We also provide a range of outsourced customer-care services to utilities,
municipalities and retail energy companies in North America.

Government

      Our Government operating group serves government and education agencies in 24 countries, helping them
transform to meet the challenges of a rapidly changing public-sector environment. We typically work with defense,
revenue, human services, government health, justice, postal, education and electoral authorities, and our clients are
national, provincial or state-level government organizations, as well as local governments. Our work with clients in the
U.S. Federal government represented approximately 36% of our Government operating group’s revenues before
reimbursements in fiscal 2005.

      Our offerings help public-sector clients address their most pressing needs, including increasing operational
efficiency, enhancing revenues, improving customer service, and ensuring the security of citizens and businesses. We
work with clients to transform their customer-facing and back-office operations and enable services to be delivered
through appropriate technologies. We also provide processing services in areas such as human resources, social
services, ticketing and tolling, collections and procurement.

      As governments are pressed to operate at higher levels with reduced resources, we are introducing innovative
approaches derived from the private sector that are becoming increasingly popular with governments. For instance, we
pioneered Public Sector Value, a patent-pending approach that assesses the true value of the services that governments
provide by measuring outcomes and quantifying results to help governments make decisions that directly improve
services to citizens. This approach is similar to the ways in which publicly traded companies measure shareholder value
to enhance the value they deliver to shareholders.

Service Areas

      Our Consulting, Technology and Outsourcing service areas are the skill-based “innovation engines” through which
we develop our knowledge capital; build world-class skills and capabilities; and create, acquire and manage key assets
central to the development of solutions for our clients. The professionals within these areas work closely with our
operating groups to deliver integrated services and solutions to clients.
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Consulting

      Our Consulting service area comprises five service lines:

 • Customer Relationship Management. The professionals in our Customer Relationship Management service line
help companies acquire, develop and retain more profitable customer relationships. We offer a full range of
innovative capabilities that address every aspect of customer relationship management, including marketing, direct
sales, customer service, field support and customer contact operations. These capabilities include rigorous
approaches to improving the return on marketing investment, methods for building insight into customers’
purchase habits and service preferences, tailoring offers and service treatment based upon that insight, and unique
methods of optimizing the quality, cost and revenue impact of sales and service operations. Together with our
alliance partners, we bring these skills to our clients to help them increase the value of their customer relationships
and enhance the economic value of their brands.

 

 • Finance & Performance Management. The professionals in our Finance & Performance Management service line
work with our clients’ finance and business unit executives to develop and enhance financial transaction
processing, risk management and business performance reporting capabilities. Among the services we provide are
strategic consulting with regard to the design and structure of the finance function, particularly acquisition and
post-merger integration; the establishment of shared service centers; and the configuration of enterprise resource
planning platforms for streamlining transaction processing. Our finance capability services also address pricing
and yield management, revenue cycle management, billing, credit risk and collection effectiveness, lending and
debt recovery. Our performance management services address shareholder value targeting, scorecard and
performance metrics development, performance reporting solutions and applied business analytics to improve
profitability. Our professionals work with finance executives to develop and implement solutions that help them
align their companies’ investments with their business objectives and establish security relating to the exchange of
information to reporting institutions.

 

 • Human Performance. The professionals in our Human Performance service line work with clients to address
human performance issues that are crucial to operational success, including recruiting and motivating key
employees and management. Our integrated approach provides human resources, knowledge management, and
learning and performance management solutions that increase the efficiency and effectiveness of our clients’
employees and operations, while reducing recruiting and training costs. Professionals in our Human Performance
service line help companies and governments reduce employees’ time to competency, increase knowledge
retention, lower the costs of administering complex training content, and manage multiple learning delivery
vehicles and vendors.

 

 • Strategy. Our Strategy professionals identify and implement high-performance business value creation and
transformation opportunities by delivering independent strategies and broad business consulting services focused
on the CEO agenda. They work closely with the highest levels of our clients’ organizations to help them achieve
sustainable performance improvement. With deep skills and capabilities in corporate strategy, corporate
restructuring, growth and innovation strategies, mergers and acquisitions, merger integration, organization and
change strategy, pricing strategy and profitability assessment, post-merger integration, shareholder value analysis
and strategic IT effectiveness, we help clients develop breakthrough strategic, operational and transformation
solutions to enhance shareholder value in both the short and long term.

7
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 • Supply Chain Management. The professionals in our Supply Chain Management service line work with clients
across a broad range of industries to develop and implement supply chain operations strategies that enable
profitable growth in new and existing markets. Our professionals combine global industry expertise and skills in
supply chain strategy, sourcing and procurement, supply chain planning, manufacturing and design, fulfillment
and service management to help organizations achieve high performance. We work with clients to implement
innovative consulting and outsourcing solutions that align operating models to support business strategies;
optimize global operations; support profitable product launches; and enhance the skills and capabilities of the
supply chain workforce.

Technology

      Accenture provides a wide variety of technology and related services. Our key services in this area include:

 • Information Management Services. We provide services to help organizations manage the full range of their
information needs to improve data quality, enhance decision-making capabilities and meet compliance
requirements. This includes managing both structured data (business intelligence) and unstructured content
(content management and portals).

 

 • Enterprise Solutions. We implement a variety of application software—including SAP and Oracle, among
others—to streamline business processes, systems and information and help organizations access, manage and
exploit data to make more-informed business decisions.

 

 • Integration. We use a variety of technology architectures and platforms—including service-oriented architectures,
among others—and Web services standards to connect and streamline business processes, systems and information
to reduce costs and improve business and IT performance.

 

 • Infrastructure Consulting Services. We provide solutions to help organizations optimize their IT infrastructures
while reducing costs. From data center, operations engineering and network infrastructure to desktop and security
solutions, our services enable clients to rationalize, standardize, secure and transform their IT infrastructures for
improved performance of mission-critical business processes, applications and end users.

 

 • IT Strategy & Transformation. We help CEOs and CIOs with critical IT challenges, such as selecting IT
investments based on bottom-line return, and help them understand how technologies can enable their business
solutions and turn technology innovation into business results for competitive advantage.

 

 • Microsoft Solutions. Together with our alliance partner Microsoft and our Avanade subsidiary, we develop and
deliver cost-efficient, innovative business solutions based on Microsoft Windows Server 2003 and other .NET
technologies, leveraging our deep industry expertise and practical applications of leading-edge technologies.

 

 • Mobile Solutions. We help clients develop solutions that give their workforces access to key enterprise
applications—including supply chain management, telematics, field force enablement, customer relationship
management and customer database applications—through mobile devices and/or the Internet.

 

 • Research & Development. Our R&D organization, Accenture Technology Labs, uses new and emerging
technologies to develop business solutions that we believe will be the drivers of
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 our clients’ growth and enable them to be first to market with unique capabilities. Key areas of focus include
information insight and sensor technologies.

Outsourcing

      Accenture provides a wide range of outsourcing services, including business process outsourcing, application
outsourcing and infrastructure outsourcing.

 • Business Process Outsourcing (BPO). We work with clients to develop and deliver business process innovations
that transform their businesses and deliver higher performance levels at lower costs. Through our BPO services
and businesses, we manage specific business processes or functions for clients, providing solutions that are more
efficient and cost-effective than if the functions were provided in-house.

 We offer clients across all industries a variety of function-specific BPO services and businesses, including finance
and accounting, human resources, learning, procurement and customer contact. We also offer specialized services
tailored to clients in specific industries. For instance, we offer life insurers policy administration and management
services, including high-volume transaction processing capabilities. We provide utilities companies with facilities
and field services, as well as specialized customer care, finance and accounting, human resources, supply chain
and information technology services. In addition, through our Navitaire subsidiary, we offer airlines a range of
services, including reservations, direct ticket distribution, revenue protection, decision support, passenger revenue
accounting and revenue management.

 • Application Outsourcing. Accenture takes a holistic approach to application outsourcing that goes beyond
traditional cost-cutting measures, helping clients improve the total performance of application development and
maintenance. We provide a wide array of application outsourcing services under flexible arrangements, managing
custom or packaged software applications—including enterprise-wide applications such as SAP, PeopleSoft,
Oracle and Siebel—over their complete development and maintenance life-cycles. The scope of services ranges
from basic application management to application enhancement and development for individual or multiple
applications. We can also take end-to-end responsibility for all of a client’s information technology (IT) function,
including infrastructure and operations, leveraging our shared services delivery groups and our application and
infrastructure transformation consulting expertise to deliver significant gains in client productivity.

 By transferring to Accenture the responsibility for managing one or more of their applications, clients can
leverage our assets, scale and global resources as well as our secure, global infrastructure delivery capabilities.
This allows clients to maintain and control the overall performance of their IT capabilities while reducing the
complexity and costs associated with managing third parties and increasing the flexibility, scalability,
predictability and security of their IT infrastructures.

 • Infrastructure Outsourcing. Accenture offers infrastructure outsourcing services coupled primarily as part of
application outsourcing and BPO services arrangements. Our infrastructure outsourcing services include hosting
(data center operations, remote systems management and development environment support); technical support
(help desk, eSupport and desk-side support services); network management (secure, real-time, asynchronous voice
and communications); security (security systems management, disaster recovery and business continuity
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 services); desktop management and mobility (life-cycle management of desktop and mobility devices and
supporting software); and messaging and collaboration.

Global Delivery Model

      A key Accenture differentiator is our strategic global delivery model, which allows us to draw on the benefits of
resources from around the world—including specialized technology skills, foreign-language fluency, proximity to
clients and time-zone advantages—to deliver high-quality solutions under demanding time-frames. Emphasizing
quality, reduced risk, speed to market and predictability, our global delivery model enables us to provide clients with
price-competitive services and solutions that drive higher levels of performance.

      A critical component of this capability is our Global Delivery Network, which comprises local Accenture
professionals working at client sites around the world as well as more than 40 delivery centers—facilities where teams
of Accenture technology and business-process professionals use proven assets to create business and technology
solutions for clients. Our delivery centers improve the efficiency of our engagement teams through the reuse of
processes, solution designs, infrastructure and software and by leveraging the experience of delivery center
professionals.

      Professionals in our Global Delivery Network apply a systematic approach to delivering systems integration,
application outsourcing and business processing outsourcing solutions and services delivery to create and capture
proven, repeatable processes, methodologies, tools and architectures. This ability to build seamless global teams
leveraging the right professionals with the right skills for each task enables Accenture to provide a complete end-to-end
capability, with consistent Accenture processes around the globe. With deep expertise in a range of hardware and
software technologies, these professionals build, deploy and maintain technology-based solutions, focusing on
application development, systems administration work and software maintenance. Client teams leverage our Global
Delivery Network to deliver comprehensive, large-scale and customized solutions in less time than would be required to
build them from the ground up.

      We continue to expand and enhance our Global Delivery Network, which we believe is a competitive differentiator
for us. In fiscal 2005 we initiated a program to significantly expand our Global Delivery Network by, among other
things, increasing our activities in the application outsourcing area and recruiting actively in key locations of our
network, including in India, China and Philippines. As of August 31, 2005, we had more than 35,000 people in our
network globally, a net increase of approximately 12,000 people in fiscal 2005.

Alliances

      We have sales and delivery alliances with companies whose capabilities complement our own, either by enhancing
a service offering, delivering a new technology or helping us extend our services to new geographies. By combining our
alliance partners’ products and services with our own capabilities and expertise, we create innovative, high-value
business solutions for our clients. Some alliances are specifically aligned with one of our service lines, thereby adding
skills, technology and insights that are applicable across many of the industries we serve. Other alliances extend and
enhance our offerings specific to a single industry group.

      Almost all of our alliances are non-exclusive. Although individual alliance agreements do not involve direct
payments to us that are material to our business, overall our alliance relationships generate revenues for us from
services for implementing our alliance partners’ products and our related services.
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Research and Innovation

      We are committed to developing leading-edge ideas, as we believe that both research and innovation have been
major factors in our success and will help us continue to grow in the future. We use our investment in research and
development—on which we spent $243 million, $272 million and $250 million in fiscal years 2005, 2004 and 2003,
respectively—to help create, commercialize and disseminate innovative business strategies and technology.

      Our research and innovation program is designed to generate early insights into how knowledge can be harnessed to
create innovative business solutions for our clients and to develop business strategies with significant value. A key
component of this is our research and development organization, Accenture Technology Labs, which identifies and
develops new technologies that we believe will be the drivers of our clients’ growth and enable them to be first to
market with unique capabilities. We also promote the creation of knowledge capital and thought leadership through the
Accenture Institute for High Performance Business. In addition, we spend a significant portion of our research and
development resources directly through our operating groups and our consulting, technology and outsourcing
capabilities to develop market-ready solutions for our clients.

Employees

      Our most important asset is our people, and we are deeply committed to the development of our employees. Our
professionals receive extensive and focused technical and managerial skills development training appropriate for their
roles and levels within our company. We seek to reinforce our employees’ commitments to our clients, culture and
values through a comprehensive performance review system and a competitive career philosophy that rewards
individual performance and teamwork. We strive to maintain a work environment that reinforces our owner-operator
culture and the collaboration, motivation, alignment of interests and sense of ownership and reward that this culture has
fostered.

      As of August 31, 2005, we had more than 123,000 employees worldwide.

Competition

      We operate in a highly competitive and rapidly changing global marketplace and compete with a variety of
organizations that offer services competitive with those we offer. Our competitors range from large global firms,
including the services arms of large global technology providers, to management consulting firms, information
technology services providers and application service providers. Additionally, in certain geographic markets and
industries we occasionally compete with smaller service providers who have a specific focus and competitive market
position in that geographic market or who focus on service- or industry-specific niches. In addition, a client may choose
to use its own resources rather than engage an outside firm for the types of services we provide.

      Our revenues are derived primarily from Fortune Global 500 and Fortune 1000 companies, medium-sized
companies, governments, government agencies and other large enterprises. We believe that the principal competitive
factors in the industries in which we compete include:

 • skills and capabilities of people;
 

 • innovative service and product offerings;
 

 • perceived ability to add value;
 

 • reputation and client references;
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 • price;
 

 • scope of services;
 

 • service delivery approach;
 

 • technical and industry expertise;
 

 • quality of services and solutions;
 

 • ability to deliver results on a timely basis;
 

 • availability of appropriate resources; and
 

 • global reach and scale.

      Our clients typically retain us on a non-exclusive basis.

Intellectual Property

      Our success has resulted in part from our proprietary methodologies, software, reusable knowledge capital, assets
and other intellectual property rights. We rely upon a combination of nondisclosure and other contractual arrangements
as well as upon trade secret, copyright, patent and trademark laws to protect our intellectual property rights and the
rights of third parties from whom we license intellectual property. We have promulgated policies related to
confidentiality and ownership and to the use and protection of our intellectual property and that owned by third parties,
and we also enter into agreements with our employees as appropriate.

      We recognize the increasing value of intellectual property in the marketplace and vigorously create, harvest and
protect our intellectual property. At August 31, 2005, we had 1,241 patent applications pending in the United States and
other jurisdictions and had been issued 171 U.S. patents and 76 non-U.S. patents in, among others, the following areas:
goal-based educational simulation; virtual call centers; hybrid telecommunications networks; development architecture
frameworks; emotion-based voice processing; mobile communications networks; location-based information filtering;
and computerized multimedia asset systems. We intend to continue to vigorously identify, create, harvest and protect
our intellectual property and to leverage our protected, differentiated assets and methodologies to provide superior
value to our clients.

Organizational Structure

      Accenture Ltd is a Bermuda holding company with no material assets other than Class II and Class III common
shares in its subsidiary, Accenture SCA, a Luxembourg partnership limited by shares (“Accenture SCA”). Accenture
Ltd’s only business is to hold these shares and to act as the sole general partner of Accenture SCA. Accenture Ltd owns
a majority voting interest in Accenture SCA. As the general partner of Accenture SCA and as a result of Accenture
Ltd’s majority voting interest in Accenture SCA, Accenture Ltd controls Accenture SCA’s management and operations
and consolidates Accenture SCA’s results in its financial statements. Accenture operates its business through
subsidiaries of Accenture SCA. Accenture SCA generally reimburses Accenture Ltd for its expenses but does not pay
Accenture Ltd any fees.

      Prior to our transition to a corporate structure in fiscal 2001, we operated as a series of related partnerships and
corporations under the control of our partners. In connection with our transition to a corporate structure, our partners
generally exchanged all of their interests in these partnerships and corporations for Accenture Ltd Class A common
shares or, in the case of partners in certain countries, Accenture SCA Class I common shares or exchangeable shares
issued by Accenture

12



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

16 of 137 3/8/2006 5:19 PM

 

Canada Holdings Inc. (“Accenture Canada Holdings”), an indirect subsidiary of Accenture SCA. Generally, partners
who received Accenture SCA Class I common shares or Accenture Canada Holdings Inc. exchangeable shares also
received a corresponding number of Accenture Ltd Class X common shares, which entitle their holders to vote at
Accenture Ltd shareholder meetings but do not carry any economic rights.

      In fiscal 2005, Accenture developed and announced a new, broader career model for its highest-level executives that
recognizes the diversity of roles and responsibilities demonstrated by these employees. This new career framework
replaces internal use of the “partner” title with the more comprehensive “senior executive” title and applies the “senior
executive” title to more than 4,100 of our highest-level employees, including those employees previously referred to as
partners. However, for proper context, we continue to use the term “partner” in this report to refer to those persons who
held the title of partner at the time of our incorporation.

Accenture Ltd Class A Common Shares and Class X Common Shares

      Each Class A common share and each Class X common share of Accenture Ltd entitles its holder to one vote on all
matters submitted to a vote of shareholders of Accenture Ltd. A holder of a Class X common share is not, however,
entitled to receive dividends or to receive payments upon a liquidation of Accenture Ltd.

      Accenture Ltd may redeem, at its option, any Class X common share for a redemption price equal to the par value of
the Class X common share, or $0.0000225 per share. Accenture Ltd has separately agreed not to redeem any Class X
common share of a holder if the redemption would reduce the number of Class X common shares held by that holder to
a number that is less than the number of Accenture SCA Class I common shares or Accenture Canada Holdings Inc.
exchangeable shares held by that holder, as the case may be. Accenture Ltd will redeem Class X common shares upon
the redemption or exchange of Accenture SCA Class I common shares and Accenture Canada Holdings Inc.
exchangeable shares so that the aggregate number of Class X common shares outstanding at any time does not exceed
the aggregate number of Accenture SCA Class I common shares and Accenture Canada Holdings Inc. exchangeable
shares outstanding. Class X common shares are not transferable without the consent of Accenture Ltd.

Accenture SCA Class I Common Shares

      After June 28, 2005, only our partners, former partners and their permitted transferees continue to hold Accenture
SCA Class I common shares. Each Class I common share entitles its holder to one vote on all matters submitted to the
shareholders of Accenture SCA and entitles its holder to dividends and liquidation payments.

      Subject to the transfer restrictions in Accenture SCA’s Articles of Association described below, Accenture SCA is
obligated, at the option of the holder, to redeem any outstanding Accenture SCA Class I common share at any time at a
redemption price per share generally equal to its current market value as determined in accordance with Accenture
SCA’s Articles of Association. Under Accenture SCA’s Articles of Association, the market value of a Class I common
share that is not subject to transfer restrictions will be deemed to be equal to (i) the average of the high and low sales
prices of an Accenture Ltd Class A common share as reported on the New York Stock Exchange (or on such other
designated market on which the Class A common shares trade), net of customary brokerage and similar transaction
costs, or (ii) if Accenture Ltd sells its Class A common shares on the date that the redemption price is determined (other
than in a transaction with any employee or an affiliate or pursuant to a preexisting obligation), the weighted average
sales price of an Accenture Ltd
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Class A common share on the New York Stock Exchange (or on such other market on which the Class A common
shares primarily trade), net of customary brokerage and similar transaction costs. See “—Restrictions on the Transfer of
Certain Accenture Shares—Articles of Association of Accenture SCA—Covered Person Transfer Restrictions” below
for additional information on these transfer restrictions. Accenture SCA may, at its option, pay this redemption price
with cash or by delivering Accenture Ltd Class A common shares on a one-for-one basis. This one-for-one redemption
price and exchange ratio will be adjusted if Accenture Ltd holds more than a de minimis amount of assets (other than its 
interest in Accenture SCA and assets it holds only transiently prior to contributing them to Accenture SCA) or incurs
more than a de minimis amount of liabilities (other than liabilities for which Accenture SCA has a corresponding
liability to Accenture Ltd). We have been advised by our legal advisors in Luxembourg that there is no relevant legal
precedent in Luxembourg quantifying or defining the term “de minimis.” In the event that a question arises in this 
regard, we expect that management will interpret “de minimis” in light of the facts and circumstances existing at the
time in question. At this time, Accenture Ltd does not intend to hold any material assets other than its interest in
Accenture SCA or to incur any material liabilities such that this one-for-one redemption price and exchange ratio would
require adjustment and will disclose any change in its intentions that could affect this ratio. In order to maintain
Accenture Ltd’s economic interest in Accenture SCA, Accenture Ltd generally will acquire additional Accenture SCA
common shares each time additional Accenture Ltd Class A common shares are issued.

Accenture SCA Class II and Class III Common Shares

      On June 28, 2005, Accenture SCA’s shareholders approved certain amendments to the rights of Accenture SCA
Class II common shares held by Accenture Ltd, as well as the creation of a new class of common shares known as
“Class III common shares” into which all Class I common shares held by Accenture Ltd and its affiliates were
reclassified. Accenture SCA Class II common shares and Class III common shares may not be held by any person other
than the general partner of Accenture SCA and its subsidiaries. All Class I common shares that are sold or otherwise
transferred to Accenture Ltd or its subsidiaries will be automatically reclassified into Class III common shares.

      The amendments to the Class II common shares, the creation of Class III common shares (and all lettered sub-series
of that class) and the reclassification of all Class I common shares held or to be held by Accenture Ltd and its
subsidiaries have no effect on the computation of Accenture Ltd’s earnings per share.

      Accenture SCA Class II common shares and Class III common shares (or any lettered sub-series of that class) are
not entitled to any cash dividends. If the Board of Directors of Accenture Ltd authorizes the payment of a cash dividend
on Accenture Ltd’s Class A common shares, Accenture Ltd, as general partner of the Company, will cause Accenture
SCA to redeem Class II common shares and Class III common shares that Accenture Ltd holds to obtain cash needed to
pay dividends on its Class A common shares. At any time that Accenture SCA pays a cash dividend on its Class I
common shares, new Class II common shares and Class III common shares will be issued to the existing holders of
Class II common shares and Class III common shares, in each case having an aggregate value of the amount of any cash
dividends that the holders of those Class II or Class III common shares would have received had they ratably
participated in the cash dividend paid on the Class I common shares.

      Each Class II common share entitles its holder to receive a liquidation payment equal to 10% of any liquidation
payment to which a Class I common share entitles its holder. Each Accenture SCA Class III common share entitles its
holder to receive a liquidation payment equal to 100% of any liquidation payment to which an Accenture SCA Class I
common share entitles its holder.
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Accenture Canada Holdings Inc. Exchangeable Shares

      Subject to the transfer restrictions contained in Accenture Ltd’s bye-laws described below, holders of Accenture
Canada Holdings Inc. exchangeable shares may exchange their shares for Accenture Ltd Class A common shares at any
time on a one-for-one basis. Accenture may, at its option, satisfy this exchange with cash at a price per share generally
equal to the market price of an Accenture Ltd Class A common share at the time of the exchange. Each exchangeable
share of Accenture Canada Holdings Inc. entitles its holder to receive distributions equal to any distributions to which
an Accenture Ltd Class A common share entitles its holder.

Restrictions on the Transfer of Certain Accenture Shares

Accenture Ltd Bye-Laws

      Covered Person Transfer Restrictions. Accenture Ltd’s bye-laws contain transfer restrictions that apply to certain
Accenture partners and former partners who hold Accenture Ltd Class A common shares. We refer to these persons as
“covered persons.” The Accenture Ltd shares covered by the transfer restrictions generally include any Accenture Ltd
Class A common shares beneficially owned by a partner at the time in question and also as of or prior to the initial
public offering of the Accenture Ltd Class A common shares in July 2001. We refer to the shares covered by these
transfer restrictions as “covered shares.” Covered shares are no longer subject to these transfer restrictions upon their
valid transfer by a covered person. Accenture Ltd’s bye-laws provide that each covered person is required, among other
things, to:

 • except as described below, maintain beneficial ownership of his or her covered shares received on or prior to
July 24, 2001 for a period of eight years thereafter;

 

 • maintain beneficial ownership of at least 25% of his or her covered shares received on or prior to July 24, 2001 as
long as he or she is an employee of Accenture; and

 

 • comply with certain additional transfer restrictions imposed by or with the consent of Accenture from time to time,
including in connection with offerings of securities by Accenture Ltd.

      Notwithstanding the transfer restrictions described in the immediately preceding paragraph:

 • Covered persons who continue to be employees of Accenture are permitted to transfer a percentage of the covered
shares received by them on or prior to July 24, 2001 and owned by them as follows:

   

Cumulative percentage of shares   
permitted to be transferred  Years after July 24, 2001

   

10%  1 year
25%  2 years
35%  3 years
45%  4 years
55%  5 years
65%  6 years
75%  7 years

100%  The later of (a) 8 years and (b) end of employment by
Accenture
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 • Covered persons retiring from Accenture at the age of 50 or above are permitted to transfer covered shares they
own on an accelerated basis as follows:

   

  Percentage of remaining
  transfer restricted shares

Age at retirement  permitted to be transferred
   

56 or older  100%
55  87.5%
54  75%
53  62.5%
52  50%
51  37.5%
50  25%

 • In addition, a retired partner who reaches the age of 56 is permitted to transfer any covered shares he or she owns.
Any remaining shares owned by retiring partners for which transfer restrictions are not released on an accelerated
basis will be eligible to be transferred as if the retiring partner continued to be employed by Accenture.

 

 • Covered persons who became disabled before our transition to a corporate structure are permitted to transfer all of
their covered shares. Partners who have become disabled since our transition to a corporate structure are subject to
the general transfer restrictions applicable to employees or, if disabled after the age of 50, benefit from the
accelerated lapses of transfer restrictions applicable to retired partners.

      All transfer restrictions applicable to a covered person under Accenture Ltd’s bye-laws terminate upon death.

      If Accenture approves in writing a covered person’s pledge of his covered shares to a lender, foreclosures by the
lender on those shares, and any subsequent sales of those shares by the lender, are not restricted, provided that the
lender must give Accenture a right of first refusal to buy any shares at the market price before they are sold by the
lender.

      Notwithstanding the transfer restrictions described in this summary, Accenture Ltd Class X common shares may not
be transferred at any time, except upon the death of a holder of Class X common shares or with the consent of
Accenture Ltd.

      Accenture Canada Holdings Inc. exchangeable shares held by covered persons are also subject to the transfer
restrictions in Accenture Ltd’s bye-laws.

      Term and Amendment. The transfer restrictions in Accenture Ltd’s bye-laws will not terminate unless they have
been previously waived or terminated under the terms of the bye-laws. Amendment of the transfer restrictions in
Accenture Ltd’s bye-laws requires the approval of the Board of Directors of Accenture Ltd and a majority vote of
Accenture Ltd’s shareholders.

      Waivers and Adjustments. The transfer restrictions and the other provisions of Accenture Ltd’s bye-laws may be
waived at any time by the Board of Directors of Accenture Ltd or its designees to permit covered persons to:
 • participate as sellers in underwritten public offerings of common shares and tender and exchange offers and share

purchase programs by Accenture;
 

 • transfer covered shares in family or charitable transfers;
 

 • transfer covered shares held in employee benefit plans; and
 

 • transfer covered shares in particular situations (for example, to immediate family members and trusts).
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      Subject to the foregoing, from time to time, pursuant to the provisions of Accenture Ltd’s bye-laws, the Board of
Directors of Accenture Ltd or its designees may also approve limited relief from the existing share transfer restrictions
for specified partners or groups of partners in connection with particular retirement, employment and severance
arrangements that we determine to be in the best interests of the Company.

      Administration and Resolution of Disputes. The terms and provisions of Accenture Ltd’s bye-laws are administered
by the Board of Directors of Accenture Ltd. The Board of Directors of Accenture Ltd or its designees have the sole
power to enforce the provisions of the bye-laws.

Articles of Association of Accenture SCA

      General. Except in the case of a redemption of Class I common shares or a transfer of Class I common shares to
Accenture Ltd or one of its subsidiaries, Accenture SCA’s Articles of Association provide that Accenture SCA Class I
common shares may be transferred only with the consent of Accenture Ltd, as the general partner of Accenture SCA.

      Covered Person Transfer Restrictions. In addition, Accenture SCA’s Articles of Association also contain transfer
restrictions that apply to certain Accenture partners and former partners who hold Accenture SCA Class I common
shares and are parties to the Accenture SCA transfer rights agreement, including redemptions by Accenture SCA and
purchases by subsidiaries of Accenture Ltd. We refer to these persons as “covered persons.” The shares covered by
these transfer restrictions generally include all Class I common shares owned by a covered person. We refer to the
shares covered by these transfer restrictions as “covered shares.” Covered shares are no longer subject to these transfer
restrictions upon their valid transfer by a covered person. Accenture SCA’s Articles of Association provide that each
covered person is required, among other things, to:

 • except as described below, maintain beneficial ownership of his or her covered shares received on or prior to
July 24, 2001 for a period of eight years thereafter;

 

 • maintain beneficial ownership of at least 25% of his or her covered shares received on or prior to July 24, 2001 as
long as he or she is an employee of Accenture; and

 

 • comply with certain other transfer restrictions when requested to do so by Accenture. See “—Other Restrictions.”

      Notwithstanding the transfer restrictions described in the immediately preceding paragraph:

 • Covered persons who continue to be employees of Accenture are permitted to transfer a percentage of the covered
shares received by them on or prior to July 24, 2001 and owned by them commencing on July 24, 2002 as follows:

   

Cumulative percentage of shares   
permitted to be transferred  Years after July 24, 2001

   

35%  3 years
45%  4 years
55%  5 years
65%  6 years
75%  7 years

100%  The later of (a) 8 years and (b) end of employment by
Accenture

 • Covered persons retiring at the age of 50 or above or who become disabled are granted accelerations of these
provisions on terms identical to those applicable to Accenture Ltd
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 Class A common shares held by covered persons and described under “—Accenture Ltd Bye-laws—Transfer
Restrictions” above.

      All transfer restrictions applicable to a covered person under Accenture SCA’s Articles of Association terminate
upon death.

      Term and Amendment. The transfer restrictions contained in Accenture SCA’s Articles of Association will not
terminate unless they have been previously waived or terminated under the terms of the Articles of Association.
Amendment of the transfer restrictions in Accenture SCA’s Articles of Association requires the consent of Accenture
SCA’s general partner and the approval at a general meeting of shareholders.

      Other Restrictions. In addition to the foregoing, all holders of Class I common shares are precluded from having
their shares redeemed by Accenture SCA or transferred to Accenture SCA, Accenture Ltd or a subsidiary of Accenture
Ltd at any time or during any period when Accenture SCA determines, based on the advice of counsel, that there is
material non-public information that may affect the average price per share of Accenture Ltd Class A common shares, if
the redemption would be prohibited by applicable law, during an underwritten offering due to an underwriters lock-up
or during the period from the announcement of a tender offer by Accenture SCA or its affiliates for Accenture SCA
Class I common shares until the expiration of ten business days after the termination of the tender offer (other than to
tender the holder’s Accenture SCA Class I common shares in the tender offer).

      Administration and Resolution of Disputes. The terms and provisions of Accenture SCA’s Articles of Association
are administered by the supervisory board of Accenture SCA, which consists of at least three members, each elected by
a simple majority vote of each general meeting of shareholders of Accenture SCA.

Expiration of the Share Management Plan

      In April 2002 we introduced our Share Management Plan for partners. Coupled with the transfer restrictions
imposed on our partners in connection with our transition to a corporate structure, our Share Management Plan
transactions and programs have been effective in increasing our public float and broadening the ownership of Accenture
Ltd Class A common shares, while providing for the orderly entry of our shares held by our partners, former partners
and their permitted transferees into the market. On July 24, 2005, certain restrictions contained in Accenture Ltd’s
bye-laws and Accenture SCA’s Articles of Association that provided the basis for our Share Management Plan expired.
For more historical information about the Share Management Plan, see the “Certain Transactions and Relationships”
section in our Annual Report on Form 10-K for the fiscal year ended August 31, 2004 filed with the SEC on
November 5, 2004.

Accenture Senior Executive Trading Policy

      In July 2005, we implemented a Senior Executive Trading Policy applicable to our senior executives which
provides, among other things, that all covered shares available for transfer under the covered person transfer restrictions
will be subject to quarterly trading guidelines. These guidelines seek to limit the total number of these shares redeemed,
sold or otherwise transferred in any calendar quarter to no more than a composite average weekly volume of trading in
Accenture Ltd Class A common shares. As of October 24, 2005, the covered shares remaining subject to these
additional quarterly guidelines represented approximately 55% of the total covered shares outstanding. The Senior
Executive Trading Policy also prohibits senior executives from trading in any Accenture equity during any
company-designated black-out period. We expect to rigorously enforce this policy.
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However, sanctions under this policy may be prospective in nature and there can be no guarantee that we can prohibit
all individual transfers that may be attempted in breach of this policy. The Senior Executive Trading Policy was
implemented, in part, due to the expiration of the Share Management Plan. Since July 24, 2005, holders of covered
shares have been able to individually execute sales, redemptions or dispositions of those shares that are free of transfer
restrictions and, in the case of our senior executives, in compliance with the quarterly trading guidelines contained in
the Senior Executive Trading Policy.

Risk Factors

Risks That Relate to Our Business

 Our results of operations are materially affected by economic and political conditions, levels of business activity
and rates of change in the industries we serve, as well as by the pace of technological change and the type and
level of technology spending by our clients.

      Uncertain global economic and political conditions continue to affect many of our clients’ businesses and the
markets they serve. Natural disasters, political disruptions or uncertainties, and terrorist attacks—such as those of recent
years in the United States, Spain and England—and regional and international armed conflicts have the potential to
adversely affect our clients’ levels of business activity and precipitate sudden significant changes in regional and global
economic conditions and cycles. A significant or prolonged economic downturn could have a material adverse effect on
our results of operations. In addition, our business tends to lag behind economic cycles and, consequently, the benefits
of any economic recovery to our business may take longer to realize.

      Our business is also dependent, in part, upon continued growth in the use of technology in business by our clients
and prospective clients and their customers and suppliers. The growth in the use of technology slows down in
challenging economic environments. Although a variety of new technologies—including service-oriented architectures,
sensor technologies such as radio frequency identification, and wireless mobility services, among others—have begun
to gain wider acceptance over the past few years, currently there is no single new technology wave that is significantly
stimulating spending. Use of new technology for commerce generally requires the understanding and acceptance of a
new way of conducting business and exchanging information. Companies that have already invested substantial
resources in traditional means of conducting commerce and exchanging information may be particularly reluctant or
slow to adopt a new approach that may make some of their existing personnel, processes and infrastructures obsolete.

 Our business will be negatively affected if we are not able to anticipate and keep pace with rapid changes in
technology or if growth in the use of technology in business is not as rapid as in the past.

      Our success depends, in part, on our ability to develop and implement management consulting, technology and
outsourcing services and solutions that anticipate and keep pace with rapid and continuing changes in technology,
industry standards and client preferences. We may not be successful in anticipating or responding to these
developments on a timely basis, and our offerings may not be successful in the marketplace. Also, services, solutions
and technologies developed by our competitors may make our service or solution offerings uncompetitive or obsolete.
Any one of these circumstances could have a material adverse effect on our ability to obtain and successfully complete
client engagements.
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 We may face damage to our professional reputation or legal liability if our clients are not satisfied with our
services.

      As a professional services firm, we depend to a large extent on our relationships with our clients and our reputation
for high-caliber professional services and integrity to attract and retain clients. As a result, if a client is not satisfied with
our services or solutions, including those of subcontractors we employ, it may be more damaging in our business than
in other businesses. Negative publicity related to our client relationships, regardless of its accuracy, may further damage
our business by affecting our ability to compete for new contracts. If we fail to meet our contractual obligations or fail
to disclose our financial or other arrangements with our alliance partners, we could be subject to legal liability, loss of
client relationships or reduced economic return. Our exposure may be increased in the case of outsourcing contracts in
which we become more involved in our clients’ operations. Our contracts typically include provisions to limit our
exposure to legal claims relating to our services and the solutions we develop, but these provisions may not protect us
or may not be enforceable in all cases.

 Our engagements with clients may not be profitable or may be terminated by our clients on short notice.

      Unexpected costs, delays or failures to achieve anticipated cost reductions could make our contracts unprofitable.
We have many types of contracts, including time-and-materials contracts, fixed-price contracts and contracts with
features of both of these contract types. Our ability to properly estimate the costs and timing for completing the projects
is critical to the profitability of our contracts. While the risks associated with all of these types of contracts are often
similar, an increasing number of outsourcing contracts entail the coordination of operations, diverse geographic and
competency workforces and geographically distributed service centers, which further complicates the delivery of our
services and increases the magnitude of these risks. On outsourcing engagements, we occasionally hire or transfer to
Accenture employees from our clients and assume responsibility for one or more of our clients’ business processes. Our
pricing, cost and profit margin estimates on outsourcing engagements frequently include anticipated long-term cost
savings from transformational and other initiatives that we expect to achieve and sustain over the life of the outsourcing
engagement. These estimates reflect our best judgment regarding our clients’ costs, as well as the efficiencies of our
methodologies and professionals as we plan to deploy them on projects. Any increased or unexpected costs, delays or
failures to achieve anticipated cost reductions in connection with the performance of these engagements, including
delays caused by factors outside our control, could make these contracts less profitable or unprofitable, which would
have an adverse effect on our profit margin.

      Under many of our contracts, the payment of some or all of our fees is conditioned upon our performance.  We are
increasingly moving away from contracts that are priced solely on a time-and-materials basis and toward contracts that
also include incentives related to factors such as costs incurred, benefits produced, goals attained and adherence to
schedule. For example, we are entering into an increasing number of outsourcing contracts, including business
transformation outsourcing contracts, under which payment of all or a portion of our fees is contingent upon our clients
meeting revenue-enhancement, cost-saving or other contractually defined goals that are increasing in complexity and
often dependent in some measure on our clients’ actual levels of business activity. We estimate that a majority of our
contracts have some fixed-price, incentive-based or other pricing terms that condition some or all of our fees on our
ability to deliver these defined goals. The trend to include greater incentives in our contracts related to additional
revenues generated, costs incurred, benefits produced or our adherence to schedule may increase the variability in
revenues and margins earned on such contracts.

20



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

24 of 137 3/8/2006 5:19 PM

 

      Our contracts can be terminated by our clients with short notice. Our clients typically retain us on a non-exclusive,
engagement-by-engagement basis, rather than under exclusive long-term contracts. A majority of our consulting
engagements are less than 12 months in duration. While our accounting systems identify the duration of our
engagements, these systems do not track whether contracts can be terminated upon short notice and without penalty.
However, we estimate that the majority of our contracts can be terminated by our clients with short notice and without
significant penalty. The advance notice of termination required for contracts of shorter duration and lower revenues is
typically 30 days. Longer-term, larger and more complex contracts generally require a longer notice period for
termination and may include an early termination charge to be paid to us. Additionally, large client projects involve
multiple engagements or stages, and there is a risk that a client may choose not to retain us for additional stages of a
project or that a client will cancel or delay additional planned engagements. These terminations, cancellations or delays
could result from factors unrelated to our work product or the progress of the project, but could be related to business or
financial conditions of the client, changes in client strategies or the economy generally. When contracts are terminated,
we lose the associated revenues and we may not be able to eliminate associated costs in a timely manner. Consequently,
our profit margins in subsequent periods may be lower than expected.

      We may fail to collect amounts extended to clients. In limited circumstances we extend financing to our clients,
which we may fail to collect. A client must meet established criteria to receive financing from us, and any significant
extension of credit requires approval by senior levels of our management. At August 31, 2005, we had extended
$734 million of such financing.

As our work with government clients increases, so does our exposure to various risks inherent in the
government contracting process.

      As we increase the size of our government business, both in terms of size and complexity, we increase our exposure
to various risks inherent in the government contracting process. These risks include, but are not limited to the
following:

 • Government entities typically fund projects through appropriated monies. While these projects are often planned
and executed as multi-year projects, the government entities usually reserve the right to change the scope of or
terminate these projects for lack of approved funding and at their convenience.

 

 • Government entities reserve the right to audit our contract costs, including allocated indirect costs, and conduct
inquiries and investigations of our business practices with respect to our government contracts. If the government
finds that the costs are not reimbursable then we will not be allowed to bill for them, or the cost must be refunded
to the government if it has already been paid to us. Findings from such an audit also may result in our being
required to prospectively adjust previously agreed rates for our work and affect our future margins.

 

 • If a government client discovers improper or illegal activities in the course of audits or investigations, we may
become subject to various civil and criminal penalties and administrative sanctions, which may include termination
of contracts, forfeiture of profits, suspension of payments, fines and suspensions or debarment from doing business
with other agencies of that government. The inherent limitations of internal controls may not prevent or detect all
improper or illegal activities, regardless of their adequacy.

 

 • Government contracts, and the proceedings surrounding them, are often subject to more extensive scrutiny and
publicity than other commercial contracts. The number and terms of new government contracts signed can be
affected significantly by political and economic
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 factors such as pending elections and revisions to governmental tax policies. Negative publicity related to our
government contracts, regardless of its accuracy, may further damage our business by affecting our ability to
compete for new contracts.

      The impact of any of the occurrences or conditions described above could affect not only our business with the
particular government agency involved, but also other agencies of the same or other governmental entities. Depending
on the size of the project or the magnitude of the potential costs, penalties or negative publicity involved, any of these
occurrences or conditions could have a material adverse effect on our business or our results of operations.

Our global operations involve many complex risks, some of which may be beyond our control.

      We have offices in 48 countries around the world and provide services to clients in more than 75 countries. In fiscal
2005, approximately 43% of our revenues before reimbursements were attributable, based upon where client services
are supervised, to our activities in our Americas region, 50% were attributable to our activities in our Europe, Middle
East and Africa region, and 7% were attributable to our activities in our Asia/Pacific region. In addition, our Global
Delivery Network comprises local Accenture professionals working at client sites around the world in tandem with
professionals resident in more than 40 delivery centers around the world.

      As a result, we are subject to a number of risks, including:

      Currency Matters. The percentage of our revenues before reimbursements earned in currencies other than the
U.S. Dollar continues to grow. Consequently, declines in the value of other currencies against the U.S. Dollar may
cause our consolidated earnings stated in U.S. Dollars to be lower than our consolidated earnings in local currency
terms. In some countries, we also remain subject to strict restrictions on the movement of cash and the exchange of
foreign currencies.

      Security Matters. Acts of terrorist violence, armed hostilities and natural disasters pose significant risks to our
people and to physical facilities and operations around the world, whether the facilities are ours or those of our clients.
These events also have the potential to disrupt communications and travel and increase the difficulty of obtaining and
retaining highly skilled and qualified personnel.

      Control Matters. We are often required to manage, utilize and store sensitive or confidential client data. 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,
fines and/or criminal prosecution. Unauthorized disclosure of sensitive or confidential client 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 persons, could result in negative publicity, legal liability and damage to our
reputation.

      Infrastructure Matters. Extended disruptions of electricity, other public utilities or network services at our facilities,
as well as system failures at, or security breaches in, our facilities or systems, could adversely affect our ability to serve
our clients. While we plan and prepare to defend against each of these occurrences, we may be unable to protect our
facilities and systems against all such occurrences.

      Local Legal and Political Matters. Because we provide services to clients in more than 75 countries, we are subject
to numerous, and often competing and conflicting, legal regimes on matters

22



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

26 of 137 3/8/2006 5:19 PM

 

as diverse as import/export controls, content requirements, trade restrictions, tariffs, sanctions, government affairs,
internal and disclosure control obligations, data privacy and labor relations. Violations of these regulations in the
conduct of our business could result in fines, criminal sanctions against the Company or our officers, prohibitions on
doing business and damage to our reputation. Violations of these regulations in connection with the performance of our
obligations to our clients also may result in liability for monetary damages, fines and/or criminal prosecution,
unfavorable publicity, restrictions on our ability to process information and allegations by our clients that we have not
performed our contractual obligations. Due to the varying degrees of development of the legal systems of the countries
in which we operate, local laws may be insufficient to protect our rights.

      The impact of any of the occurrences or conditions described above not only could affect our business in a country
in which they occur but also, depending on the country and the operations we have there, could have a material adverse
effect on our business or results of operations more broadly.

The consulting, technology and outsourcing markets are highly competitive and the pace of consolidation,
as well as vertical integration, among our competitors continues to increase. As a result, we may not be able
to compete effectively if we cannot efficiently respond to these developments in a timely manner.

      The pace of consolidation among our competitors, including vertical integration of hardware and software vendors
and service providers, continues. Some of our competitors have sought access to public and private capital and others
have merged or consolidated with better-capitalized partners. Larger and better-capitalized competitors have enhanced
abilities to compete for clients and skilled professionals. In addition, 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.

      Historically, we have not relied to any material degree on mergers or acquisitions to increase our market share,
revenues, number of market offerings or scope of services. We continue to consider acquisitions that are financially and
operationally compatible with our business. Our limited experience with mergers and acquisitions could affect our
ability to efficiently consummate and/or integrate acquisitions into our ongoing operations. Any of these circumstances
could have an adverse effect on our revenues and profit margin or our ability to grow our business.

If we are unable to attract, retain and motivate employees, we will not be able to compete effectively and will
not be able to grow our business.

      Our success and ability to grow are dependent, in part, on our ability to hire, retain and motivate sufficient numbers
of talented people with the increasingly diverse skills needed to serve clients and grow our business. Competition for
skilled personnel in the global management consulting, technology services and outsourcing industries is intense.
Recruiting, training and retention costs and benefits place significant demands on our resources. The inability to attract
qualified employees in sufficient numbers to meet particular demands or the loss of a significant number of our
employees could have a serious negative effect on us, including our ability to obtain and successfully complete
important client engagements and thus maintain or increase our revenues.

23



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

27 of 137 3/8/2006 5:19 PM

 

Our profitability will suffer if we are not able to maintain our pricing and utilization rates and control our
costs. A continuation of current pricing pressures could result in permanent changes in pricing policies and
delivery capabilities.

      Our profit margin, and therefore our profitability, is largely a function of the rates we are able to recover for our
services and the utilization rate, or chargeability, of our professionals. Accordingly, if we are not able to maintain the
pricing for our services or an appropriate utilization rate for our professionals without corresponding cost reductions,
our profit margin and our profitability will suffer. A continuation of current pricing pressures could result in permanent
changes in pricing policies and delivery capabilities. The rates we are able to recover for our services are affected by a
number of factors, including:
 • our clients’ perceptions of our ability to add value through our services;
 

 • competition;
 

 • introduction of new services or products by us or our competitors;
 

 • pricing policies of our competitors;
 

 • our ability to accurately estimate, attain and sustain engagement revenues, margins and cash flows over
increasingly longer contract periods;

 

 • the use of off-shore resources to provide lower-cost service delivery capabilities by our competitors and our
clients; and

 

 • general economic and political conditions.
      Our utilization rates are also affected by a number of factors, including:
 • seasonal trends, primarily as a result of our hiring cycle;
 

 • our ability to transition employees from completed projects to new engagements;
 

 • our ability to forecast demand for our services and thereby maintain an appropriate headcount in each of our
workforces; and

 

 • our ability to manage attrition.
      Our profitability is also a function of our ability to control our costs and improve our efficiency. As the continuation
of current pricing pressures could result in permanent changes in pricing policies and delivery capabilities, we must
continuously improve our management of costs. Our short-term cost reduction initiatives, which focus primarily on
reducing variable costs, may not be sufficient to deal with all pressures on our pricing and utilization rates. Our
long-term cost reduction initiatives, which focus on global reductions in infrastructure and other costs, rely upon our
successful introduction and coordination of multiple geographic and competency workforces and a growing number of
geographically distributed delivery centers. As we increase the number of our professionals and execute our strategies
for growth, we may not be able to manage significantly larger and more diverse workforces, control our costs or
improve our efficiency.
      Despite increased cost savings, we may continue to experience erosion of operating income as a percentage of
revenues before reimbursements if present trends continue.

Our quarterly revenues, operating results and profitability will vary from quarter to quarter, which may
result in increased volatility of our share price.

      Our quarterly revenues, operating results and profitability have varied in the past and are likely to vary significantly
from quarter to quarter, making them difficult to predict. This may lead to volatility in our share price. The factors that
are likely to cause these variations are:
 • seasonality, including number of workdays and holiday and summer vacations;
 

 • the business decisions of our clients regarding the use of our services;
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 • periodic differences between our clients’ estimated and actual levels of business activity associated with ongoing
engagements;

 

 • the stage of completion of existing projects and/or their termination;
 

 • our ability to transition employees quickly from completed projects to new engagements;
 

 • the introduction of new products or services by us or our competitors;
 

 • changes in our pricing policies or those of our competitors;
 

 • our ability to manage costs, including those for personnel, support services and severance;
 

 • our ability to maintain an appropriate headcount in each of our workforces;
 

 • acquisition and integration costs related to possible acquisitions of other businesses;
 

 • changes in, or the application of changes in, accounting principles or pronouncements under U.S. generally
accepted accounting principles, particularly those related to revenue recognition;

 

 • currency exchange rate fluctuations;
 

 • changes in estimates, accruals or payments of variable compensation to our employees; and
 

 • global, regional and local economic and political conditions and related risks, including acts of terrorism.

We continue to achieve greater percentages of revenues and growth through outsourcing. This continued
outsourcing growth could result in higher concentrations of revenues and contributions to income from a
smaller number of our larger clients on customized outsourcing solutions or, in the case of our
more-standardized business process outsourcing services, from larger numbers of clients for whom we
provide these more-standardized services. As our outsourcing business continues to grow, we may continue
to experience increased pressure on our overall margins, particularly during the early stages of new
outsourcing contracts.

      We continue to achieve a greater percentage of our revenues and growth through business transformation
outsourcing, our approach that combines outsourcing with our other capabilities to help clients transform and outsource
key processes, applications and infrastructure to improve business performance. This strategy could result in higher
concentrations of revenues and contributions to income from a smaller number of larger clients on customized
outsourcing solutions or from larger numbers of clients for whom we provide more-standardized services and solutions.

      Outsourcing contracts typically have longer terms than consulting contracts and generally have lower gross margins
than consulting contracts, particularly in the first year. As our outsourcing business continues to grow, we may
experience increased pressure on our overall gross margins, particularly during the early stages of new outsourcing
contracts.

On certain complex engagements where we partner with third parties, our ability to perform may be
adversely affected if these third parties cannot deliver their contributions in a timely manner. Clients are
increasingly demanding that we guarantee the performance of these third parties, whom we do not control.

      Increasingly large and complex arrangements often require that our products and services incorporate or coordinate
with the software, systems or infrastructure requirements of other vendors
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and service providers. Our ability to serve our clients or deliver and implement our solutions in a timely manner may
depend on the ability of these vendors and service providers to meet their project milestones in a timely manner. If these
third parties fail to deliver their contributions on time or at all, our ability to perform may be adversely affected, which
could have a material adverse effect on our business, revenues, profitability or cash flow.

      Some engagements are complex and may require unique structures and alliances. We will continue to manage
liabilities or risks on such engagements through rigorous transaction review, but we expect that clients may increasingly
demand that we assume certain additional contractual obligations and potential, but reimbursable, liabilities for the
performance of our business partners, whom we do not control.

We may be exposed to potential risks if we are unable to maintain effective internal controls.

      If we cannot maintain and execute adequate internal control over financial reporting or implement required new or
improved controls that provide reasonable assurance of the reliability of the financial reporting and preparation of our
financial statements for external use, we may suffer harm to our reputation, fail to meet our public reporting
requirements on a timely basis, or be unable to properly report on our business and the results of our operations. As a
consequence, there could be a material adverse effect on the market price of our securities. Finally, the inherent
limitations of internal control over financial reporting may not prevent or detect all misstatements or fraud, regardless of
the adequacy of those controls.

Tax legislation, future legislation and negative publicity related to Bermuda companies may lead to an
increase in our tax burden or affect our relationships with our clients.

      Last year the United States Congress enacted legislation relating to the tax treatment of U.S. companies that have
undertaken certain types of expatriation transactions. We do not believe this legislation applies to Accenture. However,
we are not able to predict with certainty whether the U.S. Internal Revenue Service will challenge our interpretation of
the legislation. Nor are we able to predict with certainty the impact of regulations or other interpretations that might be
issued related to this legislation. Future developments or the finalization of regulations or interpretations could
materially increase our tax expense.

      Other legislative proposals related to certain foreign corporations have been enacted in various jurisdictions in the
United States, none of which adversely affects Accenture. Additional legislative proposals remain under consideration
in various legislatures which, if enacted, could limit or even prohibit our eligibility to be awarded state or Federal
government contracts in the United States in the future.

      In addition, there have been, from time to time, negative comments in the media regarding companies incorporated
in Bermuda. This negative publicity could harm our reputation and impair our ability to generate new business if
companies or government agencies decline to do business with us as a result of a negative public image of Bermuda
companies or the possibility of our clients receiving negative media attention from doing business with us.

Our services or solutions may infringe upon the intellectual property rights of others.

      We cannot be sure that our services and solutions, or the solutions of others that we offer to our clients, do not
infringe on the intellectual property rights of third parties, and we may have infringement claims asserted against us or
against our clients. These claims may harm our reputation,
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cost us money and prevent us from offering some services or solutions. Historically in our contracts, we have generally
agreed to indemnify our clients for any expenses or liabilities resulting from claimed infringements of the intellectual
property rights of third parties. In some instances, the amount of these indemnities may be greater than the revenues we
receive from the client. Any claims or litigation in this area, whether we ultimately win or lose, could be
time-consuming and costly, injure our reputation or require us to enter into royalty or licensing arrangements. We may
not be able to enter into these royalty or licensing arrangements on acceptable terms.

We have only a limited ability to protect our intellectual property rights, which are important to our success.

      Our success depends, in part, upon our ability to protect our proprietary methodologies and other intellectual
property. Existing laws of some countries in which we provide services or solutions may offer only limited protection
of our intellectual property rights. We rely upon a combination of trade secrets, confidentiality policies, nondisclosure
and other contractual arrangements, and patent, copyright and trademark laws to protect our intellectual property rights.
The steps we take in this regard may not be adequate to prevent or deter infringement or other misappropriation of our
intellectual property, and we may not be able to detect unauthorized use of, or take appropriate and timely steps to
enforce, our intellectual property rights.

      Depending on the circumstances, we may be required to grant a specific client greater rights in intellectual property
developed in connection with an engagement than we otherwise generally do, in which case we would seek to
cross-license the use of the intellectual property. However, in very limited situations, we forego rights to the use of
intellectual property we help create, which limits our ability to reuse that intellectual property for other clients. Any
limitation on our ability to provide a service or solution could cause us to lose revenue-generating opportunities and
require us to incur additional expenses to develop new or modified solutions for future projects.

If our alliances do not succeed, we may not be successful in implementing our growth strategy.

      Our alliances are an important component of our growth strategy. If these relationships do not succeed, we may fail
to obtain the benefits we hope to derive from these endeavors. Similarly, we may be adversely affected by the failure of
one or more of our alliances, which could lead to reduced marketing exposure, diminished sales and a decreased ability
to develop and gain access to solutions. As most of our alliance relationships are non-exclusive, our alliance partners
are not prohibited from forming closer or preferred arrangements with our competitors. Poor performance or failures of
our alliances could have a material adverse effect on our growth strategy, which, in turn, could adversely affect our
financial condition and results of operations.

Risks That Relate to Ownership of Our Class A Common Shares

The share price of Accenture Ltd Class A common shares may be adversely affected from time to time by
sales, or the anticipation of future sales, of Class A common shares held by our employees and former
employees.

      Our employees and former employees continue to hold significant numbers of Accenture Ltd Class A common
shares, restricted share units and options, as well as other classes of stock of our subsidiaries that are exchangeable or
redeemable for Accenture Ltd Class A common shares.
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Shares previously received in connection with our transition to a corporate structure

 • As of October 24, 2005, substantial numbers of shares previously received in connection with our transition to a
corporate structure were still held by certain of our partners, former partners and their permitted transferees. These
shares remain directly or indirectly subject to provisions of our various charter documents permitting sales or
dispositions of these shares in increasing amounts annually through July 2009 and, in the case of senior executives
holding these shares, for so long as they remain employed by us. Accenture SCA Class I common shares and
Accenture Canada Holdings Inc. exchangeable shares are redeemable or exchangeable, respectively. Upon any
request for redemption or exchange, we have the option of honoring such requests through cash settlement or the
issuance of a comparable number of our Class A common shares. For a more detailed description of these
provisions in our charter documents relating to these shares, see “Business—Accenture Organizational Structure.”

Based on current partner demographics, the shares received in connection with our transition to a corporate structure
and still held by certain of our partners, former partners and their permitted transferees become available for transfer as
follows:
         

    Number of Accenture SCA
    Class I common shares and
  Number of Accenture Ltd  Accenture Canada Holdings Inc.
Available for Transfer  Class A common shares  exchangeable shares

     

Currently   15,208,674   38,404,234 
July 24, 2006   11,761,529   34,024,001 
July 24, 2007   13,573,031   35,231,866 
July 24, 2008   13,418,255   32,962,054 
July 24, 2009   40,022,593   69,699,697 

Later of July 24, 2009 or end of
employment with Accenture   26,903,037   75,402,582 

 We may waive the provisions of our charter documents applicable to these shares to permit earlier transfers of
these shares in transactions, such as issuer tender offers or secondary offerings, that we approve. From time to
time, we may also approve limited relief from these provisions for specified partners or groups of partners in
connection with particular retirement, employment and severance arrangements that we determine to be important
to be in the best interests of the Company.

 • In July 2005, we implemented a Senior Executive Trading Policy applicable to our senior executives which
provides, among other things, that all shares covered by the transfer restrictions contained in our various charter
documents and still held by our senior executives and available for transfer will also be subject to quarterly trading
guidelines. These guidelines seek to limit the total number of these shares redeemed, sold or otherwise transferred
in any calendar quarter to no more than a composite average weekly volume of trading in Accenture Ltd Class A
common shares. As of October 24, 2005, the shares covered by the transfer restrictions contained in our various
charter documents and subject to these additional quarterly guidelines represented approximately 55% of the
shares identified in the table above. We expect to rigorously enforce this policy. However, sanctions under this
policy may be prospective in nature and there can be no guarantee that we can prohibit all individual transfers that
may be attempted in breach of this policy.

The Senior Executive Trading Policy was implemented, in part, due to the expiration on July 24, 2005 of our Share
Management Plan for partners and the charter provisions we used to create and facilitate that plan. Since July 24, 2005,
holders of these shares have been able
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to individually execute sales, redemptions or dispositions of those shares that are no longer subject to these charter
provisions and, in the case of our senior executives, in compliance with the quarterly trading guidelines contained in the
Senior Executive Trading Policy.

Shares to be received under our 2001 Share Incentive Plan:

 • As of October 24, 2005, a total of 45,908,467 of our Class A common shares underlying restricted share units
generally were scheduled to be delivered during the calendar years indicated below:

       

Number of Shares  Calendar Year
   

 67,061   2005 
 3,837,895   2006 
 7,923,042   2007 
 5,470,960   2008 
 11,892,961   2009 
 16,716,548   After 2009 

 The delivery of some of these shares may be deferred based on elections made by the holders.

 • In addition, as of October 24, 2005, a total of 71,524,857 Accenture Ltd Class A common shares were issuable
pursuant to options, of which options to purchase an aggregate of 49,613,015 Class A common shares were
exercisable and options to purchase an aggregate of 21,911,842 Class A common shares generally will become
exercisable during the calendar years indicated below:

       

Number of Shares  Calendar Year
   

 101,072   2005 
 10,486,396   2006 
 11,324,374   After 2006 

We may need additional capital in the future, and this capital may not be available to us. The raising of
additional capital may dilute shareholders’ ownership in us.

      We may need to raise additional funds through public or private debt or equity financings in order to:

 • take advantage of opportunities, including more rapid expansion;
 

 • acquire complementary businesses or technologies;
 

 • develop new services and solutions; or
 

 • respond to competitive pressures.

      Any additional capital raised through the sale of equity may dilute shareholders’ ownership percentage in us.
Furthermore, any additional financing we may need may not be available on terms favorable to us, or at all.
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We are registered in Bermuda and a significant portion of our assets are located outside the United States.
As a result, it may not be possible for shareholders to enforce civil liability provisions of the Federal or state
securities laws of the United States.

      We are organized under the laws of Bermuda, and a significant portion of our assets are located outside the United
States. It may not be possible to enforce court judgments obtained in the United States against us in Bermuda or in
countries other than in the United States where we have assets based on the civil liability provisions of the Federal or
state securities laws of the United States. In addition, there is some doubt as to whether the courts of Bermuda and other
countries would recognize or enforce judgments of U.S. courts obtained against us or our directors or officers based on
the civil liabilities provisions of the Federal or state securities laws of the United States or would hear actions against us
or those persons based on those laws. We have been advised by our legal advisors in Bermuda that the United States
and Bermuda do not currently have a treaty providing for the reciprocal recognition and enforcement of judgments in
civil and commercial matters. Therefore, a final judgment for the payment of money rendered by any Federal or state
court in the United States based on civil liability, whether or not based solely on U.S. Federal or state securities laws,
would not automatically be enforceable in Bermuda. Similarly, those judgments may not be enforceable in countries
other than in the United States where we have assets.

Bermuda law differs from the laws in effect in the United States and may afford less protection to
shareholders.

      Our shareholders may have more difficulty protecting their interests than would shareholders of a corporation
incorporated in a jurisdiction of the United States. As a Bermuda company, we are governed by the Companies Act
1981 of Bermuda. The Companies Act differs in some material respects from laws generally applicable to
U.S. corporations and shareholders, including the provisions relating to interested directors, mergers and acquisitions,
takeovers, shareholder lawsuits and indemnification of directors.

      Under Bermuda law, the duties of directors and officers of a company are generally owed to the company only.
Shareholders of Bermuda companies do not generally have rights to take action against directors or officers of the
company, and may only do so in limited circumstances. Officers of a Bermuda company must, in exercising their
powers and performing their duties, act honestly and in good faith with a view to the best interests of the company and
must exercise the care and skill that a reasonably prudent person would exercise in comparable circumstances. Directors
have a duty not to put themselves in a position in which their duties to the company and their personal interests may
conflict and also are under a duty to disclose any personal interest in any contract or arrangement with the company or
any of its subsidiaries. If a director or officer of a Bermuda company is found to have breached his duties to that
company, he may be held personally liable to the company in respect of that breach of duty. A director may be liable
jointly and severally with other directors if it is shown that the director knowingly engaged in fraud or dishonesty. In
cases not involving fraud or dishonesty, the liability of the director will be determined by the Bermuda courts on the
basis of their estimation of the percentage of responsibility of the director for the matter in question, in light of the
nature of the conduct of the director and the extent of the causal relationship between his conduct and the loss suffered.
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ITEM 2. PROPERTIES

      We have major offices in the world’s leading business centers, including New York, London, Frankfurt, Paris,
Madrid, Chicago, Milan, Tokyo, Dallas, San Francisco, Sydney, Los Angeles and Boston, among others. In total, we
have offices in more than 110 cities in 48 countries around the world. We do not own any material real property.
Substantially all of our office space is leased under long-term leases with varying expiration dates. We believe that our
facilities are adequate to meet our needs in the near future.

ITEM 3. LEGAL PROCEEDINGS

      We are involved in a number of judicial and arbitration proceedings concerning matters arising in the ordinary
course of our business. We do not expect that any of these matters, individually or in the aggregate, will have a material
impact on our results of operations or financial condition.

      As previously reported in July 2003, we became aware of an incident of possible noncompliance with the Foreign
Corrupt Practices Act and/or with Accenture’s internal controls in connection with certain of our operations in the
Middle East. In 2003, we voluntarily reported the incident to the appropriate authorities in the United States promptly
after its discovery. Shortly thereafter, the SEC advised us it would be undertaking an informal investigation of this
incident, and the U.S. Department of Justice indicated it would also conduct a review. Since that time, there have been
no further developments. We do not believe that this incident will have any material impact on our results of operations
or financial condition.

      We currently maintain the types and amounts of insurance customary in the industries and countries in which we
operate, including coverage for professional liability, general liability and management liability. We consider our
insurance coverage to be adequate both as to the risks and amounts for the businesses we conduct.

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

      No matters were submitted to a vote of security holders of Accenture Ltd during the fourth quarter of fiscal 2005.
For a summary of matters submitted to a vote of security holders of Accenture SCA, our subsidiary, during the fourth
quarter of fiscal 2005, please see “Business—Organizational Structure” in this Annual Report on Form 10-K and
Accenture SCA’s Quarterly Report on Form 10-Q for the fiscal quarter ended May 31, 2005 filed with the SEC on
July 11, 2005.
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Executive Officers of the Registrant

      Martin I. Cole, 49, has been our Chief Executive—Government Operating Group since September 2004. From
September 2000 to August 2004, he served in leadership roles in our outsourcing group, including serving as Global
Managing Partner of our Outsourcing & Infrastructure Delivery group. Mr. Cole has been with Accenture for 25 years.

      Joellin Comerford, 53, has been our Chief Executive—Outsourcing & BPO Businesses since September 2004. She
was Chief Executive—Outsourcing Operations from February 2004 to September 2004 and our Group Director—Sales
Development from March 2003 to February 2004. From September 2002 to March 2003, she was managing partner of
Corporate Development in the Americas. From September 2000 to August 2002, Ms. Comerford was managing partner
of Ventures & Alliances in our Communications & High Tech operating group. Ms. Comerford has been with
Accenture for 28 years.

      Anthony G. Coughlan, 48, has been our Principal Accounting Officer since September 2004 and our Controller
since September 2001. From September 2000 to September 2001, Mr. Coughlan was co-managing partner of our
Central Finance group. Mr. Coughlan has been with Accenture for 27 years.

      Karl-Heinz Flöther, 53, has been our Chief Executive—Technology & Delivery since May 2005. From December
1999 to May 2005 he was our Chief Executive—Financial Services Operating Group. In addition, Mr. Flöther served as
one of our directors from June 2001 to February 2003. Mr. Flöther has been with Accenture for 26 years.

      Mark Foster, 46, has been our Chief Executive—Products Operating Group since March 2002. From September
2000 to March 2002 he was managing partner of our Products operating group in Europe. Mr. Foster has been with
Accenture for 21 years.

      Robert N. Frerichs, 53, has been our Chief Quality & Risk Officer since September 2004. From November 2003 to
September 2004, he was chief operating officer of our Communication & High Tech operating group. From August
2001 to November 2003, he led the market maker team for our Communications & High Tech operating group. Prior to
these roles, Mr. Frerichs held numerous leadership positions within our Communications & High Tech operating group.
Mr. Frerichs has been with Accenture for 29 years.

      William D. Green, 52, has been our Chief Executive Officer and Chairman of our Executive Leadership Team
since September 2004 and a director since June 2001. From March 2003 to August 2004 he was our Chief Operating
Officer—Client Services, and from August 2000 to August 2004 he was our Country Managing Director, United States.
Mr. Green has been with Accenture for 27 years.

      Adrian Lajtha, 48, has been our Chief Executive—Financial Services Group since May 2005. From February 2000
to May 2005 he was managing partner of our Financial Services operating group in the United Kingdom and Ireland.
Mr. Lajtha has been with Accenture for 26 years.

      Michael G. McGrath, 59, has been our Chief Financial Officer since July 2004. From November 2001 to July
2004 he was our Chief Risk Officer. He was our Treasurer from June 2001 to November 2001. From September 1997 to
June 2001, Mr. McGrath was our Chief Financial Officer. Mr. McGrath has been with Accenture for 32 years.

      Stephen J. Rohleder, 48, has been our Chief Operating Officer since September 2004. From March 2003 to
September 2004, he was our Chief Executive—Government Operating Group. From March 2000 to March 2003, he
was managing partner of our Government operating group in the United States. Mr. Rohleder has been with Accenture
for 24 years.
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      Douglas G. Scrivner, 54, has been our General Counsel and Secretary since January 1996 and our Compliance
Officer since September 2001. Mr. Scrivner has been with Accenture for 25 years.

      David C. Thomlinson, 49, has been our Chief Executive—Resources Operating Group since June 2003. From
April 2002 to April 2003, he was managing partner of our Resources operating group in the EMEA region
(encompassing Europe, the Middle East and Africa) and in Latin America. From April 2001 to April 2002, he was
managing partner of the Utilities industry group in North America. From 1998 to April 2001, Mr. Thomlinson was
responsible globally for the lines of business operations within the Utilities industry group and managing partner of the
Utilities industry group in the EMEA region. Mr. Thomlinson has been with Accenture for 19 years.

      Diego Visconti, 56, has been our Chief Executive—Communications & High Tech Operating Group since March
2003. From 1995 to March 2003, he was responsible for our Communications & High Tech operating group in Europe
and Latin America. From 1997 until May 2002, he was also the Country Managing Partner of our Italy practice. In
addition, Mr. Visconti served as one of our directors from July 2001 to February 2003. Mr. Visconti has been with
Accenture for 29 years.

PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED SHAREHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Price Range of Accenture Ltd Class A Common Shares

      Accenture Ltd Class A common shares are traded on the New York Stock Exchange under the symbol “ACN.” The
New York Stock Exchange is the principal United States market for these shares.

      The following table sets forth, on a per share basis for the periods indicated, the high and low sale prices for the
Class A common shares as reported by the New York Stock Exchange.
         

  Price Range
   

  High  Low
     

Fiscal 2004         
First Quarter  $ 25.37  $ 21.00 
Second Quarter  $ 26.95  $ 21.85 
Third Quarter  $ 25.91  $ 22.61 
Fourth Quarter  $ 28.10  $ 23.25 
Fiscal 2005         
First Quarter  $ 27.58  $ 22.61 
Second Quarter  $ 27.60  $ 24.39 
Third Quarter  $ 25.97  $ 21.00 
Fourth Quarter  $ 25.70  $ 22.20 
Fiscal 2006         
First Quarter (through October 24, 2005)  $ 26.94  $ 24.45 

      The closing sale price of the Accenture Ltd Class A common shares as reported by the New York Stock Exchange
consolidated tape as of October 24, 2005 was $26.48. As of October 24, 2005, there were 1,699 holders of record of the
Class A common shares.

      There is no trading market for the Accenture Ltd Class X common shares. As of October 24, 2005 there were 1,842
holders of record of the Class X common shares.
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Dividend Policy

      From our incorporation in 2001 through the end of fiscal 2005, neither Accenture Ltd nor Accenture SCA declared
or paid any cash dividends on any class of equity.

      On October 6, 2005, Accenture Ltd declared a cash dividend of $0.30 per share on its Class A common shares for
shareholders of record at the close of business on October 17, 2005. Accenture Ltd will cause Accenture SCA to declare
a cash dividend of $0.30 per share on its Class I common shares for shareholders of record at the close of business on
October 12, 2005. Both dividends are to be payable on November 15, 2005.

      Future dividends on the Accenture Ltd Class A common shares, if any, will be at the discretion of the Board of
Directors of Accenture Ltd and will depend on, among other things, our results of operations, cash requirements and
surplus, financial condition, contractual restrictions and other factors that the Board of Directors may deem relevant, as
well as our ability to pay dividends in compliance with the Bermuda Companies Act.

Recent Sales of Unregistered Securities

      None.

      Information regarding securities authorized for issuance under our equity compensation plans can be found under
“Security Ownership of Certain Beneficial Owners and Management—Equity Compensation Plan Information.”

Purchases of Common Shares

      The following table provides information relating to the Company’s purchases of Accenture Ltd Class A common
shares and redemptions of Accenture Ltd Class X common shares for the fourth quarter of fiscal 2005. For year-to-date
information on all share purchases, redemptions and exchanges by the Company and further discussion of the
Company’s share purchase activity, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Liquidity and Capital Resources—Share Purchases and Redemptions.”
                  

        Approximate Dollar
        Value of Shares
      Total Number of  that May Yet Be
      Shares Purchased as  Purchased Under
    Average  Part of Publicly  Publicly
  Total Number of  Price Paid  Announced Plans or  Announced Plans
Period  Shares Purchased  per Share  Programs(1)(2)  or Programs

         

  (In thousands, except share and per share amounts)
June 1, 2005—June 30,

2005                 
 Class A common shares   2,547  $ 23.28   —  $ 761,087 
 Class X common shares   17,982,839  $ 0.0000225   —   — 
July 1, 2005—July 31, 2005                 
 Class A common shares   379,597  $ 24.36   99,196  $ 758,673 
 Class X common shares   —   —   —   — 
Aug. 1, 2005—Aug. 31,

2005                 
 Class A common shares   2,290,350  $ 25.19   2,072,347  $ 706,286 
 Class X common shares   2,817,258  $ 0.0000225   —   — 
Total                 

 
Class A common

shares(1)(2)(3)   2,672,494  $ 25.07   2,171,543     
 Class X common shares(4)  20,800,097  $ 0.0000225   —     
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(1) Since April 2002, the Board of Directors of Accenture Ltd has authorized and periodically confirmed a publicly announced open-market share purchase program
for acquiring Accenture Ltd Class A common shares. During the fourth quarter of fiscal 2005, 1,977,500 Accenture Ltd Class A common shares were purchased
under this program. To date, the Board of Directors of Accenture Ltd has authorized an aggregate of $1.6 billion for use in these open-market share purchases. At
August 31, 2005, an aggregate of $581 million remained available for these open-market share purchases. The open-market purchase program does not have an
expiration date.

(2) In July 2002, we publicly announced our RSU Sell-Back Program, whereby we offer to purchase Accenture Ltd Class A common shares awarded to employees
pursuant to restricted share units issued in connection with our initial public offering. The Board of Directors of Accenture Ltd has authorized funds for this
purpose, and $181 million was set aside under this program. During the fourth quarter of fiscal 2005, 193,043 Accenture Ltd Class A common shares were
purchased under this program. At August 31, 2005, approximately $125 million remained available for purchases under this program. These purchases are not
made on the open market and this program does not have an expiration date.

(3) During the fourth quarter of fiscal 2005, Accenture purchased 500,951 Accenture Ltd Class A common shares in transactions unrelated to publicly announced
share plans or programs. These transactions consisted of acquisitions of Accenture Ltd Class A common shares via share withholding for payroll tax obligations
due from employees and former employees in connection with the delivery of Accenture Ltd Class A common shares under the Company’s various employee
equity share plans.

(4) During the fourth quarter of fiscal 2005, the Company redeemed 20,800,097 Accenture Ltd Class X common shares pursuant to its bye-laws. Accenture Ltd
Class X common shares are redeemable at their par value of $0.0000225 per share.

Purchases and redemptions of shares of Accenture subsidiaries

      The following table provides additional information relating to purchases and redemptions by Accenture of
Accenture SCA Class I common shares and Accenture Canada Holdings Inc. exchangeable shares during the fourth
quarter of fiscal 2005. The Company’s management believes the following table and footnotes provide useful
information regarding the share purchase and redemption activity of the Company and its subsidiaries on a consolidated
basis. These transactions were primarily conducted pursuant to the Company’s Share Management Plan, which expired
on July 24, 2005. Generally, purchases and redemptions of Accenture SCA Class I common shares and Accenture
Canada Holdings Inc. exchangeable shares reduce shares outstanding for purposes of computing earnings per share.
                  

        Approximate Dollar
        Value of Shares
      Total Number of  that May Yet Be
      Shares Purchased as  Purchased Under
    Average  Part of Publicly  Publicly
  Total Number of  Price Paid  Announced Plans or  Announced Plans
Period  Shares Purchased(1)  per Share  Programs  or Programs

         

  (in thousands, except share and per share amounts)
June 1, 2005—June 30,

2005                 
 Class I common shares   17,712,575  $ 22.64   —   — 
July 1, 2005—July 31, 2005                 
 Class I common shares   14,649  $ 23.57   —   — 
Aug. 1, 2005—Aug. 31, 2005                 
 Class I common shares   5,301,076  $ 24.24   —   — 
Total                 

 Class I common
shares(2)(3)(4)   23,028,300  $ 23.01   —   — 

 

(1) To date, the Board of Directors of Accenture Ltd has authorized an aggregate of $3.2 billion for purchases and redemptions from our partners, former partners
and their permitted transferees. At August 31, 2005, an aggregate of $1.0 billion remained available for these purchases and redemptions. These amounts do not
include an additional $800 million authorized to effect the October 14, 2005 issuer tender offer described in footnote 2 below.

(2) During the fourth quarter of fiscal 2005, Accenture SCA and its subsidiary purchased or redeemed an aggregate of 21,036,151 Accenture SCA Class I common
shares pursuant to two issuer tender offers. In addition, a subsidiary of Accenture SCA purchased an aggregate of 329,287 Accenture Canada Holdings Inc.
exchangeable shares. These purchases and redemptions were made in transactions unrelated to publicly announced share plans or programs. The share numbers
in the table above do not reflect an issuer tender offer effective as of October 14, 2005, pursuant to which Accenture SCA and its subsidiary purchased or
redeemed a total of 35,922,744 Accenture SCA Class I common shares at a price of $21.50 per share. These redemptions or purchases were made in transactions
unrelated to publicly announced share plans or programs.
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(3) During the fourth quarter of fiscal 2005, a subsidiary of Accenture SCA purchased 14,649 Accenture SCA Class I common shares at the request of the Accenture
Foundation Inc. in a transaction based on terms similar to those provided for in Accenture SCA’s Articles of Association. This purchase was made in a
transaction unrelated to publicly announced share plans or programs.

(4) During the fourth quarter of fiscal 2005, Accenture SCA purchased 1,977,500 Accenture SCA Class I common shares from Accenture Ltd to facilitate the
funding of Accenture Ltd’s publicly announced open-market share purchase program. These purchases were made in transactions unrelated to publicly
announced share plans or programs. These purchases do not reduce shares outstanding for purposes of computing earnings per share reflected in the Company’s
Consolidated Financial Statements.
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ITEM 6. SELECTED FINANCIAL DATA

      The data as of August 31, 2005 and 2004 and for the years ended August 31, 2005, 2004 and 2003 are derived from
the audited Consolidated Financial Statements and related Notes that are included elsewhere in this report. The data as
of August 31, 2003, 2002 and 2001 and for the years ended August 31, 2002 and 2001 are derived from audited
Consolidated Financial Statements and related Notes that are not included in this report. The selected financial data
should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and our Consolidated Financial Statements and related Notes included elsewhere in this report.
                       

  Year Ended August 31,
   

  2005  2004  2003  2002  2001
           

  (in millions, except share and per share amounts)
Income Statement Data:                     
Revenues:                     
 Revenues before reimbursements  $ 15,547  $ 13,673  $ 11,818  $ 11,574  $ 11,444 
 Reimbursements   1,547   1,440   1,579   1,531   1,618 
                

  Revenues   17,094   15,113   13,397   13,105   13,062 
Operating expenses:                     
 Cost of services*:                     

  Cost of services before
reimbursable expenses*   10,455   9,057   7,508   6,897   6,199 

  Reimbursable expenses   1,547   1,440   1,579   1,531   1,618 
                

  Cost of services*   12,002   10,497   9,087   8,428   7,817 
 Sales and marketing*   1,558   1,488   1,459   1,566   1,217 
 General and administrative costs*   1,512   1,340   1,319   1,616   1,516 

 
Restructuring, reorganization and

rebranding (benefits) costs   (89)   29   (19)   111   849 

 IPO restricted share unit-based
compensation   —   —   —   —   967 

                

  Total operating expenses*   14,983   13,355   11,846   11,720   12,366 
                

Operating income*   2,111   1,759   1,551   1,385   696 
Gain (loss) on investments, net   21   3   10   (321)   107 
Interest income   108   60   41   46   80 
Interest expense   (24)   (22)   (21)   (49)   (43)
Other (expense) income   (11)   —   32   15   17 
Equity in losses of affiliates   —   (2)   —   (9)   (61)
                

Income before income taxes*   2,206   1,799   1,613   1,068   795 
Provision for income taxes(1)   697   576   566   491   503 
                

Income before minority interest and
accounting change*   1,509   1,223   1,047   576   292 

Minority interest   (568)   (532)   (549)   (332)   577 
                

Income before accounting change*   940   691   498   245   869 
Cumulative effect of accounting change   —   —   —   —   188 
                

  Net income*  $ 940  $ 691  $ 498  $ 245  $ 1,057 
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  Year Ended August 31,
   

  2005  2004  2003  2002  2001
           

  (in millions, except share and per share amounts)
Weighted Average Class A

Common Shares:                     
Basic   588,505,335   553,298,104   468,592,110   425,941,809   — 
Diluted   960,514,976   1,002,813,443   996,754,596   1,023,789,546   — 
Earnings Per Class A Common

Share:                     

Basic  $ 1.60  $ 1.25  $ 1.06  $ 0.57   — 
Diluted  $ 1.56  $ 1.22  $ 1.05  $ 0.56   — 
 
Dividends per Common Share  $ —  $ —  $ —  $ —  $ — 
                     

  As of August 31,
   

  2005  2004  2003  2002  2001
           

  (in millions)
Balance Sheet Data:                     
Cash and cash equivalents  $ 2,484  $ 2,553  $ 2,332  $ 1,317  $ 1,880 
Working capital   1,823   1,745   1,729   723   401 
Total assets   8,957   8,013   6,459   5,479   6,061 
Long-term debt, net of current portion   44   32   14   3   1 
Shareholders’ equity   1,697   1,472   832   475   282 
 

* Excludes payments for partner distributions for periods ended on or prior to May 31, 2001.

(1) For periods ended on or prior to May 31, 2001, we operated through partnerships in many countries. Therefore, we generally were not subject to income taxes in
those countries. Taxes related to income earned by our partnerships were the responsibility of the individual partners. In other countries, we operated through
corporations, and in these circumstances we were subject to income taxes.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

      The following discussion and analysis should be read in conjunction with our Consolidated Financial Statements
and related Notes included elsewhere in this Annual Report on Form 10-K. This discussion and analysis also contains
forward-looking statements and should also be read in conjunction with the disclosures and information contained in
“Disclosure Regarding Forward-Looking Statements” and “Business—Risk Factors” in this Annual Report on
Form 10-K.

      We use the terms “Accenture,” “we,” “our Company,” “our” and “us” in this report to refer to Accenture Ltd and
its subsidiaries. All references to years, unless otherwise noted, refer to our fiscal year, which ends on August 31. For
example, a reference to “fiscal 2005” or “fiscal year 2005” means the 12-month period that ended on August 31, 2005.
All references to quarters, unless otherwise noted, refer to the quarters of our fiscal year.

Overview

      Revenues are driven by the ability of our executives to secure contracts for new engagements and to deliver
solutions and services that add value to our clients. Our ability to add value to clients and therefore drive revenues
depends in part on our ability to deliver market-leading service offerings and to deploy skilled teams of professionals
quickly and on a global basis.

      Our results of operations are also affected by the economic conditions, levels of business activity and rates of
change in the industries we serve, as well as by the pace of technological change and the type and level of technology
spending by our clients. The ability to identify and capitalize on these
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market and technological changes early in their cycles is a key driver of our performance. The strengthening economic
recovery continues to stimulate the technology spending of many companies. We are continuing to see an increase in
numbers of opportunities from companies seeking revenue-generating and cost-cutting initiatives. We expect that
revenue growth rates across our segments may continue to vary from quarter to quarter during fiscal 2006 as economic
recovery continues to take hold at different rates in different industrial and geographic markets.

      Revenues before reimbursements for fiscal 2005 were $15.55 billion, compared with $13.67 billion for fiscal 2004,
an increase of 14% in U.S. dollars and 10% in local currency. Revenues before reimbursements for the fourth quarter of
fiscal 2005 were $3.92 billion, compared with $3.42 billion for the fourth quarter of fiscal 2004, an increase of 15% in
U.S. dollars and 14% in local currency.

      Outsourcing revenues before reimbursements for fiscal 2005 were $5.99 billion, compared with $5.08 billion for
fiscal 2004, an increase of 18% in U.S. dollars and 14% in local currency. Outsourcing revenues before reimbursements
for the fourth quarter of fiscal 2005 were $1.55 billion, compared with $1.28 billion for the fourth quarter of fiscal
2004, an increase of 21% in U.S. dollars and 20% in local currency. Outsourcing contracts typically have longer terms
than consulting contracts and generally have lower gross margins than consulting contracts, particularly in the first year.
The average size of most new outsourcing opportunities we see in the market continues to be smaller than those
contracts we executed in fiscal 2004. Long-term relationships with many of our clients continue to contribute to our
success in growing our outsourcing business. Long-term, complex outsourcing contracts, including their consulting
components, require ongoing review of their terms and scope of work, in light of our clients’ evolving business needs
and our performance expectations. Should the size or number of modifications to these arrangements increase, as our
business continues to grow and these contracts evolve, we may experience increased variability in expected cash flows,
revenues and profitability.

      Consulting revenues before reimbursements for fiscal 2005 were $9.56 billion, compared with $8.59 billion for
fiscal 2004, an increase of 11% in U.S. dollars and 7% in local currency. For the fourth quarter of fiscal 2005,
consulting revenues before reimbursements were $2.38 billion, compared with $2.14 billion for the fourth quarter of
fiscal 2004, an increase of 11% in U.S. dollars and 10% in local currency.

      As previously reported, we have certain contracts (the “NHS Contracts”) under which we have been engaged to
design, develop and deploy new patient administration, assessment and care systems (the “Systems”) for the National
Health Service in England (the “NHS”) and, subsequently, to provide ongoing operational services once these Systems
have been deployed. Under the NHS Contracts, our ability to bill and collect for the unbilled services we have
performed is subject to our ability to deploy the Systems’ components. Delays in deployment have resulted in
lower-than-expected revenues, margins, billings and cash flows in fiscal 2005.

      Aggregate losses on the NHS Contracts for fiscal 2005 were $140 million, in line with our prior estimates. At
August 31, 2005, client financing and other assets, net of deferred revenues, attributable to this client were
$398 million, in line with our prior estimates. We continue to expect contract losses for fiscal 2006, but at levels less
than those experienced in fiscal 2005, and further improved performance in fiscal 2007. The revenues and costs from
the NHS Contracts are apportioned equally between our Government and Products operating groups.

      As a global company, our revenues are denominated in multiple currencies and may be significantly affected by
currency exchange-rate fluctuations. During fiscal 2005, the strengthening of various currencies versus the U.S. dollar
resulted in favorable currency translation and increased our
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reported revenues, operating expenses and operating income. In the fourth quarter of fiscal 2005, the U.S. dollar began
to strengthen against other currencies, resulting in less favorable currency translation and lower reported U.S. dollar
revenues, operating expenses and operating income. If the U.S. dollar retains its strength in fiscal 2006, our U.S. dollar
revenue growth may be lower than our growth in local currency terms.

      The primary categories of operating expenses include cost of services, sales and marketing, and general and
administrative costs. Cost of services is primarily driven by the cost of client-service personnel, which consists mainly
of compensation, sub-contractor and other personnel costs, and nonpayroll outsourcing costs. Cost of services as a
percentage of revenues is driven by the prices we obtain for our solutions and services; the chargeability, or utilization,
of our client-service workforces; and the level of non-payroll costs associated with the continuing accelerated growth of
new outsourcing contracts. Chargeability represents the percentage of our professionals’ time spent on billable work.
Sales and marketing expense is driven primarily by business-development activities; the development of new service
offerings; the level of concentration of clients in a particular industry or market; and client-targeting,
image-development and brand-recognition activities. General and administrative costs primarily include costs for
non-client-facing personnel, information systems and office space, which we seek to manage at levels consistent with
changes in activity levels in our business. Operating expenses also include reorganization benefits and costs and
restructuring costs, which may vary substantially from year to year.

      Gross margins (revenues before reimbursements less cost of services before reimbursements) as a percentage of
revenues before reimbursements for the year and three months ended August 31, 2005 were 32.8% and 33.0%,
respectively, compared with 33.8% and 32.4%, respectively, for the same periods in fiscal 2004. The decrease in the
annual gross margin was due primarily to the lower-than-expected margins attributable to delays under the NHS
Contracts, a small number of delivery inefficiencies in certain operating groups, and incurred and expected cost
overruns associated with the development of reusable assets in connection with certain client contracts, partially offset
by lower variable compensation expense.

      Our cost-management strategy is to anticipate changes in demand for our services and to identify cost-management
initiatives. We aggressively plan and manage our payroll costs to meet the anticipated demand for our services, given
that payroll costs are the most significant portion of our operating expenses.

      Our headcount increased to more than 123,000 at August 31, 2005 from approximately 103,000 at August 31, 2004.
Attrition in the fourth quarter of fiscal 2005 was 18%, which was in line with our second and third quarters. We
continue to add substantial numbers of new employees and will continue to actively recruit new employees to balance
our mix of skills and resources to meet current and projected future demands, replace departing employees and expand
our global sourcing approach, which includes our network of delivery centers and other capabilities around the world.
Our ability to grow our business could be adversely affected if we do not effectively assimilate substantial numbers of
new employees into our workforces.

      Sales and marketing and general and administrative costs as a percentage of revenues before reimbursements were
20% for fiscal 2005, compared with 21% for fiscal 2004.

      Operating income as a percentage of revenues before reimbursements increased to 13.6% for the year ended
August 31, 2005 from 12.9% for the year ended August 31, 2004. Operating income as a percentage of revenues before
reimbursements increased to 13.0% for the three months ended August 31, 2005 from 10.8% for the three months ended
August 31, 2004.
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      From time to time Accenture purchases Accenture shares through its open-market purchase program and from its
employees pursuant to restricted units and also purchases, redeems and exchanges shares held by partners, former
partners and their permitted transferees. In fiscal 2005, Accenture purchased $1,586 million of its shares. This
comprised $490 million for purchases of 21 million Accenture Ltd Class A common shares and $1,095 million for
redemptions and purchases of 44.8 million Accenture SCA Class I common shares and Accenture Canada Holdings Inc.
exchangeable shares held by partners, retired partners and their permitted transferees. During the fourth quarter of fiscal
2005, Accenture repurchased $542 million of its shares. This comprised $55 million for purchases of 2.2 million
Accenture Ltd Class A common shares and $487 million for redemptions and purchases of 21.4 million Accenture SCA
Class I common shares and Accenture Canada Holdings Inc. exchangeable shares held by partners, retired partners and
their permitted transferees.

Bookings and Backlog

      For the year ended August 31, 2005, new contract bookings were $18,028 million, a decrease of 10% from the year
ended August 31, 2004, with consulting bookings increasing 4%, to $9,728 million, and outsourcing bookings
decreasing 23%, to $8,300 million. New contract bookings for the three months ended August 31, 2005 were
$5,159 million, an increase of $1,135 million, or 28%, over new bookings of $4,024 million for the three months ended
August 31, 2004, with consulting bookings increasing 7%, to $2,422 million, and outsourcing bookings increasing
55%, to $2,737 million. The decreases in new contract bookings for the full 2005 fiscal year were partially attributable
to the signing of several very large contracts in fiscal 2004, which significantly increased new contract bookings for that
year. The size and scope of many of our new outsourcing contract bookings have decreased when compared to new
outsourcing contract bookings for the year ended August 31, 2004.

      We provide information regarding our new contract bookings because we believe doing so provides useful trend
information regarding changes in the volume of our new business over time. However, the timing of large new contract
bookings can significantly affect the level of bookings in a particular quarter. Information regarding our new bookings
is not comparable to, nor should it be substituted for, an analysis of our revenues over time. There are no third-party
standards or requirements governing the calculation of bookings. New contract bookings involve estimates and
judgments regarding new contracts as well as renewals, extensions and additions to existing contracts. Subsequent
cancellations, extensions and other matters may affect the amount of bookings previously reported. New contract
bookings are recorded using then existing currency exchange rates and are not subsequently adjusted for currency
fluctuations.

      The majority of our contracts are terminable by the client on short notice or without notice. Accordingly, we do not
believe it is appropriate to characterize bookings attributable to these contracts as backlog. Normally, if a client
terminates a project, the client remains obligated to pay for commitments we have made to third parties in connection
with the project, services performed and reimbursable expenses incurred by us through the date of termination.

Critical Accounting Policies and Estimates

      The preparation of our Consolidated Financial Statements in conformity with U.S. generally accepted accounting
principles requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the Consolidated Financial Statements and the reported
amounts of revenues and expenses. We continually evaluate our estimates, judgments and assumptions based on
available information and
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experience. Because the use of estimates is inherent in the financial reporting process, actual results could differ from
those estimates. Certain of our accounting policies require higher degrees of judgment than others in their application.
These include certain aspects of accounting for revenue recognition, income taxes, variable compensation and defined
benefit pension plans.

Revenue Recognition

      Our contracts have different terms based on the scope, deliverables and complexity of the engagement, the terms of
which frequently require Accenture to make judgments and estimates in recognizing revenues. We have many types of
contracts, including time-and-materials contracts, fixed-price contracts and contracts with features of both of these
contract types. In addition, some contracts include incentives related to costs incurred, benefits produced or adherence
to schedule that may increase the variability in revenues and margins earned on such contracts. We conduct rigorous
reviews prior to signing such contracts to evaluate whether these incentives are reasonably achievable. For technology
integration consulting contracts, estimated revenues for applying the percentage-of-completion method include
estimated incentives for which achievement of defined goals is deemed probable. For non-technology integration
consulting and outsourcing contracts, revenues relating to such incentive payments are recorded when the contingency
is satisfied and when acceptance, where applicable, and delivery of agreed benefits have occurred in accordance with
SEC Staff Accounting Bulletin (“SAB”) No. 101, “Revenue Recognition in Financial Statements,” as amended by
SAB No. 104, “Revenue Recognition.”

      We recognize revenues from technology integration consulting contracts using the percentage-of- completion
method pursuant to the American Institute of Certified Public Accountants Statement of Position 81-1, “Accounting for
Performance of Construction Type and Certain Production Type Contracts.” Percentage-of-completion accounting
involves calculating the percentage of services provided during the reporting period compared with the total estimated
services to be provided over the duration of the contract. This method is followed where reasonably dependable
estimates of revenues and costs can be made. Estimates of total contract revenues and costs are continuously monitored
during the term of the contract, and recorded revenues and costs are subject to revision as the contract progresses. Such
revisions may result in increases or decreases to revenues and income and are reflected in the periods in which they are
first identified. If our estimates indicate that a contract loss will occur, a loss accrual is recorded in the period it is first
identified.

      Outsourcing contracts typically span several years and involve complex delivery, often through multiple workforces
in different countries. We continuously review and reassess our estimates of contract profitability. Circumstances that
potentially affect profitability over the life of the contract include decreases in volumes of transactions or other
inputs/outputs on which we are paid, failure to deliver agreed benefits, variances from planned internal/external costs to
deliver our services, and other factors affecting revenues and costs.

      Revenues for contracts with multiple elements are allocated based on the relative fair value of the elements. Fair
value is determined based on the prices charged when each element is sold separately. Revenues are recognized in
accordance with our accounting policies for the separate elements when the services have value on a stand-alone basis,
fair value of the separate elements exists and, in arrangements that include a general right of refund relative to the
delivered element, performance of the undelivered element is considered probable and substantially in our control.
While determining fair value and identifying separate elements require judgment, generally fair value and the separate
elements are readily identifiable as we also sell those elements unaccompanied by other elements. Effective
September 1, 2003, we adopted Emerging Issues Task Force Issue 00-21, “Accounting for Revenue Arrangements with
Multiple Deliverables.” As such, for contracts signed after
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August 31, 2003, revenues are allocated to each element based on the lesser of the element’s relative fair value or the
amount that is not contingent on future delivery of another element. If the amount of non-contingent revenues allocated
to a delivered element is less than the costs to deliver such services, then such costs are deferred and recognized in
future periods when the revenues become non-contingent.

      Client prepayments (even if nonrefundable) are deferred (i.e., classified as a liability) and recognized over future
periods as services are delivered or performed.

      Our consulting revenues are affected by the number of work days in the fiscal quarter, which in turn is affected by
the level of vacation days and holidays. Consequently, since we typically have approximately 5 to 10 percent more
work days in our first and third quarters than in our second and fourth quarters, our revenues are typically higher in our
first and third quarters than in our second and fourth quarters.

      Revenues before reimbursements include the margin earned on computer hardware and software resale contracts, as
well as revenues from alliance agreements, neither of which is material to us. Reimbursements, including those relating
to travel and out-of-pocket expenses, and other similar third-party costs, such as the cost of hardware and software
resales, are included in revenues, and an equivalent amount of reimbursable expenses is included in cost of services.

Income Taxes

      Determining the consolidated provision for income tax expense, income tax liabilities and deferred tax assets and
liabilities involves judgment. As a global company, we calculate and provide for income taxes in each of the tax
jurisdictions in which we operate. This involves estimating current tax exposures in each jurisdiction as well as making
judgments regarding the recoverability of deferred tax assets. Tax exposures can involve complex issues and may
require an extended period to resolve. Changes in the geographic mix or estimated level of annual income before taxes
can affect the overall effective tax rate.

      We apply an estimated annual effective tax rate to our quarterly operating results to determine the provision for
income tax expense. In the event there is a significant unusual or infrequent item recognized in our quarterly operating
results, the tax attributable to that item is recorded in the interim period in which it occurs. Our effective tax rate for
fiscal 2005 was 31.6%, compared with 32.0% for fiscal 2004.

      No taxes have been provided on undistributed foreign earnings that are planned to be indefinitely reinvested. If
future events, including material changes in estimates of cash, working capital and long-term investment requirements,
necessitate that these earnings be distributed, an additional provision for withholding taxes may apply, which could
materially affect our future effective tax rate.

      As a matter of course, the Company is regularly audited by various taxing authorities, and sometimes these audits
result in proposed assessments where the ultimate resolution may result in the Company owing additional taxes. We
establish reserves when, despite our belief that our tax return positions are appropriate and supportable under local tax
law, we believe certain positions are likely to be challenged and we may not succeed in realizing the tax benefit. We
evaluate these reserves each quarter and adjust the reserves and the related interest in light of changing facts and
circumstances regarding the probability of realizing tax benefits, such as the progress of a tax audit or the expiration of
a statute of limitations. We believe the estimates and assumptions used to support our evaluation of tax benefit
realization are reasonable. However, final determinations of prior-year tax liabilities, either by settlement with tax
authorities or expiration of statutes of limitations, could be materially different
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than estimates reflected in assets and liabilities and historical income tax provisions. The outcome of these final
determinations could have a material effect on our income tax provision, net income, or cash flows in the period in
which that determination is made. The Company believes its tax positions comply with applicable tax law and that it
has adequately provided for any known tax contingencies.

Variable Compensation

      We record compensation expense for payments to be made in later fiscal periods to our senior executives and other
employees under the variable compensation portions of our overall compensation programs. Determining the amount of
expense to recognize as operating expenses for variable compensation at interim and annual reporting dates involves
judgment. Expenses accrued for variable compensation are based on actual quarterly and annual operational
performance versus plan targets and other factors. Amounts accrued are subject to change in future periods if future
performance is below plan targets or is below the performance levels anticipated in prior periods. Management believes
it makes reasonable judgments using all significant information available. The liability recorded at August 31, 2005 for
variable compensation was $114 million, all of which we expect to pay in the first quarter of fiscal 2006 in connection
with our transition to a new annual bonus plan for our executives. Beginning in fiscal 2006, the variable compensation
plan will be replaced by an annual bonus plan.

      The following table shows net quarterly variable compensation expense (benefit):
             

  Fiscal Year
   

  2005  2004  2003
       

First fiscal quarter  $ 43  $ (4)  $ 17 
Second fiscal quarter   —   64   (6)
Third fiscal quarter   13   92   — 
Fourth fiscal quarter   36   125   — 
          

Total variable compensation  $ 92  $ 277  $ 11 
          

      The fiscal 2005 expense of $92 million represents $100 million of variable compensation expense and a reduction
of $8 million related to the finalization of estimated payouts accrued for in fiscal 2004.

Defined Benefit Pension Plans

      In the United States and certain other countries, Accenture maintains and administers defined benefit pension plans.
The annual cost of these plans can be significantly affected by changes in assumptions and differences between
expected and actual experience. Accenture utilizes actuarial methods required by Statement of Financial Accounting
Standards (“SFAS”) No. 87, “Employers’ Accounting for Pensions,” to account for defined benefit pension plans. The
actuarial methods require numerous assumptions to calculate the net periodic pension benefit expense and the related
pension benefit obligation for our defined benefit pension plans. Two of the most significant assumptions are the
discount rates and expected long-term rate of return on plan assets. In making these assumptions, we are required to
consider current market conditions, including changes in interest rates. Changes in the related net periodic pension costs
may occur in the future due to changes in these and other assumptions. Our assumptions reflect our historical
experience and management’s best judgment regarding future expectations. The assumptions, assets and liabilities used
to measure our annual pension expense are determined as of June 30 for our U.S. benefit plans and as of June 30 or
August 31 for our non-U.S. benefit plans.
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      Key assumptions used to determine annual pension expense are as follows:
                         

  Pension Benefits
   

  2006  2005  2004
       

    Non-U.S.    Non-U.S.    Non-U.S.
  U.S. Plans  Plans  U.S. Plans  Plans  U.S. Plans  Plans
             

Discount rate   5.25%   4.28%  6.25%   4.93%  6.00%   4.85%
Expected return on plan assets   7.50%   5.57%  7.50%   5.19%  8.00%   5.66%
Rate of increase in future compensation   4.50%   3.27%  4.50%   3.16%  4.50%   3.10%

Discount Rate

      Since pension liabilities are measured on a discounted basis, the discount rate is a significant assumption. An
assumed discount rate is required to be used in each pension plan actuarial valuation. The discount rate assumption
reflects the market rate for high-quality (for example, rated “AA” or higher by Moody’s or Standard & Poors in the
U.S.), fixed-income debt instruments based on the expected duration of the benefit payments for each of the Company’s
pension plans as of the annual measurement date and is subject to change each year. Our estimated U.S. pension
expense for fiscal 2006 reflects a 100 basis point decrease in our discount rate, while our non-U.S. estimated pension
expense for fiscal 2006 reflects a 65 basis point decrease in our discount rate. This change in discount rate will increase
estimated pension expense in fiscal 2006 by approximately $48 million.

      A 25 basis point increase in the discount rate would decrease our annual pension expense by $14 million. A 25 basis
point decrease in the discount rate would increase our annual pension expense by $16 million.

Expected Return on Plan Assets

      The expected long-term rate of return on plan assets should, over time, approximate the actual long-term returns on
pension plan assets. The expected return on plan assets assumption is based on historical returns and the future
expectations for returns for each asset class, as well as the target asset allocation of the asset portfolio. A 7.50%
expected return on plan assets assumption was used for both fiscal years 2006 and 2005 for the U.S. plans, while the
expected return on plan assets assumptions for the non-U.S. plans were 5.57% and 5.19% in fiscal years 2006 and 2005,
respectively. The impact of these types of changes on the pension plans in other countries will vary, depending upon the
status of each respective plan.

      A 25 basis point increase in our return on plan assets would decrease our annual pension expense by $3 million. A
25 basis point decrease in our return on plan assets would increase our annual pension expense by $3 million.

      U.S. generally accepted accounting principles include mechanisms that serve to limit the volatility in our earnings
which otherwise would result from recording changes in the value of plan assets and benefit obligations in our
Consolidated Financial Statements in the periods in which those changes occur. For example, while the expected
long-term rate of return on plan assets should, over time, approximate the actual long-term returns, differences between
the expected and actual returns could occur in any given year. These differences contribute to the deferred actuarial
gains or losses, which are then amortized over time. For Accenture, positive market returns occurred for fiscal years
2005 and 2004, causing actual pension plan asset returns to exceed our expected returns. Declining discount rates,
which resulted in higher calculated benefit obligations, offset the positive impact of these asset returns for fiscal 2005
and more than offset the positive impact of these returns for fiscal 2004.
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General

      Our U.S. pension plans include plans covering certain U.S. employees and former employees, as well as a frozen
plan related to basic retirement benefits for former pre-incorporation partners. At August 31, 2005, our employee plans
had a projected benefit obligation of $819 million and assets of $701 million, after taking into account $50 million in
contributions made in fiscal 2005. No fiscal 2006 contributions will be required for the U.S. employee pension plans.
We have not determined whether we will make additional voluntary contributions for U.S. employee pension plans in
fiscal 2006. The frozen plan for former partners is unfunded and had a projected benefit obligation of $138 million at
August 31, 2005.

      Non-U.S. pension plan obligations totaled $512 million at August 31, 2005, while non-U.S. pension assets totaled
$344 million. We contributed $42 million to non-U.S. plans in fiscal 2005 and expect to contribute $43 million in fiscal
2006.

      Pension expense was $114 million and $122 million for fiscal years 2005 and 2004, respectively. Pension expense
for fiscal 2006 is estimated to be approximately $155 million. The fiscal 2006 pension expense estimate incorporates
the 2006 assumptions described above, as well as the impact of increased pension plan assets resulting from our
discretionary contributions of $50 million made in fiscal 2005.

      SFAS No. 87 requires us to recognize a minimum pension liability if the fair value of pension assets is less than the
accumulated benefit obligation. For additional information, refer to Footnote 10 (Retirement and Profit Sharing Plans)
to our Consolidated Financial Statements below under “Financial Statements and Supplementary Data.” Additional
charges to equity may be required in the future, depending on future contributions made to our pension plans, returns on
pension plan assets and interest rates.

Revenues by Segment/Operating Group

      Our five reportable operating segments are our operating groups, which are Communications & High Tech,
Financial Services, Government, Products and Resources. Operating groups are managed on the basis of revenues
before reimbursements as our management believes revenues before reimbursements are a better indicator of operating
group performance than revenues. From time to time, our operating groups work together to sell and implement certain
engagements. The resulting revenues and costs from these engagements may be apportioned among the participating
operating groups. Generally, operating expenses for each operating group have similar characteristics and are subject to
the same factors, pressures and challenges. However, the economic environment and its effects on the industries served
by our operating segments affect revenues and operating expenses within our operating segments to differing degrees.
Decisions relating to staffing levels are not made uniformly across our operating segments, due in part to the needs of
our operating groups to tailor their workforces to meet the specific needs of their businesses. The shift in mix toward
outsourcing contracts is not uniform among our operating groups and, consequently, neither is the impact on operating
group results caused by this shift. Local currency fluctuations also tend to affect our operating groups differently,
depending on the geographic concentrations and locations of their businesses.
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      Revenues for each of our operating groups, geographic regions and types of work were as follows:
                           

          Percent of Total
          Revenues
          Before
          Reimbursements
        for the Year
  Year Ended    Percent  Ended
  August 31,  Percent  Increase  August 31,
    Increase  Local   
  2005  2004  US$  Currency  2005  2004
             

  (in millions)         
OPERATING GROUPS                         
 Communications & High Tech  $ 4,001  $ 3,741   7%  4%  26%   27%
 Financial Services   3,408   2,771   23   18   22   20 
 Government   2,172   1,995   9   6   14   15 
 Products   3,570   2,979   20   16   23   22 
 Resources   2,389   2,178   10   5   15   16 
 Other   7   9   n/m   n/m   —   — 
                   

TOTAL Revenues Before 
Reimbursements   15,547   13,673   14   10%  100%   100%

                   

  Reimbursements   1,547   1,440   7             
                   

  TOTAL REVENUES  $ 17,094  $ 15,113   13%            
                   

GEOGRAPHY(1)                         
 Americas  $ 6,730  $ 6,133   10%  9%  43%   45%
 EMEA(2)   7,735   6,572   18   11   50   48 
 Asia Pacific   1,082   968   12   8   7   7 
                   

 
TOTAL Revenues Before 

Reimbursements   15,547   13,673   14   10%  100%   100%
                   

  Reimbursements   1,547   1,440   7             
                   

  TOTAL REVENUES  $ 17,094  $ 15,113   13%            
                   

TYPE OF WORK                         
 Consulting  $ 9,559  $ 8,589   11%  7%  61%   63%
 Outsourcing   5,988   5,084   18   14   39   37 
                   

 
TOTAL Revenues Before 

Reimbursements   15,547   13,673   14   10%  100%   100%
                   

  Reimbursements   1,547   1,440   7             
                   

  TOTAL REVENUES  $ 17,094  $ 15,113   13%            
                   

 

n/m = not meaningful
(1) Fiscal 2005 revenues before reimbursements on a geographic basis reflect minor reclassifications of intercompany eliminations. These reclassifications did not

affect total revenues, revenues by operating group, or revenues by type of work. The reclassified quarterly revenues before reimbursements by geography can be
found in Exhibit 99.1 to this Annual Report on Form 10-K.

 

(2) EMEA includes Europe, the Middle East and Africa.

     The Company conducts business in two countries that individually comprised more than 10% of consolidated
revenues before reimbursements within the last three years. The United States represented 37%, 39% and 43% of
revenues before reimbursements for fiscal years 2005, 2004 and 2003, respectively, while the United Kingdom
represented 17%, 16% and 14% of revenues before reimbursements for fiscal years 2005, 2004 and 2003, respectively.
Revenues are attributed to countries based on where client services are supervised.
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Year Ended August 31, 2005 Compared to Year Ended August 31, 2004

Revenues

      Our Communications & High Tech operating group achieved revenues before reimbursements of $4,001 million for
fiscal 2005, compared with $3,741 million for fiscal 2004, an increase of 7% in U.S. dollars and 4% in local currency
terms. The increase was primarily due to growth in consulting revenues, particularly in our Americas and EMEA
regions and our Electronics & High Tech industry group. Outsourcing revenue growth, particularly in our EMEA and
Asia Pacific regions, was offset by the substantial reduction in late fiscal 2004 of the scope of our work with a major
North American telecommunications client as a result of that client’s changing business strategies.

      Our Financial Services operating group achieved revenues before reimbursements of $3,408 million in fiscal 2005,
compared with $2,771 million in fiscal 2004, an increase of 23% in U.S. dollars and 18% in local currency terms, with
both consulting and outsourcing contributing to the growth in revenues. This growth was driven by the strength of our
business in both the Americas and EMEA regions, particularly in the United Kingdom, and in our Banking and
Insurance industry groups.

      Our Government operating group achieved revenues before reimbursements of $2,172 million in fiscal 2005,
compared with $1,995 million in fiscal 2004, an increase of 9% in U.S. dollars and 6% in local currency terms, with
both consulting and outsourcing contributing to the growth in revenues. Results were driven by strong growth in our
EMEA and Asia Pacific regions, which was partially offset by a decrease in consulting revenues from clients in the
Americas, particularly in the United States.

      Our Products operating group achieved revenues before reimbursements of $3,570 million in fiscal 2005, compared
with $2,979 million in fiscal 2004, an increase of 20% in U.S. dollars and 16% in local currency terms. These increases
were attributable to strong growth in both consulting and outsourcing in all industry groups.

      Our Resources operating group achieved revenues before reimbursements of $2,389 million in fiscal 2005,
compared with $2,178 million in fiscal 2004, an increase of 10% in U.S. dollars and 5% in local currency terms, with
both consulting and outsourcing contributing to the growth in revenues. We experienced strong overall growth in our
Energy and Natural Resources industry groups, as well as in our EMEA region. In our Utilities industry group, growth
in outsourcing revenues before reimbursements offset a decline in consulting revenues before reimbursements.

      Our Americas region achieved revenues before reimbursements of $6,730 million in fiscal 2005, compared with
$6,133 million for fiscal 2004, an increase of 10% in U.S. dollars and 9% in local currency terms. Contributing to this
growth was our business in the United States and Brazil, partially offset by a decline in local currency revenues before
reimbursements in Canada.

      Our Europe, Middle East and Africa regions achieved revenues before reimbursements of $7,735 million for fiscal
2005, compared with $6,572 million for fiscal 2004, an increase of 18% in U.S. dollars and 11% in local currency
terms. A key contributor to this growth was our business in the United Kingdom, where revenues before
reimbursements for fiscal 2005 increased 19% in U.S. dollars and 13% in local currency terms over fiscal 2004,
primarily due to revenues from several exceptionally large contracts sold during fiscal 2004 that began making
significant contributions to revenues in fiscal 2005. Also contributing to the strong growth in EMEA for fiscal 2005
was our business in Germany, Italy, the Netherlands and Spain. Revenue growth in the United Kingdom for the fourth
quarter of fiscal 2005 was affected by lower than expected revenues on the NHS Contracts. In fiscal 2006 revenue
growth in the United Kingdom will continue to be affected by lower-than-expected revenues on the NHS Contracts.
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      Our Asia Pacific region achieved revenues before reimbursements of $1,082 million in fiscal 2005, compared with
$968 million for fiscal 2004, an increase of 12% in U.S. dollars and 8% in local currency terms. Our business in
Australia and in India contributed to the increase in revenues, partially offset by a decline in our business in Japan.

Operating Expenses

      Operating expenses were $14,983 million in fiscal 2005, an increase of $1,628 million, or 12%, over fiscal 2004 and
remained flat at 88% of revenues in fiscal 2005, compared with fiscal 2004. As a percentage of revenues before
reimbursements, operating expenses before reimbursable expenses were 86% and 87% in fiscal years 2005 and 2004,
respectively. Excluding the effects of restructuring and reorganization, operating expenses before reimbursements as a
percentage of revenues before reimbursements would have increased by 0.1 percentage points for fiscal 2005, compared
with fiscal 2004.

      The strengthening of various currencies against the U.S. dollar increased our reported operating expenses for fiscal
2005, compared to fiscal 2004 and partially offset corresponding increases in reported revenues.

      In fiscal 2005, we recorded $92 million of net variable compensation expense, including a reduction of $8 million
related to finalization of estimated payouts accrued for fiscal 2004, compared with $277 million of net variable
compensation expense for fiscal 2004, which included a reduction of $4 million related to fiscal 2003.

Cost of Services

      Cost of services was $12,002 million in fiscal 2005, an increase of $1,505 million, or 14%, over fiscal 2004 and an
increase as a percentage of revenues to 70% in fiscal 2005 from 69% in fiscal 2004. Cost of services before
reimbursable expenses was $10,455 million in fiscal 2005, an increase of $1,398 million, or 15%, over fiscal 2004. Cost
of services before reimbursable expenses increased as a percentage of revenues before reimbursements to 67% in fiscal
2005 from 66% in fiscal 2004. Gross margins (revenues before reimbursements less cost of services before
reimbursements) decreased to 32.8% of revenues before reimbursements in fiscal 2005 from 33.8% in fiscal 2004.

      The increase in cost of services and the decrease in gross margins as a percentage of revenues before
reimbursements were due primarily to the lower-than-expected margins attributable to delays under the NHS Contracts,
a small number of delivery inefficiencies in certain operating groups, and incurred and expected cost overruns
associated with the development of reusable assets in connection with certain client contracts, partially offset by lower
variable compensation expense.

Sales and Marketing

      Sales and marketing expense was $1,558 million in fiscal 2005, an increase of $70 million, or 5%, over fiscal 2004
and decreased as a percentage of revenues before reimbursements to 10% in fiscal 2005 from 11% in fiscal 2004. A key
driver of the increase in sales and marketing expense was a $100 million increase in market- and business-development
activities, partially offset by a $30 million decrease in variable compensation expense.
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General and Administrative Costs

      General and administrative costs were $1,512 million in fiscal 2005, an increase of $171 million, or 13%, over fiscal
2004 and remained flat as a percentage of revenues before reimbursements at 10% in fiscal years 2005 and 2004.

Restructuring and Reorganization Costs (Benefits)

      We recorded net reorganization benefits of $89 million in fiscal 2005, which included a $115 million reduction in
reorganization liabilities offset by $26 million of interest expense associated with carrying these liabilities. At
August 31, 2005, the remaining liability for reorganization costs was $381 million, of which $64 million was classified
as current liabilities because expirations of statutes of limitations could occur within 12 months. In fiscal 2004, we
recorded net reorganization benefits of $78 million, which included a $105 million reduction in reorganization
liabilities offset by a $27 million interest expense associated with carrying these liabilities. In both fiscal years 2005 and
2004, the reduction in liabilities was primarily due to final determinations of certain reorganization liabilities
established in connection with our transition to a corporate structure in 2001. For additional information, refer to
Footnote 3 (Restructuring and Reorganization (Benefits) Costs) to our Consolidated Financial Statements below under
“Financial Statements and Supplementary Data.”

      During fiscal 2004, we recorded restructuring costs of $107 million relating to our global consolidation of office
space, primarily in the United States and the United Kingdom. These costs included losses on operating leases and
write-downs of related assets such as leasehold improvements resulting from abandoned office space. No restructuring
costs were recorded during fiscal 2005.

Operating Income

      Operating income was $2,111 million in fiscal 2005, an increase of $352 million, or 20%, over fiscal 2004.
Operating income as a percentage of revenues before reimbursements was 13.6% and 12.9% in fiscal years 2005 and
2004, respectively. Excluding the effects of restructuring and reorganization, operating income as a percentage of
revenues before reimbursements would have decreased by 0.1 percentage points for fiscal 2005 compared with fiscal
2004.

      Operating income for each of the operating groups was as follows:
                 

  Year Ended August 31,
   

    Increase (Decrease)
    Excluding
    Reorganization and
  2005  2004  Increase (Decrease)  Restructuring
         

  (in millions)
Communications & High Tech  $ 673  $ 404  $ 269  $ 241 
Financial Services   500   354   146   119 
Government   169   311   (142)   (160)
Products   413   415   (2)   (29)
Resources   356   275   81   63 
             

Total  $ 2,111  $ 1,759  $ 352  $ 234 
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      Reorganization benefits and restructuring costs were allocated to the reportable operating groups as follows:
             

  Year Ended August 31,
   

Income (expense)  2005  2004  Change
       

  (in millions)
Communications & High Tech  $ 21  $ (7)  $ 28 
Financial Services   20   (7)   27 
Government   14   (4)   18 
Products   21   (6)   27 
Resources   13   (5)   18 
          

Total  $ 89  $ (29)  $ 118 
          

      Excluding the effects of reorganization and restructuring, operating income in fiscal 2005 increased by $234 million
over fiscal 2004, reflecting increases in Communications & High Tech, Financial Services and Resources, which were
partially offset by decreases in Government and Products. The following commentary excludes the effects of
reorganization and restructuring:

 • Communications & High Tech operating income increased primarily due to higher gross margins in fiscal 2005,
reflecting strong consulting revenue growth in North America and EMEA, as well as the impact of
lower-than-expected margins on three contracts in fiscal 2004.

 

 • The increase in Financial Services operating income reflected a 23% increase in revenues before reimbursements
and improved margins.

 

 • Government operating income decreased partly due to lower-than-expected margins attributable to temporary
delays under the NHS Contracts, cost overruns associated with the development of reusable assets in connection
with certain client contracts, delivery inefficiencies on a small number of other contracts and a favorable contract
settlement in fiscal 2004.

 

 • Products operating income decreased slightly, due to lower-than-expected margins attributable to temporary delays
under the NHS Contracts and delivery inefficiencies on a small number of other contracts, partially offset by a
20% increase in revenues.

 

 • The increase in Resources operating income was driven by increased revenues, reduced delivery costs and
improved quality.

      The NHS Contracts will continue to adversely affect the operating income of our Government and Products
operating groups in fiscal 2006, but we expect the effect will be to a lesser extent than in fiscal 2005.

Gain on Investments, Net

      Gain on investments, net was $21 million in fiscal 2005, an increase of $18 million over fiscal 2004. This reflects
gains on our retained interests in our venture and investment portfolio, which we sold in fiscal 2003.

Interest Income

      Interest income was $108 million in fiscal 2005, an increase of $48 million, or 81%, over fiscal 2004. The increase
resulted primarily from the increase in interest rates and an increase in average client financing balances during fiscal
2005, compared with the average balances for fiscal 2004.
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Other (Expense) Income

      Other expense was $11 million in fiscal 2005, compared with other income of less than $1 million in fiscal 2004.
The fiscal 2005 expense was primarily due to net foreign currency exchange losses in fiscal 2005 compared with net
foreign currency exchange gains in fiscal 2004.

Provision for Income Taxes

      The effective tax rates for fiscal years 2005 and 2004 were 31.6% and 32.0%, respectively. The effective tax rate
decreased in 2005 as a result of changes in our geographic distribution of income and benefits related to final
determinations of prior-year tax liabilities. This was partially offset by increases related to net nondeductible items and
updated estimates of current and prior-year income tax exposures. Final determinations of prior year tax liabilities in
2005 and 2004 reduced the annual effective tax rate by 6.4 and 2.2 percentage points, respectively. The decrease in
reorganization liabilities in fiscal years 2005 and 2004 reduced the annual effective tax rate by 1.4 and 1.5 percentage
points, respectively. The decrease in reorganization liabilities had the effect of increasing pre-tax income without a
corresponding increase in the provision for income taxes. Final determinations could also occur in fiscal 2006 which
could generate income tax benefits.

Minority Interest

      Minority interest eliminates the income earned or expense incurred attributable to the equity interest that some of
our partners, former partners and their permitted transferees have in our Accenture SCA and Accenture Canada
Holdings Inc. subsidiaries. See “Business—Accenture Organizational Structure.” The resulting net income of Accenture
Ltd represents the income attributable to the shareholders of Accenture Ltd. Since January 2002, minority interest has
also included immaterial amounts primarily attributable to minority shareholders in our Avanade Inc. subsidiary.

      Minority interest was $568 million in fiscal 2005, an increase of $36 million, or 7%, over fiscal 2004, primarily due
to an increase in income before minority interest of $286 million, partially offset by a reduction in the minority’s
average ownership interests to 37% at August 31, 2005 from 43% at August 31, 2004.

Earnings Per Share

      Diluted earnings per share were $1.56 in fiscal 2005, compared with $1.22 in fiscal 2004. The fiscal 2005 net
reorganization benefits had the effect of increasing diluted earnings per share by $0.09. The fiscal 2004 restructuring
costs relating to our global consolidation of office space had the effect of reducing diluted earnings per share by $0.07,
and the fiscal 2004 net reorganization benefits had the effect of increasing diluted earnings per share by $0.08. Refer to
Footnote 3 (Restructuring and Reorganization (Benefits) Costs) to our Consolidated Financial Statements below under
“Financial Statements and Supplementary Data.”
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Year Ended August 31, 2004 Compared to Year Ended August 31, 2003

      Revenues for each of our operating groups, geographic regions and types of work were as follows:
                           

          Percent of
          Total
          Revenues
          Before
          Reimbursements
        for the
  Year Ended      Year Ended
  August 31,  Percent Increase    August 31,
    (Decrease)  Percent Increase   
  2004  2003  US$  Local Currency  2004  2003
             

  (in millions)         
OPERATING GROUPS                         

 Communications & High
Tech  $ 3,741  $ 3,290   14%   8%   27%   28%

 Financial Services   2,771   2,355   18   9   20   20 
 Government   1,995   1,582   26   20   15   13 
 Products   2,979   2,613   14   7   22   22 
 Resources   2,178   1,966   11   3   16   17 
 Other   9   12   n/m   n/m   —   — 
                   

TOTAL Revenues Before 
Reimbursements   13,673   11,818   16   9%   100%   100%

                   

  Reimbursements   1,440   1,579   (9)             
                   

  TOTAL REVENUES  $ 15,113  $ 13,397   13%             
                   

GEOGRAPHY                         
 Americas  $ 6,133  $ 5,671   8%   7%   45%   48%
 EMEA   6,572   5,353   23   10   48   45 
 Asia Pacific   968   794   22   12   7   7 
                   

TOTAL Revenues Before 
Reimbursements   13,673   11,818   16   9%   100%   100%

                   

  Reimbursements   1,440   1,579   (9)             
                   

  TOTAL REVENUES  $ 15,113  $ 13,397   13%             
                   

TYPE OF WORK                         
 Consulting(1)  $ 8,589  $ 8,048   7%   0%   63%   68%
 Outsourcing(1)   5,084   3,770   35   28   37   32 
                   

TOTAL Revenues Before 
Reimbursements   13,673   11,818   16   9%   100%   100%

                   

  Reimbursements   1,440   1,579   (9)             
                   

  TOTAL REVENUES  $ 15,113  $ 13,397   13%             
                   

 

n/m = not meaningful

(1) For fiscal 2003, $335 million of revenues before reimbursements previously classified as “Other” have been reclassified to “Consulting” or “Outsourcing” type
of work to conform to the fiscal 2005 presentation.
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Revenues

      Our Communications & High Tech operating group achieved revenues before reimbursements of $3,741 million in
fiscal 2004, an increase of 14% over fiscal 2003, primarily due to increased outsourcing revenues. Consulting revenues
and favorable currency translation also contributed to increased revenues over fiscal 2003. Outsourcing revenues
benefited from strong revenue growth with our Communications and Electronics & High Tech industry groups in the
Americas and Europe. Consulting revenues benefited from growth in Europe, Latin America and Asia Pacific, slightly
offset by a decline in North America. Lower outsourcing revenues in North America were due partly to a substantial
reduction in the scope of our work with a major telecommunications client as a result of that client’s changing business
strategies.

      Our Financial Services operating group achieved revenues before reimbursements of $2,771 million in fiscal 2004,
an increase of 18% over fiscal 2003. Results were primarily driven by strong growth in outsourcing revenues, higher
consulting revenues and favorable currency translation. Revenue growth in our Banking and Insurance industry groups,
particularly in the United Kingdom, contributed to the growth in outsourcing revenues. Consulting revenues benefited
from the continued economic recovery of clients in our Capital Markets industry group.

      Our Government operating group achieved revenues before reimbursements of $1,995 million in fiscal 2004, an
increase of 26% over fiscal 2003. Results were primarily driven by strong growth in both outsourcing and consulting
revenues, in addition to favorable currency translation. Revenue growth with European clients, particularly in the
United Kingdom and with clients in the Asia Pacific region, contributed to increased consulting revenues, which were
partially offset by decreased revenues from clients in the United States. Outsourcing revenue growth benefited from
increased revenues in all geographic regions, in particular with the U.S. Federal government.

      Our Products operating group achieved revenues before reimbursements of $2,979 million in fiscal 2004, an
increase of 14% over fiscal 2003, primarily driven by increased outsourcing revenues. Consulting revenues and
favorable currency translation also contributed to increased revenues over fiscal 2003. A majority of our industry
groups, particularly the Retail & Consumer and the Pharmaceuticals & Medical Products industry groups, contributed
to the growth in outsourcing revenues. Consulting revenues increased primarily due to growth in our Asia Pacific
region revenues, as well as growth in our Automotive and Health Services industry groups in all geographies.
Consulting revenue growth was partially offset by decreased revenues in our Transportation & Travel Services industry
group, particularly in EMEA.

      Our Resources operating group achieved revenues before reimbursements of $2,178 million in fiscal 2004, an
increase of 11% over fiscal 2003, as increases in our outsourcing revenues and a favorable currency translation more
than offset the slight decrease in consulting revenues. All industry groups in Resources, in particular Utilities,
contributed to the growth in outsourcing revenues. The Euro and Pound Sterling contributed to the favorable currency
translation. Consulting revenue growth in our Energy, Metals & Mining and Utilities industry groups was offset by a
decrease in our Chemicals and Forest Products industry group revenues.

      Our Americas region achieved revenues before reimbursements of $6,133 million in fiscal 2004, compared with
$5,671 million in fiscal 2003, an increase of 8% in U.S. dollars and 7% in local currency. A key contributor to this
growth was our Canadian business, where revenues before reimbursements grew 52% in U.S. dollars over fiscal 2003.
This growth was partially offset by items mentioned above with respect to our Communications & High Tech,
Government and Resources operating groups that were primarily concentrated in our Americas region.

54



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

58 of 137 3/8/2006 5:19 PM

 

      Our Europe, Middle East and Africa regions achieved revenues before reimbursements of $6,572 million in fiscal
2004, compared with $5,353 million in fiscal 2003, an increase of 23% in U.S. dollars and 10% in local currency. This
increase was primarily due to strong growth in the United Kingdom, France and Spain, as well as the strengthening of
the Pound Sterling and Euro against the U.S. dollar.

      Our Asia Pacific region achieved revenues before reimbursements of $968 million in fiscal 2004, compared with
$794 million in fiscal 2003, an increase of 22% in U.S. dollars and 12% in local currency. This increase was largely
driven by strong growth in our business in Japan and Australia.

Operating Expenses

      Operating expenses were $13,355 million in fiscal 2004, an increase of $1,509 million, or 13%, over fiscal 2003 and
represented 88% of revenues in both fiscal years 2004 and 2003. As a percentage of revenues before reimbursements,
operating expenses before reimbursable expenses remained flat at 87% in both fiscal years 2004 and 2003. In fiscal
2004, operating expenses included restructuring costs of $107 million relating to the Company’s global consolidation of
office space and benefits of $78 million primarily resulting from final determinations of certain reorganization liabilities
established in connection with our transition to a corporate structure in 2001. The restructuring costs of $107 million
and reorganization benefits of $78 million increased operating expenses before reimbursable expenses as a percentage
of revenues before reimbursements by 0.2 percentage points. The strengthening of various currencies against the
U.S. dollar increased our reported operating expenses for fiscal 2004 compared to fiscal 2003, which partially offset
corresponding increases in reported revenues.

      We incurred severance costs of $111 million in fiscal 2004, compared with $161 million of severance costs in fiscal
2003. We expensed $277 million for variable compensation in fiscal 2004, compared with $11 million of variable
compensation expense in fiscal 2003.

Cost of Services

      Cost of services was $10,497 million in fiscal 2004, an increase of $1,410 million, or 16%, over fiscal 2003 and an
increase as a percentage of revenues to 69% in fiscal 2004 from 68% in fiscal 2003. Cost of services before
reimbursable expenses was $9,057 million in fiscal 2004, an increase of $1,549 million, or 21%, over fiscal 2003. Cost
of services before reimbursable expenses increased as a percentage of revenues before reimbursements to 66% in fiscal
2004 from 64% in fiscal 2003. Gross margins (revenues before reimbursements less cost of services before
reimbursements) decreased to 34% of revenues before reimbursements in fiscal 2004 from 36% in fiscal 2003.

      The primary drivers of the increase in cost of services and the decrease in total gross margins were the continued
shift in our mix of business toward outsourcing and higher variable compensation expense, partly offset by lower
severance costs. The strengthening of various currencies against the U.S. dollar also contributed to the $1,549 million
increase.

Sales and Marketing

      Sales and marketing expense was $1,488 million in fiscal 2004, an increase of $30 million, or 2%, over fiscal 2003
and decreased as a percentage of revenues before reimbursements to 11% in fiscal 2004 from 12% in fiscal 2003. Key
drivers of the increase in sales and marketing expense were a $51 million increase in market-development activities and
branding costs and a $39 million increase in variable compensation expense, partly offset by a $69 million decrease in
business-development costs.
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General and Administrative Costs

      General and administrative costs were $1,340 million in fiscal 2004, an increase of $21 million, or 2%, over fiscal
2003 and decreased as a percentage of revenues before reimbursements to 10% in fiscal 2004 from 11% in fiscal 2003.
The increase in general and administrative costs was primarily due to a $60 million increase in business protection
costs, partly offset by a $42 million decrease in geographic facility costs.

Restructuring and Reorganization Costs (Benefits)

      During fiscal 2004, we recorded restructuring costs of $107 million relating to our global consolidation of office
space, primarily in the United States and the United Kingdom. These costs included losses on operating leases and
write-downs of related assets such as leasehold improvements resulting from abandoned office space. During this same
period, we recorded reorganization benefits of $78 million resulting primarily from final determinations of certain
reorganization liabilities established in connection with our transition to a corporate structure in 2001.

      During fiscal 2003, we recorded reorganization benefits of $19 million resulting from a decrease in certain
reorganization liabilities established in connection with our transition to a corporate structure in 2001. For additional
information, refer to Footnote 3 (Restructuring and Reorganization (Benefits) Costs) to our Consolidated Financial
Statements below under “Financial Statements and Supplementary Data.”

Operating Income

      Operating income was $1,759 million in fiscal 2004, an increase of $207 million, or 13%, over fiscal 2003.
Operating income as a percentage of revenues before reimbursements remained flat at 13% in both fiscal years 2004
and 2003.

      Operating income for each of the operating groups was as follows:
                 

  Year Ended August 31,
   

    Increase (Decrease)
    Excluding
    Increase  Reorganization and
  2004  2003  (Decrease)  Restructuring
         

    (in millions)   
Communications & High Tech  $ 404  $ 321  $ 83  $ 95 
Financial Services   354   306   48   59 
Government   311   282   29   36 
Products   415   428   (13)   (3)
Resources   275   214   61   69 
             

Total  $ 1,759  $ 1,551  $ 208  $ 256 
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      Restructuring costs and reorganization benefits were allocated to the reportable operating groups as follows:
             

  Year Ended August 31,
   

Income (expense)  2004  2003  Change
       

  (in millions)
Communications & High Tech  $ (7)  $ 5  $ (12)
Financial Services   (7)   4   (11)
Government   (4)   3   (7)
Products   (6)   4   (10)
Resources   (5)   3   (8)
          

Total  $ (29)  $ 19  $ (48)
          

      Excluding the effects of reorganization and restructuring, operating income in fiscal 2004 increased by $256 million
over fiscal 2003, reflecting increases in Communications & High Tech, Financial Services, Government and Resources,
which were partially offset by a decrease in Products. The following commentary excludes the effects of reorganization
and restructuring:

 • Communications & High Tech operating income increased primarily due to a 14% increase in revenues before
reimbursements, along with savings from cost-management initiatives and improved chargeability.

 

 • The increase in Financial Services operating income was driven by an 18% increase in revenues before
reimbursements, as well as savings from cost-management initiatives.

 

 • Government operating income increased primarily due to a 26% increase in revenues before reimbursements,
partly offset by higher business-development costs in support of large contracts and lower overall margins.

 

 • Products operating income decreased despite a 14% increase in revenues before reimbursements, primarily due to
lower gross margins reflecting a decrease in consulting margins and the continued shift in our mix of business
toward outsourcing.

 

 • The increase in Resources operating income was driven by an 11% increase in revenues before reimbursements
along with savings from cost-management initiatives and improved chargeability, offset by increases in
outsourcing and consulting costs.

Interest Income

      Interest income was $60 million in fiscal 2004, an increase of $19 million, or 46%, over fiscal 2003. The increase
resulted primarily from the increase in our average cash and investment balances during fiscal 2004, compared with the
average balances for fiscal 2003.

Other Income (Expense)

      Other income was less than $1 million in fiscal 2004, compared with $32 million in fiscal 2003, primarily resulting
from lower foreign currency exchange gains.

Provision for Income Taxes

      The effective tax rates for fiscal years 2004 and 2003 were 32.0% and 35.1%, respectively. The reduction in the
effective tax rate in 2004 resulted primarily from a reduction in valuation allowances, changes in our geographic
distribution of income and the tax effect of a reduction in reorganization
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liabilities. The decrease in reorganization liabilities in fiscal years 2004 and 2003 reduced the annual effective tax rate
by 1.5 and 0.4 percentage points, respectively. The decrease in reorganization liabilities had the effect of increasing
pre-tax income in fiscal 2004 without a corresponding increase in the provision for income taxes.

Minority Interest

      Minority interest was $532 million in fiscal 2004, a decrease of $16 million, or 3%, from fiscal 2003, primarily due
to a reduction in the minority’s average ownership interests to 43% at August 31, 2004 from 52% at the beginning of
fiscal 2004.

Earnings Per Share

      Diluted earnings per share were $1.22 in fiscal 2004, compared with $1.05 in fiscal 2003. The increase was
primarily due to higher operating income. The fiscal 2004 restructuring costs relating to our global consolidation of
office space had the effect of reducing diluted earnings per share by $0.07 and the net reorganization benefit had the
effect of increasing diluted earnings per share by $0.08. In fiscal 2003, the net reorganization benefit had the effect of
increasing diluted earnings per share by $0.02.

Liquidity and Capital Resources

      Our primary sources of liquidity are cash flows from operations, debt capacity available under various credit
facilities and available cash reserves. We may also be able to raise additional funds through public or private debt or
equity financings in order to:

 • take advantage of opportunities, including more rapid expansion;
 

 • acquire complementary businesses or technologies;
 

 • develop new services and solutions;
 

 • respond to competitive pressures; or
 

 • facilitate purchases, redemptions and exchanges of Accenture shares held by our partners, former partners and
their permitted transferees and certain purchases from our other employees.

      At August 31, 2005, cash and cash equivalents of $2,484 million combined with $701 million of liquid
fixed-income securities that are classified as investments on our Consolidated Balance Sheet totaled $3,185 million,
compared with $3,154 million at August 31, 2004, an increase of $31 million.

      Cash flows from operating, investing and financing activities, as reflected in our Consolidated Statement of Cash
Flows, are summarized in the following table:
                  

  Year Ended August 31,
   

    2005 to 2004
  2005  2004  2003  Change
         

  (in millions)
Net cash provided by (used in):                 
 Operating activities  $ 1,887  $ 1,756  $ 1,544  $ 131 
 Investing activities   (575)   (897)   (109)   322 
 Financing activities   (1,377)   (688)   (523)   (689)
Effect of exchange rate changes on cash and cash equivalents   (4)   49   103   (53)
             

Net (decrease) increase in cash and cash equivalents  $ (69)  $ 220  $ 1,015  $ (289)
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      Operating activities: The $131 million increase in cash provided in fiscal 2005 compared to fiscal 2004 was
primarily due to an increase in net income, an increase in accounts payable, and $50 million in discretionary
contributions to our U.S. employees’ pension plans in fiscal 2005 compared to $230 million in fiscal 2004. Partially
offsetting increases in cash provided by operations were variable compensation payments of $263 million made in fiscal
2005 compared to $41 million in fiscal 2004, and an increase in net client balances (receivables from clients, current
and non-current unbilled services and deferred revenues), due primarily to growth in revenues and an increase in total
client financing (see below). The $212 million increase in cash used in operating activities in fiscal 2004 over fiscal
2003 was primarily attributable to an increase in accrued payroll and related benefits, income taxes payable and other
accrued liabilities, which was partly offset by an increase in net client balances and an increase in other current assets.

      Investing activities: The $322 million decrease in cash used in fiscal 2005 compared to fiscal 2004 was primarily
due to a decrease in net purchases of marketable securities, partially offset by the acquisition of the net assets of
Capgemini’s North American Health practice for $179 million in cash (including $4 million of acquisition expenses)
during the fourth quarter of fiscal 2005. The $789 million increase in cash used in investing activities in fiscal 2004
over fiscal 2003 was primarily due to purchases of marketable securities and increased capital spending on property and
equipment, partially offset by increased proceeds from sales of investments. During fiscal years 2005, 2004 and 2003,
we invested $318 million, $282 million and $212 million, respectively, in capital expenditures, primarily for technology
assets, furniture and equipment and leasehold improvements to support our operations. We expect that our capital
expenditures will be approximately $450 million in fiscal 2006.

      Financing activities: The $689 million increase in cash used in fiscal 2005 compared to fiscal 2004 was primarily
driven by an increase of net purchases of common shares in fiscal 2005, partly offset by a net decrease in restricted cash
of the predecessor to the Accenture Share Employee Compensation Trust. Contributing to the $165 million increase in
cash used for financing activities in fiscal 2004 over fiscal 2003 was an increase in net share repurchases in fiscal 2004
over fiscal 2003, which was partly offset by a contract termination payment in fiscal 2003 and a net decrease in
restricted cash of the predecessor to the Accenture Share Employee Compensation Trust.

Borrowing Facilities

      At August 31, 2005, we had the following borrowing facilities, including the issuance of letters of credit, to support
general working capital purposes:
     

  Facility
  Amount
   

  (in millions)
Syndicated loan facility(1)  $ 1,500 
Separate bilateral, uncommitted, unsecured multicurrency revolving credit facilities(2)   251 
Local guaranteed and non-guaranteed lines of credit(2)   202 
    

Total  $ 1,953 
    

 

(1) We have a $1,500 million syndicated loan facility maturing June 18, 2009 that provides unsecured, revolving borrowing
capacity for general working capital purposes, including the issuance of letters of credit. Financing is provided under this
facility at the prime rate or at the London Interbank Offered Rate plus a spread. This facility requires us to: (1) limit liens
placed on our assets to (a) liens incurred in the ordinary course of business (subject to certain qualifications) and (b) other liens
securing obligations not to exceed 30% of the Company’s consolidated assets; and (2) maintain a debt-to-cash-flow ratio not
exceeding 1.75 to 1.00. We continue to be in compliance with these terms. As of August 31, 2005, we had no borrowings
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under the facility and $54 million in letters of credit outstanding. The facility is subject to annual commitment fees.

(2) We maintain four separate bilateral, uncommitted, unsecured multicurrency revolving credit facilities. These facilities provide
local-currency financing in countries where we cannot readily access our syndicated facilities. We also maintain local
guaranteed and non-guaranteed lines of credit. At August 31, 2005, we had $4 million outstanding under these various
facilities. Interest rate terms on the bilateral revolving facilities and local lines of credit are at market rates prevailing in the
relevant local markets.

      We had $9 million and $7 million of other short-term borrowings outstanding at August 31, 2005 and 2004,
respectively. In addition, we had total outstanding debt of $62 million and $49 million at August 31, 2005 and 2004,
respectively, which was primarily incurred in conjunction with our purchase of Accenture HR Services.

Client Financing

      In limited circumstances, we agree to extend financing to clients on technology integration consulting contracts. The
terms vary by contract, but generally we contractually link payment for services to the achievement of specified
performance milestones. We finance these client obligations primarily with existing working capital and bank financing
in the country of origin. Imputed interest is recorded at market rates in interest income on the Consolidated Income
Statement. Information pertaining to client financing is as follows:
         

  August 31,
   

  2005  2004
     

  (in millions,
  except number of
  clients)
Number of clients   29   40 
Client financing included in current unbilled services  $ 262  $ 243 
Client financing included in non-current unbilled services   472   212 
       

Total client financing  $ 734  $ 455 
       

      The increase in client financing from August 31, 2004 was primarily due to client financing balance increases on the
NHS Contracts.

Share Purchases and Redemptions

      From time to time Accenture purchases Accenture Ltd Class A common shares through the Company’s open-market
purchase program and also purchases, redeems and exchanges Accenture shares held by partners, former partners and
their permitted transferees. Accenture also purchases certain Accenture Ltd Class A common shares awarded to
employees pursuant to restricted share units issued in connection with our initial public offering.

Open-Market Purchases

      Since April 2002, we have conducted our publicly announced, open-market share purchase program for Accenture
Ltd Class A common shares. The program, which is conducted through one or more subsidiaries of Accenture Ltd, uses
the purchased shares to provide for select employee benefits, such as equity awards to our employees. These purchased
shares are treated as treasury shares and are excluded from our earnings per share calculations.
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      During fiscal years 2005 and 2004, we purchased an aggregate of 20,566,470 and 8,413,050 Accenture Ltd Class A
common shares, respectively, for aggregate purchase prices of $480 million and $201 million, respectively.

Share Management Plan and RSU Sell-Back Program Transactions

      Under our Share Management Plan, which expired on July 24, 2005, we provided quarterly transactions to give our
partners, former partners and their permitted transferees the opportunity to dispose of shares that were eligible for
transfer under the terms of the various transfer restrictions applicable to them.

      The Board of Directors of Accenture Ltd previously granted authority to utilize $1.2 billion for purchases and
redemptions of shares held by partners, former partners, and their permitted transferees, as well as for the acquisition of
certain Accenture Ltd Class A common shares awarded to employees pursuant to restricted share units awarded in
connection with our initial public offering. Effective as of October 15, 2004, the Board of Directors of Accenture Ltd
authorized an additional $3 billion for the purchase, redemption and exchange from time to time of Accenture shares,
including open-market share purchases. Of these previously authorized amounts, $1,093 million was used in fiscal
2005, primarily pursuant to quarterly tender offers made to Accenture SCA Class I common shareholders by controlled
subsidiaries of Accenture Ltd that redeemed or purchased an aggregate of 44,105,764 Accenture SCA Class I common
shares and by related purchases of 643,325 Accenture Canada Holdings Inc. exchangeable shares. In addition, during
fiscal years 2005 and 2004, Accenture purchased 398,394 and 1,002,761 Accenture Ltd Class A common shares,
respectively, delivered pursuant to restricted share units awarded in connection with our initial public offering for
approximately $10 million and $25 million, respectively.

      In July 2005, we implemented a Senior Executive Trading Policy applicable to our senior executives which
provides, among other things, that all Accenture Ltd Class A common shares, Accenture SCA Class I common shares,
and Accenture Canada Holdings Inc. exchangeable shares covered by the transfer restrictions contained in our various
charter documents and available for transfer will be subject to quarterly trading guidelines. These guidelines seek to
limit the total number of these shares redeemed, sold or otherwise transferred in any calendar quarter to no more than a
composite average weekly volume of trading in Accenture Ltd Class A common shares. As of October 24, 2005, the
shares covered by the transfer restrictions contained in our various charter documents and subject to these additional
quarterly guidelines represented approximately 55% of the total number of shares covered by the transfer restrictions
contained in our various charter documents. The Senior Executive Trading Policy was implemented, in part, due to the
expiration on July 24, 2005 of our Share Management Plan for partners and the charter provisions we used to facilitate
that plan. Since July 24, 2005, holders of shares covered by the transfer restrictions contained in our various charter
documents have been able to individually execute sales, redemptions or dispositions of those shares that are free of
transfer restrictions and, in the case of our senior executives, in compliance with the quarterly trading guidelines
contained in the Senior Executive Trading Policy. We intend to continue to redeem or purchase all Accenture SCA
Class I common shares and Accenture Canada Holdings Inc. exchangeable shares offered for redemption or purchase
for cash.

      At August 31, 2005, the amount available for future share redemptions and purchases of Accenture SCA Class I
common shares and Accenture Canada Holdings Inc. exchangeable shares, as well as Accenture Ltd Class A common
shares delivered pursuant to restricted share units awarded in connection with our initial public offering, was
$1,121 million.

61



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

65 of 137 3/8/2006 5:19 PM

 

Other Redemptions and Purchases

      In fiscal 2005, we continued to redeem or purchase certain Accenture SCA Class I common shares in isolated
transactions in accordance with the redemption provisions of Accenture SCA’s Articles of Association or in purchase
transactions on comparable terms. Funds used in these transactions did not reduce other specific authorizations made by
the Board of Directors of Accenture Ltd for various share purchase or reduction activities. These transactions occurred
outside of our Share Management Plan and consisted primarily of redemptions or purchases of shares held by the
beneficiaries and estates of deceased partners and, to a lesser extent, by charitable foundations. During fiscal 2005,
$2 million was used for these purposes. After the expiration of our Share Management Plan on July 24, 2005, all future
redemptions and purchases of Accenture SCA Class I common shares from partners, former partners and their permitted
transferees, from whatever source, will reduce the amount of funds authorized and available for such purposes.

Subsequent Developments

      On September 14, 2005, Accenture SCA and one of its subsidiaries made a tender offer to Accenture SCA Class I
common shareholders that resulted in the redemption and purchase, effective as of October 14, 2005 of an aggregate of
35,922,744 Accenture SCA Class I common shares at a price of $21.50 per share. The total cash outlay for these
transactions was $772 million.

      On October 6, 2005, Accenture Ltd declared a cash dividend of $0.30 per share on its Class A common shares for
shareholders of record at the close of business on October 17, 2005. Accenture Ltd will cause Accenture SCA to declare
a cash dividend of $0.30 per share on its Class I common shares for shareholders of record at the close of business on
October 12, 2005. Both dividends are to be payable on November 15, 2005.

Obligations and Commitments

      As of August 31, 2005, we had the following obligations and commitments to make future payments under
contracts, contractual obligations and commercial commitments:
                     

  Payments due by period
   

Contractual Cash Obligations  Total  Less than 1 year  1-3 years  3-5 years  More than 5 years
           

  (in millions)
Long-term debt  $ 62  $ 17  $ 44  $ 1  $ — 
Operating leases   2,541   334   526   419   1,262 
Training facility services agreement   24   20   4   —   — 
Retirement obligations(1)   278   41   73   59   105 
Other purchase commitments(2)   444   233   177   27   7 
                

Total  $ 3,349  $ 645  $ 824  $ 506  $ 1,374 
                

 

(1) This represents projected payments under our Basic Retirement Benefit and Early Retirement Plans. Because both of these plans are unfunded, we pay these
benefits directly. These plans were eliminated for active partners after May 15, 2001.

(2) Other purchase commitments include, among other things, information technology, software support and maintenance obligations, as well as other obligations in
the ordinary course of business that we cannot cancel or where we would be required to pay a termination fee in the event of cancellation. Amounts shown do not
include recourse that we may have to recover termination fees or penalties from clients.

Off-Balance Sheet Arrangements

      We have various agreements by which we may be obligated to indemnify the other party with respect to certain
matters. Generally, these indemnification provisions are included in contracts arising in the normal course of business
under which we customarily agree to hold the indemnified
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party harmless against losses arising from a breach of representations related to such matters as title to assets sold and
licensed or certain intellectual property rights. Payments by us under such indemnification clauses are generally
conditioned on the other party making a claim. Such claims are generally subject to challenge by us and dispute
resolution procedures specified in the particular contract. Furthermore, our obligations under these arrangements may
be limited in terms of time and/or amount and, in some instances, we may have recourse against third parties for certain
payments made by us. It is not possible to predict the maximum potential amount of future payments under these
indemnification agreements due to the conditional nature of our obligations and the unique facts of each particular
agreement. Historically, the Company has not made any payments under these agreements that have been material
individually or in the aggregate. As of August 31, 2005, we were not aware of any obligations under such
indemnification agreements that would require material payments.

      From time to time, Accenture enters into contracts with clients whereby it has joint and several liability with other
participants and third parties providing related services and products to the client. Under these arrangements, Accenture
and other parties may assume some responsibility to the client for the performance of others under the terms and
conditions of the contract with or for the benefit of the client. To date, Accenture has not been required to make any
payments under any of the contracts described in this paragraph. For further discussion of these transactions, please see
Footnote 15 (Commitments and Contingencies) to our Consolidated Financial Statements below under “Financial
Statements and Supplementary Data.”

Newly Issued Accounting Standard

      In December 2004, the Financial Accounting Standards Board issued Statement of Financial Accounting Standard
No. 123R, Share-Based Payment (“SFAS No. 123R”). This Statement is a revision of SFAS No. 123, Accounting for
Stock-Based Compensation (“SFAS No. 123”), and supersedes Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees, and its related implementation guidance. SFAS No. 123R focuses primarily
on accounting for transactions in which an entity obtains employee services in share-based payment transactions. The
Statement requires entities to recognize compensation expense for awards of equity instruments to employees based on
the grant-date fair value of those awards (with limited exceptions). SFAS No. 123R also requires the benefits of tax
deductions in excess of recognized compensation expense to be reported as a financing cash flow, rather than as an
operating cash flow, as prescribed under current accounting rules. This requirement will reduce net operating cash flows
and increase net financing cash flows in periods after adoption. Total cash flow will remain unchanged from what
would have been reported under prior accounting rules. SFAS No. 123R is effective for the first annual reporting period
that begins after June 15, 2005.

      Accenture adopted SFAS No. 123R on September 1, 2005, using the Statement’s modified prospective application
method. Adoption of SFAS No. 123R will not affect Accenture’s total cash flows or financial position, but it will
reduce reported income and earnings per share because Accenture currently uses the intrinsic value method as permitted
by Opinion No. 25. Accordingly, no compensation expense is currently recognized for share purchase rights granted
under the Company’s employee stock option and employee share purchase plans.

      Specifically, adopting SFAS No. 123R will result in Accenture recording compensation expense for employee stock
options and employee share purchase rights. Had Accenture expensed employee stock options and employee share
purchase rights under SFAS No. 123 for the year ended August 31, 2005, the following reported items would have been
reduced: Income before income taxes by $218 million; Income before minority interest by $152 million; Net income by
$98 million; and
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Diluted earnings per share by $0.16. We expect to increase the use of restricted share units and reduce the use of stock
options in our employee incentive awards for fiscal 2006, resulting in total stock-based compensation expense that is
comparable to fiscal 2005 pro forma expense.

      In addition, on September 1, 2005, upon adoption of SFAS No. 123R using the modified prospective application
method, Accenture recognized an immaterial one-time pre-tax gain, representing the reversal of compensation costs
recorded in prior years for restricted share units that are not expected to vest due to future forfeitures.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

      We have no market risk sensitive instruments entered into for trading purposes; therefore, all of our market risk
sensitive instruments were entered into for purposes other than trading.

Foreign Currency Risk

      We are exposed to foreign currency risk in the ordinary course of business. We hedge material cash flow exposures
when feasible using forward and/or option contracts, with the Euro accounting for a significant portion of the notional
amount being hedged. These instruments are generally short-term in nature, with typical maturities of less than one
year, and are subject to fluctuations in foreign exchange rates and credit risk. From time to time, we enter into forward
or option contracts of a long-term nature. Credit risk is managed through careful selection and ongoing evaluation of the
financial institutions utilized as counterparties.

      We use sensitivity analysis to determine the effects that market risk exposures may have on the fair value of our
hedge portfolio. The foreign currency exchange risk is computed based on the market value of future cash flows as
affected by the changes in the rates attributable to the market risk being measured. The sensitivity analysis represents
the hypothetical changes in value of the hedge position and does not reflect the offsetting gain or loss on the underlying
exposure. As of August 31, 2005, a 10% decrease in the levels of foreign currency exchange rates against the
U.S. dollar with all other variables held constant would have resulted in a decrease in the fair value of our financial
instruments of $19 million, while a 10% increase in the levels of foreign currency exchange rates against the U.S. dollar
would have resulted in an increase in the fair value of our financial instruments of $19 million. As of August 31, 2004,
a 10% decrease in the levels of foreign currency exchange rates against the U.S. dollar with all other variables held
constant would have resulted in a decrease in the fair value of our financial instruments of $17.9 million, while a 10%
increase in the levels of foreign currency exchange rates against the U.S. dollar would have resulted in an increase in
the fair value of our financial instruments of $17.9 million.

Interest Rate Risk

      The interest rate risk associated with our borrowing and investing activities at August 31, 2005 is not material in
relation to our consolidated financial position, results of operations or cash flows. While we may do so in the future, we
have not used derivative financial instruments to alter the interest rate characteristics of our investment holdings or debt
instruments.

Equity Price Risk

      The equity price risk associated with our marketable equity securities that are subject to market price volatility is not
material in relation to our consolidated financial position, results of operations or cash flows.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

      See the index included on page F-1, Index to Consolidated Financial Statements.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

      None.

ITEM 9A. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures

      Based on their evaluation as of the end of the period covered by this Annual Report on Form 10-K, the Chief
Executive Officer and the Chief Financial Officer of Accenture Ltd have concluded that Accenture Ltd’s disclosure
controls and procedures (as defined in Rules 13a-14(c) and 15d-14(c) under the Exchange Act) are effective to ensure
that information required to be disclosed by Accenture Ltd in the reports that it files or submits under the Exchange Act
is recorded, processed, summarized and reported within the time periods specified in Securities and Exchange
Commission’s rules and forms.

(b) Management’s Report on Internal Control over Financial Reporting

      Accenture’s management is responsible for establishing and maintaining adequate internal control over financial
reporting to provide reasonable assurance regarding the reliability of the Company’s financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles.
Internal control over financial reporting includes those policies and procedures that:

       (i) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions
and dispositions of the Company’s assets;

 

       (ii) provide reasonable assurance that the transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that the Company’s receipts
and expenditures are being made only in accordance with the authorization of management and/or Board of
Directors; and

 

       (iii) provide reasonable assurance regarding the prevention or timely detection of any unauthorized acquisition,
use or disposition of company assets that could have a material effect on the Company’s financial statements.

      Due to its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate due to changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

      Under the supervision and with the participation of our management, including our Chief Executive Officer and
Chief Financial Officer, the Company conducted an evaluation of the effectiveness of our internal control over financial
reporting using the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO) in Internal Control—Integrated Framework. Based on its evaluation, the Company’s management concluded
that its internal control over financial reporting was effective as of the end of the period covered by this Annual Report
on Form 10-K.

      KPMG LLP, an independent registered public accounting firm, has audited the Consolidated Financial Statements
included in this Annual Report on Form 10-K and, as part of their audit, has
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issued its reports, included herein, (1) on our management’s assessment of the effectiveness of our internal control over
financial reporting and (2) on the effectiveness of our internal control over financial reporting. See “Report of
Independent Registered Public Accounting Firm” on page F-3.

(c) Changes in Internal Control over Financial Reporting

      There has been no significant change in Accenture Ltd’s internal control over financial reporting that occurred
during the fourth quarter of fiscal 2005 that has materially affected, or is reasonably likely to materially affect,
Accenture Ltd’s internal control over financial reporting.

      As of September 1, 2004, we transitioned certain of our business and financial systems to new platforms. The
implementation of these platforms as of September 1, 2004 represents a culmination of more than a year of preparation,
testing and training. Implementation of the new systems necessarily involves changes to our procedures for control over
financial reporting. Management, including our Chief Executive Officer and Chief Financial Officer, believes that
throughout this implementation process we have maintained internal financial controls sufficient to ensure appropriate
internal control over financial reporting for fiscal 2005.

ITEM 9B. OTHER INFORMATION

      Fiscal 2005 revenues before reimbursements on a geographic basis provided in “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” reflect minor reclassifications of intercompany
eliminations. These reclassifications did not affect total revenues, revenues by operating group, or revenues by type of
work. The reclassified quarterly revenues before reimbursements by geography can be found in Exhibit 99.1 to this
Annual Report on Form 10-K.
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PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

      For information about our executive officers, please see “Executive Officers of the Registrant” on page 32.

Directors

      Joe W. Forehand, 57, has been Chairman of the Board since February 2001. From November 1999 to August
2004, he was our Chief Executive Officer and served as Chairman of our Management Committee, our Executive
Committee and our Global Leadership Council. Mr. Forehand has been with Accenture for 33 years. Mr. Forehand’s
current term as director expires at the annual general meeting of shareholders in 2008.

      William D. Green, 52, has been a director since June 2001 and our Chief Executive Officer and Chairman of our
Executive Leadership Team since September 2004. From March 2003 to August 2004 he was our Chief Operating
Officer—Client Services, and from August 2000 to August 2004 he was our Country Managing Director, United States.
Mr. Green has been with Accenture for 27 years. Mr. Green’s current term as director expires at the annual general
meeting of shareholders in 2006.

      Steven A. Ballmer, 49, has been a director since October 2001. He is chief executive officer and a director of
Microsoft Corp. Since joining Microsoft in 1980, Mr. Ballmer has headed several Microsoft divisions, including
operations, operating systems development, and sales and support. He was promoted to president in July 1998 and was
named chief executive officer in January 2000. Mr. Ballmer’s current term as director expires at the annual general
meeting of shareholders in 2006.

      Dina Dublon, 52, has been a director since October 2001. From December 1998 until December 2004, she was
chief financial officer of J.P. Morgan Chase & Co. and its predecessor company. Prior to being named chief financial
officer, she held numerous other positions, including corporate treasurer, managing director of the Financial Institutions
Division and head of asset liability management. She is a director of Microsoft Corp. and of PepsiCo, Inc. Ms. Dublon
serves as Chairwoman of the Finance Committee and serves on the Compensation Committee of our Board of Directors.
Ms. Dublon’s current term as director expires at the annual general meeting of shareholders in 2006.

      Dennis F. Hightower, 64, has been a director since November 2003. From May 2000 until his retirement in March
2001, he was chief executive officer of Europe Online Networks S.A., a Luxembourg-based Internet services provider.
He is a director of Domino’s Inc., Northwest Airlines Corporation and The TJX Companies Inc. Mr. Hightower serves
on the Compensation Committee and the Nominating & Governance Committee of our Board of Directors.
Mr. Hightower’s current term as director expires at the annual general meeting of shareholders in 2007.

      William L. Kimsey, 63, has been a director since November 2003. From October 1998 until his retirement in
September 2002, Mr. Kimsey was global chief executive officer of Ernst & Young Global. He is a director of Western
Digital Corporation, Royal Caribbean Cruises Ltd and NAVTEQ Corporation. Mr. Kimsey serves on the Audit
Committee of our Board of Directors. Mr. Kimsey’s current term as director expires at the annual general meeting of
shareholders in 2007.

      Robert I. Lipp, 67, has been a director since October 2001. He is a senior advisor at J.P. Morgan Chase & Co.
From April 2004 to September 2005, he was executive chairman of St. Paul Travelers Companies Inc. From December
2001 to April 2004, Mr. Lipp was chairman and chief executive officer of its predecessor company, Travelers Property
Casualty Corp. Mr. Lipp also served

67



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

71 of 137 3/8/2006 5:19 PM

 

as chairman of the board of Travelers Insurance Group Holdings Inc. from 1996 to 2000 and from January 2001 to
October 2001. During 2000 he was a vice-chairman and member of the office of the chairman of Citigroup. Mr. Lipp is
a director of St. Paul Travelers Companies Inc. and JP Morgan Chase & Co. Mr. Lipp serves on the Finance Committee
and Nominating & Governance Committee of our Board of Directors. Mr. Lipp’s current term as director expires at the
annual general meeting of shareholders in 2007.

      Blythe J. McGarvie, 48, has been a director since October 2001. She is president of Leadership for International
Finance, LLC, a firm that focuses on improving clients’ financial positions and providing leadership seminars for
corporate and academic groups. From July 1999 to December 2002, she was executive vice president and chief
financial officer of BIC Group. She is a member of the board of directors of The Pepsi Bottling Group, Inc., The St.
Paul Travelers Companies, Inc. and Lafarge North America Inc. Ms. McGarvie serves as the Chairwoman of the Audit
Committee of our Board of Directors. Ms. McGarvie’s current term as director expires at the annual general meeting of
shareholders in 2008.

      Sir Mark Moody-Stuart, 65, has been a director since October 2001 and our Lead Outside Director since
November 2002. He is chairman of AngloAmerican plc, former chairman of The Shell Transport and Trading Company
and former chairman of the Committee of Managing Directors of the Royal Dutch/ Shell Group of Companies. From
July 1991 to June 2001, he was managing director of Shell Transport and a managing director of Royal Dutch/ Shell
Group. In addition to Anglo American plc, Sir Mark is a director of HSBC Holdings PLC. He serves as Chairman of the
Compensation Committee and serves on the Finance Committee of our Board of Directors. Sir Mark’s current term as
director expires at the annual general meeting of shareholders in 2008.

      Carlos Vidal, 51, has been a director since February 2003, our Chair—Senior Executive Income Committee since
March 2003 and our Managing Partner—Geographic Strategy & Operations since September 2004. In addition,
Mr. Vidal has been our Country Managing Director, Spain since December 1998 and Chairman of the Geographic
Council for Spain, Portugal, South Africa, Nigeria and Israel since 2000. From March 2000 until September 2004, he
was our Managing Partner—Financial Services, NEWS operating unit (which included, at the time, the United
Kingdom, Ireland, Italy, Greece, Eastern Europe, Latin America, Spain and Portugal). Mr. Vidal serves on the Finance
Committee of our Board of Directors. Mr. Vidal has been with Accenture for 30 years. Mr. Vidal’s current term as
director expires at the annual general meeting of shareholders in 2006.

      Wulf von Schimmelmann, 58, has been a director since October 2001. He has been chief executive officer of
Deutsche Postbank AG, Germany’s largest independent retail bank, since 1999. He is also a member of the board of
directors of Deutsche Post World Net Group. Mr. von Schimmelmann serves as Chairman of the Nominating &
Governance Committee and serves on the Audit Committee of our Board of Directors. Mr. von Schimmelmann’s
current term as director expires at the annual general meeting of shareholders in 2007.

Audit Committee

      The Audit Committee, which has been established in accordance with Section 3(a)(58)(A) of the Securities and
Exchange Act of 1934, as amended, consists of three of our non-employee directors: Blythe J. McGarvie, who is
chairwoman of the committee, William Kimsey and Wulf von Schimmelmann. The Board has determined that each of
the committee members meets the independence standards set forth in Accenture’s Corporate Governance Guidelines,
as well as the current independence and financial experience requirements of the New York Stock Exchange. In
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addition, the Board has determined that Ms. McGarvie is a “financial expert” within the meaning of the current rules of
the Securities and Exchange Commission.

Section 16(a) Beneficial Ownership Reporting Compliance

      Under the Federal securities laws, our directors, executive officers and beneficial owners of more than 10% of
Accenture Ltd’s Class A common shares or Class X common shares are required within a prescribed period of time to
report to the Securities and Exchange Commission transactions and holdings in Accenture Ltd Class A common shares
and Class X common shares. Our directors and executive officers are also required to report transactions and holdings
in Accenture SCA Class I common shares. Based solely on a review of the copies of such forms received by us and on
written representations from certain reporting persons that no annual corrective filings were required for those persons,
we believe that during fiscal 2005 all these filing requirements were timely satisfied.

Code of Business Ethics relating to Directors and Executive Officers

      Accenture’s Code of Business Ethics is available on the Investor Relations section of our website at
http://investor.accenture.com. Our Code of Business Ethics applies to all of our employees, including our Chief
Executive Officer, Chief Financial Officer and Principal Accounting Officer, and to our directors, where appropriate. If
our Board of Directors grants any waivers from our Code of Business Ethics to any of our directors or executive
officers, or if we amend our Code of Business Ethics, we will disclose these matters through the Investor Relations
section of our website.
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ITEM 11. EXECUTIVE COMPENSATION
Summary Compensation Table

      The following table sets forth, for fiscal years 2005, 2004 and 2003, the compensation for our Chief Executive
Officer and for each of our four most highly compensated executive officers, other than the Chief Executive Officer,
serving as executive officers at the end of fiscal 2005. These five persons are referred to, collectively, as the “Named
Executive Officers.”
                              

  Annual Compensation  Long-Term Compensation Awards
     

    Restricted  Securities   
    Other Annual  Share Unit  Underlying  All Other
    Bonus  Compensation  Award(s)  Options  Compensation
  Year  Salary($)  ($)(1)  (#)(3)  ($)(4)  (#)(5)  ($)
               

William D. Green   2005   2,107,500   199,362   —   3,749,990   —   — 
 Chief Executive Officer   2004   1,639,500   79,282   —   —   —   — 
    2003   1,518,000   67,735   —   —   —   — 
Michael G. McGrath   2005   1,785,808   1,122,929(2)  —   —   27,335   — 
 Chief Financial Officer   2004   1,451,535   66,066   —   —   —   — 
    2003   1,716,000   76,570   —   —   —   — 
Mark Foster   2005   2,211,040   202,612   —   1,874,995   32,529   — 

 Chief Executive —
Products   2004   1,557,748   72,350   —   —   —   — 

 Operating Group   2003   1,234,916   44,333   —   —   —   — 
Karl-Heinz Flöther   2005   2,063,106   191,609   —   1,874,995   28,975   — 

 Chief Executive —
Technology &   2004   1,482,226   71,638   —   —   —   — 

 Delivery   2003   1,261,069   56,282   —   —   —   — 
Diego Visconti   2005   1,648,930   178,780   —   1,874,995   25,968   — 

 Chief Executive —
Communications &   2004   1,302,130   80,556   —   —   —   — 

 High Tech Operating
Group   2003   1,225,695   56,985   —   —   —   — 

 

(1) Except as otherwise indicated, consists of variable compensation payments.
(2) Includes an aggregate of $967,500 in cash incentive bonuses payable in connection with Mr. McGrath’s July 12, 2004 appointment and continued service as

Chief Financial Officer of the Company.
(3) The aggregate amount of perquisites and other personal benefits, securities or property received by any Named Executive Officer does not exceed $50,000.
(4) On March 4, 2005, each of Mssrs. Green, Foster, Flöther and Visconti was granted a performance-based award of restricted share units. Mr. Green received an

award of 147,812 restricted share units and each of Mssrs. Foster, Flöther and Visconti received an award of 73,906 restricted share units. These restricted share
units may vest, in whole or in part, at the end of Accenture’s fiscal year ending August 31, 2007. The vesting schedule for the award is based on the achievement
of certain targets for the period starting on September 1, 2004 and ending on August 31, 2007 (the “Performance Period”), and vests based on two different sets
of performance criteria. Up to 50% of the award will vest, in whole or in part, based upon Accenture’s total shareholder return, as compared to a group of peer
companies during the Performance Period. The remaining 50% of the award will vest, in whole or in part, based upon the achievement of operating income
targets by Accenture for the Performance Period. If dividends are declared on Accenture Ltd Class A common shares while the restricted share units are
outstanding, the number of restricted share units to be granted will be adjusted to reflect the payment of such dividends. At August 31, 2005, the value of
Mr. Green’s award was $3,606,613, and the value of each of award granted to Mssrs. Foster, Flöther and Visconti was $1,803,306, based upon the last reported
price of Accenture Ltd Class A common shares on that date.

(5) Indicates the number of Accenture Ltd Class A common shares underlying options granted on February 18, 2005. For more information on these option grants
see “— Option Grants in Last Fiscal Year.”

Compensation Committee Interlocks

      We do not have any compensation committee interlocks. Our Compensation Committee is comprised solely of
independent directors: Sir Mark Moody-Stuart (who continues to serve as chair), Dina Dublon and Dennis F.
Hightower.

Compensation of Executive Officers

      For fiscal 2005, the compensation of our senior executives who formerly held the “partner” title, including the
compensation of our executive officers, was determined based on the “unit” level of these senior executives and on
amounts budgeted for senior executive compensation. Relative levels of
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compensation, or unit allocation, were determined by a committee that includes our Chief Executive Officer and the
members of our Executive Leadership Team, which reviewed evaluations and recommendations concerning the
performance of these senior executives and prepared an income plan for fiscal 2005 compensation for these senior
executives. Pursuant to the terms of the partners matters agreement, the income plan was approved by a 662/3% vote of
the senior executives who are a party to the partner matters agreement and, with respect to the Chief Executive Officer
and the other principal executive officers of Accenture Ltd, unit allocation for these executives was approved by the
Compensation Committee of the Board of Directors of Accenture Ltd.

      As part of Accenture’s budgeting process, the Board of Directors approves budgeted amounts for Accenture’s
results and cash compensation to its senior executives, with each such individual receiving his or her compensation
based on his or her unit allocation. Accenture pays a portion of the total budgeted compensation as a fixed component
of compensation and may pay the remainder of the budgeted amount, or more, as a bonus based on actual operating
results (compared to budgeted amounts) and individual performance.

Compensation of Outside Directors

      No director who is an Accenture employee receives additional compensation for serving as a director.

      Except as noted below, each director who is not an employee of Accenture Ltd or its subsidiaries receives the
following compensation:

 • upon appointment to the Board of Directors, an initial grant of fully-vested restricted share units having, at the
time of grant, an aggregate market value of $150,000, with delivery scheduled after twelve months;

 

 • an annual grant of fully-vested restricted share units having, at the time of grant, an aggregate market value of
$150,000, with delivery scheduled after twelve months; and

 

 • an annual retainer of $70,000, which may be received in the form of cash, fully-vested restricted share units with
delivery scheduled after twelve months or a combination of cash and restricted share units except that our Lead
Outside Director receives an annual retainer of $125,000.

      In addition, certain directors receive additional cash compensation for their service on the Board of Directors:

 • each member of our Audit Committee receives compensation of $5,000 each year; and
 

 • the Chairperson of each committee of the Board of Directors receives compensation of $5,000 each year, except
that the Chairperson of the Audit Committee receives compensation of $10,000 each year.

      Furthermore, in February 2005 the Board of Directors adopted a policy requiring each outside director to, within
three years of his or her appointment and for the duration of that director’s service, retain ownership of Accenture
equity having a market value equal to three times the value of the annual equity grants being made to directors at the
time at which the ownership requirement is assessed.

      Steven A. Ballmer has elected not to receive any compensation for his service as a director, and the Nominating &
Governance Committee has determined that Mr. Ballmer will not be subject to the equity ownership requirements
described above.
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Employment Contracts

      Each of our Chief Executive Officer and our Named Executive Officers who are current Accenture employees has
entered into an annual employment agreement which is renewed automatically each year. The employment agreements,
which are standard employment contracts for Accenture highest-level senior executives, provide that these executive
officers will receive compensation as determined by Accenture. Pursuant to the employment agreements, each of the
executive officers has also entered into a non-competition agreement whereby each has agreed that, for a specified
period, he or she will not (1) associate with and engage in competing services for any competitive enterprise; or
(2) solicit or assist any other entity in soliciting any client or prospective client for the purposes of providing competing
services, perform competing services for any client or prospective client, or interfere with or damage any relationship
between us and a client or prospective client. In addition, each of these executive officers has agreed that for the
restricted period he or she will not solicit or employ any Accenture employee or any former employee who ceased
working for us within an 18-month period before or after the date on which the executive officer’s employment with us
or any of our affiliates terminated.

Option Grants in Last Fiscal Year
                         

  Individual Grants   
    Potential Realizable Value
    Percent of    at Assumed Annual Rates
  Number of  Total    of Stock Price
  Securities  Options/SARs  Exercise    Appreciation for Option
  Underlying  Granted to  or Base    Term($)
  Option/SARs  Employees in  Price  Expiration   
Name  Granted (#)  Fiscal Year  ($/share)  Date  5%  10%

             

William D. Green   —   —   —   —   —   — 
Michael G. McGrath   27,335(1)   0.13%  $ 24.73   2/18/2015  $ 425,129  $ 1,077,361 
Mark Foster   32,529(2)   0.15%   24.73   2/18/2015   505,909   1,282,074 
Karl-Heinz Flöther   28,975(3)   0.14%   24.73   2/18/2015   450,636   1,141,999 
Diego Visconti   25,968(1)   0.12%   25.44   2/18/2015   385,452   1,005,067 
 

(1) Consists of a stock option granted on February 18, 2005. All shares were fully vested as of the grant date.
(2) Consists of a stock option granted on February 18, 2005. One-third of the shares vested on August 31, 2005, and an additional one-third of the shares will vest on

each of August 31, 2006 and August 31, 2007, subject to continued employment with the Company.
(3) Consists of a stock option granted on February 18, 2005. One-third of the shares was fully vested as of the grant date, and an additional one-third of the shares

will vest on each of August 31, 2006 and August 31, 2007, subject to continued employment with the Company.

Aggregated Option Exercises in Last Fiscal Year and Fiscal Year-End Option Values
                         

      Number of Securities   
      Underlying  Value of Unexercised
  Shares    Unexercised Options at  In-the-money Options
  Acquired    August 31, 2005(#)  at August 31, 2005($)
  Upon  Value     
Name  Exercise(#)(1)  Realized($)  Exercisable  Unexercisable  Exercisable  Unexercisable

             

William D. Green   —   —   —   —   —    — 
Michael G. McGrath   —   —   27,335   —   —    — 
Mark Foster   —   —   10,842   21,687   —    — 
Karl-Heinz Flöther   —   —   9,658   19,317   —    — 
Diego Visconti   —   —   25,968   —   —    — 
 

(1) None of the Named Executive Officers exercised any options during fiscal 2005.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
Beneficial Ownership of More than Five Percent

      As of October 24, 2005, the only persons known by us to be beneficial owners of more than five percent of
Accenture Ltd Class A common shares or Class X common shares were as follows:
                     

  Accenture Ltd Class A  Accenture Ltd Class X   
  common shares  common shares  Percentage of the
      total number of
  Shares  % of Shares  Shares  % of Shares  Class A and Class X
  beneficially  beneficially  beneficially  beneficially  common shares
Name and Address of Beneficial Owner  owned  owned  owned  owned  beneficially owned

           

Stichting Naritaweg I
Naritaweg 155
1043 BW Amsterdam
The Netherlands

 

 —

  

 —

  

 18,018,794(1)

 

 6.3%

  

 2.1%

 

Stichting Naritaweg II
Naritaweg 155
1043 BW Amsterdam
The Netherlands

 

 —

  

 —

  

 21,395,634(1)

 

 7.5%

  

 2.5%

 

Wellington Management Co. LLP
75 State Street
Boston, Massachusetts 02109

 
 40,013,545(2)

 
 7.0%

  
 —

  
 —

  
 4.7%

 

Massachusetts Financial Services
Company
500 Boylston Street
Boston, Massachusetts 02116

 

 29,511,390(3)

 

 5.2%

  

 —

  

 —

  

 3.4%

 

Barclays Global Investors, NA et. al.
45 Fremont Street
San Francisco, California 94105

 
 29,424,290(4)

 
 5.1%

  
 —

  
 —

  
 3.4%

 

 

(1) Two Dutch foundations, Stichting Naritaweg I and Stichting Naritaweg II, hold Accenture Ltd Class X common shares that would otherwise have been held by
some of our partners.

(2) Based on information set forth in a Schedule 13G filed with the Securities and Exchange Commission on February 14, 2005 by Wellington Management Co.
LLP, reporting shared power to vote or direct the vote over 26,863,147 Class A common shares and shared power to dispose or direct the disposition of
40,013,545 Class A common shares.

(3) Based on information set forth in a Schedule 13G filed with the Securities and Exchange Commission on February 8, 2005 by Massachusetts Financial Services
Company, reporting sole power to vote or direct the vote over 26,545,447 Class A common shares and sole power to dispose or direct the disposition of
29,511,390 Class A common shares.

(4) Based on information set forth in a Schedule 13G filed with the Securities and Exchange Commission on February 15, 2005 by Barclays Global Investors, NA
and certain related entities, reporting sole power to vote or direct the vote over 27,145,076 Class A common shares and sole power to dispose or direct the
disposition of 29,424,290 Class A common shares.

     As of October 24, 2005, Accenture SCA and certain wholly-owned subsidiaries of Accenture SCA and Accenture
Ltd directly and indirectly beneficially owned an aggregate of 31,287,644 Accenture Ltd Class A common shares, or
5.2% of the outstanding Class A common shares. Accenture SCA and these subsidiaries expect to exercise their power
to vote or direct the vote of the Class A common shares beneficially owned by them in a manner that will have no
impact on the outcome of any vote of the shareholders of Accenture Ltd.

Security Ownership of Directors and Executive Officers

      The following table sets forth, as of October 24, 2005, information regarding the beneficial ownership of Accenture
Ltd Class A common shares and Class X common shares and of Accenture SCA Class I common shares held by:
(1) each of our directors and Named Executive Officers; and (2) all of our directors and executive officers as a group.
To our knowledge, except as otherwise indicated, each of the persons or entities listed below has sole voting and
investment power with
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respect to the shares beneficially owned by him or her. For purposes of the table below, “beneficial ownership” is
determined in accordance with Rule 13d-3 under the Securities Exchange Act of 1934, pursuant to which a person or
group of persons is deemed to have “beneficial ownership” of any shares that such person has the right to acquire
within 60 days after October 24, 2005. For purposes of computing the percentage of outstanding Accenture Ltd Class A
common shares and/or Class X common shares and/or Accenture SCA Class I common shares held by each person or
group of persons named below, any shares that such person or persons has the right to acquire within 60 days after
October 24, 2005 are deemed to be outstanding but are not deemed to be outstanding for the purpose of computing the
percentage ownership of any other person.
                             

  Accenture SCA Class I  Accenture Ltd Class A  Accenture Ltd Class X   
  common shares  common shares  common shares   
        Percentage of the
    %    %    %  total number of
  shares  shares  shares  shares  shares  shares  Class A and Class X
  beneficially  beneficially  beneficially  beneficially  beneficially  beneficially  common shares
Name(1)  owned  owned  owned  owned  owned  owned  beneficially owned

               

Joe W. Forehand(2)(3)   570,352   *%  1,000   **%  570,352   ***%  **** 
William D. Green(2)   832,031   *   —   —   832,031   ***   **** 
Steven A. Ballmer   —   —   —   —   —   —   — 
Dina Dublon(4)   —   —   62,301   **   —   —   **** 
Dennis F. Hightower(5)   —   —   35,000   **   —   —   **** 
William L. Kimsey(6)   —   —   36,094   **   —   —   **** 
Robert I. Lipp(4)   —   —   199,448   **   —   —   **** 
Blythe J. McGarvie(4)   —   —   59,603   **   —   —   **** 
Mark Moody-Stuart(4)   —   —   73,081   **   —   —   **** 
Wulf von

Schimmelmann(7)   —   —   55,000   **   —   —   **** 

Carlos Vidal(2)(8)   324,225   *   9,020   **   —   —   **** 
Karl-Heinz Flöther(9)   —   —   241,245   **   —   —   **** 
Mark Foster(10)   —   —   537,042   **   —   —   **** 
Michael G.

McGrath(2)(11)   693,999   *   27,335   **   693,999   ***   **** 

Diego Visconti(2)(12)   630,878   *   25,968   **   —   —   **** 
All directors and

executive officers as a 
group (23 persons)

 
 5,491,962

  
 2.0%

 
 2,489,230

  
 **%

 
 4,536,859

  
 1.6%

 
 ****%

                      

 

* Less than 1% of Accenture SCA’s Class I common shares outstanding.
** Less than 1% of Accenture Ltd’s Class A common shares outstanding.
*** Less than 1% of Accenture Ltd’s Class X common shares outstanding.
**** Less than 1% of the total number of Accenture Ltd’s Class A common shares and Class X common shares outstanding.
(1) Address for all persons listed is c/o Accenture, 1661 Page Mill Road, Palo Alto, California 94304 USA.
(2) Subject to the provisions of its Articles of Association, Accenture SCA is obligated, at the option of the holder of its shares and at any time, to redeem any

outstanding Accenture SCA Class I common shares held by the holder. The redemption price per share generally is equal to its current market value as
determined in accordance with Accenture SCA’s Articles of Association. See “Business — Organizational Structure — Accenture SCA Class I Common
Shares.” Accenture SCA has the option to pay this redemption price with cash or by delivering Accenture Ltd Class A common shares on a one-for-one basis.
Each time an Accenture SCA Class I common share is redeemed from a holder, Accenture Ltd has the option, and intends to, redeem an Accenture Ltd
Class X common share from that holder, for a redemption price equal to the par value of the Accenture Ltd Class X common share, or $.0000225.

(3) Includes 200,000 Accenture SCA Class I common shares held by a limited partnership in which Mr. Forehand has a beneficial interest.
(4) Includes 55,000 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.
(5) Consists of 35,000 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.
(6) Includes 35,000 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.
(7) Consists of 55,000 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.
(8) Consists of 9,020 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.
(9) Includes 9,658 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.
(10) Includes 10,842 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.
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(11) Consists of 27,335 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.
(12) Consists of 25,968 Accenture Ltd Class A common shares that could be acquired through the exercise of stock options within 60 days from October 24, 2005.

Equity Compensation Plan Information

      The following table sets forth, as of August 31, 2005, certain information related to our compensation plans under
which Accenture Ltd Class A common shares may be issued.
              

      Number of shares remaining
  Number of shares to be issued upon  Weighted average exercise  available for future issuance
  exercise of outstanding options,  price of outstanding  (excluding securities
Plan Category  warrants and rights  options, warrants and rights  reflected in 1st column)

       

Equity compensation
plans approved by 
shareholders:             

 2001 Share
Incentive Plan  

 106,029,687(1)
 

$ 12.72
  

 183,163,938
 

 

2001 Employee
Share Purchase 
Plan   —   N/A   38,777,959 

Equity compensation
plans not approved 
by shareholders

 
 —

  
 N/A

  
 —

 

          

Total   106,029,687       221,941,897 
          

 

(1) Consists of 73,848,900 stock options with a weighted average exercise price of $18.27 per share and 32,180,787 restricted share units.

ITEM 13. CERTAIN TRANSACTIONS AND RELATIONSHIPS

Partner Liquidity Arrangements

      Accenture Ltd and the supervisory board of Accenture SCA have approved the pledge of covered shares to Salomon
Smith Barney, Inc. (“SSB”) to secure personal loans to all Accenture partners and former partners (not including any of
our directors or executive officers) in amounts agreed by SSB and its borrowers. As a condition to obtaining the right to
make these personal loans, SSB has agreed to take all covered shares pledged subject to the transfer restrictions
imposed on pledging partners or former partners pursuant to the provisions contained in Accenture’s various charter
documents. Consequently, foreclosures by SSB on those pledged shares and any subsequent sales of those shares by
SSB are restricted to the same extent they would be in the hands of the pledging partner or former partner.

Partner Tax Costs

      We have informed our partners that if a partner reports for tax purposes the transactions involved in connection with
our transition to a corporate structure, we will provide a legal defense to that partner if his or her reporting position is
challenged by the relevant tax authority. In the event such a defense is unsuccessful, and the partner is then subject to
extraordinary financial disadvantage, we will review such circumstances for any individual partner and find an
appropriate way to avoid severe financial damage to that individual partner.

Transactions with Directors

      Berthold von Schimmelmann is employed by Accenture at an annual salary of approximately $66,000 for fiscal
2006. Mr. von Schimmelmann is the son of Wulf von Schimmelmann, one of our outside directors.
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

      The following table describes fees expensed for professional audit services rendered by KPMG LLP and its
affiliates (KPMG), Accenture Ltd’s principal accountant, for the audit of our annual financial statements for the years
ended August 31, 2005 and August 31, 2004, and fees expensed for other services rendered by KPMG during those
periods.
         

  2005  2004
     

  (in thousands)
Audit Fees(1)  $ 11,091  $ 6,425 
Audit Related Fees(2)   1,004   2,742 
Tax Fees(3)   26   652 
All Other Fees(4)   202   130 
       

Total  $ 12,323  $ 9,949 
       

 

(1) Audit Fees, including those for statutory audits, include the aggregate fees expensed by Accenture during the fiscal year indicated for professional services
rendered by KPMG for the audit of Accenture Ltd’s and Accenture SCA’s annual financial statements and review of financial statements included in Accenture’s
Forms 10-Q and Form 10-K. For fiscal 2005, Audit Fees includes fees for the audit of Accenture’s internal control over financial reporting.

(2) Audit Related Fees include the aggregate fees expensed by Accenture during the fiscal year indicated for assurance and related services by KPMG that are
reasonably related to the performance of the audit or review of Accenture Ltd’s and Accenture SCA’s financial statements and not included in Audit Fees,
including review of registration statements and issuance of consents. Audit Related Fees also include fees for accounting advice and opinions related to various
employee benefit plans and fees for internal control documentation assistance.

(3) Tax Fees include the aggregate fees expensed by Accenture during the fiscal year indicated for professional services rendered by KPMG for tax compliance, tax
advice and tax planning.

(4) All Other Fees include the aggregate fees expensed by Accenture during the fiscal year indicated for products and services provided by KPMG, other than the
services reported above, including due diligence reviews.

Procedures For Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent
Auditor

      Pursuant to its charter, the Audit Committee of our Board of Directors is responsible for reviewing and approving,
in advance, any audit and any permissible non-audit engagement or relationship between Accenture and its independent
auditors. KPMG LLP’s engagement to conduct the audit of Accenture Ltd was approved by the Audit Committee on
November 4, 2004. Additionally, each permissible non-audit engagement or relationship between Accenture and
KPMG entered into since November 4, 2004 has been reviewed and approved by the Audit Committee, as provided in
its charter.

      We have been advised by KPMG LLP that a majority of the work done in conjunction with its audit of Accenture
Ltd’s financial statements for the most recently completed fiscal year was performed by permanent full-time employees
and partners of KPMG LLP.
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

      (a) List of documents filed as part of this report:

1. Financial Statements as of August 31, 2005 and August 31, 2004 and for the three years ended August 31,
2005—Included in Part II of this Form 10-K:

 Consolidated Balance Sheets
 

 Consolidated Income Statements
 

 Consolidated Shareholders’ Equity and Comprehensive Income Statements
 

 Consolidated Cash Flows Statements
 

 Notes to Consolidated Financial Statements

2.     Financial Statement Schedules:

       None

3.     Exhibit Index:
     

Exhibit   
Number  Exhibit

   

 3.1
 

Memorandum of Continuance of the Registrant, dated February 21, 2001 (incorporated by reference to
Exhibit 3.1 to the Registrant’s Registration Statement on Form S-1/A filed on July 2, 2001 (the “July 2, 2001
Form S-1/A”)).

 3.2  Form of Bye-laws of the Registrant, effective as of February 2, 2005 (incorporated by reference to Exhibit 3.1
to the February 28, 2005 10-Q).

 9.1
 

Form of Voting Agreement, dated as of April 18, 2001, among the Registrant and the covered persons party
thereto as amended and restated as of February 3, 2005 (incorporated by reference to Exhibit 9.1 to the
February 28, 2005 10-Q).

 10.1  Form of Partner Matters Agreement, dated as of April 18, 2001, among the Registrant and the partners party
thereto (incorporated by reference to Exhibit 10.1 to the April 19, 2001 Form S-1).

 10.2  Form of Non-Competition Agreement, dated as of April 18, 2001, among the Registrant and certain employees
(incorporated by reference to Exhibit 10.2 to the April 19, 2001 Form S-1).

 10.3  2001 Share Incentive Plan (incorporated by reference to Exhibit 10.3 to the Registrant’s Registration
Statement on Form S-1/A filed on June 8, 2001 (the “June 8, 2001 S-1/A”)).

 10.4  2001 Employee Share Purchase Plan (incorporated by reference to Exhibit 10.4 to the June 8, 2001 S-1/A).
 10.5  Form of Articles of Association of Accenture SCA, consolidated and updated as of June 28, 2005

(incorporated by reference to Exhibit 10.1 to the May 31, 2005 10-Q).
 10.6

 
Form of Accenture SCA Transfer Rights Agreement, dated as of April 18, 2001, among Accenture SCA and
the covered persons party thereto as amended and restated as of February 3, 2005 (incorporated by reference to
Exhibit 10.2 to the February 28, 2005 10-Q).

 10.7  Form of Non-Competition Agreement, dated as of April 18, 2001, among Accenture SCA and certain
employees (incorporated by reference to Exhibit 10.7 to the April 19, 2001 Form S-1).

 10.8  Form of Letter Agreement, dated April 18, 2001, between Accenture SCA and certain shareholders of
Accenture SCA (incorporated by reference to Exhibit 10.8 to the April 19, 2001 Form S-1).

 10.9  Form of Support Agreement, dated as of May 23, 2001, between the Registrant and Accenture Canada
Holdings Inc. (incorporated by reference to Exhibit 10.9 to the July 2, 2001 Form S-1/A).

 10.10  Form of Employment Agreement of Messrs. Cole, Coughlan, Frerichs, Green, McGrath, Rohleder and
Scrivner and Ms. Comerford (incorporated by reference to Exhibit 10.10 to the June 8, 2001 S-1/A).

 10.11  Form of Employment Agreement of Karl-Heinz Flöther (incorporated by reference to Exhibit 10.3 to the
November 30, 2001 10-Q).
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Exhibit   
Number  Exhibit

   

 10.13  Form of Employment Agreement of Diego Visconti (English translation) (incorporated by reference to
Exhibit 10.6 to the November 30, 2001 10-Q).

 10.14  Form of Employment Agreement of Messrs. Foster, Lajtha and Thomlinson (incorporated by reference to
Exhibit 10.8 to the November 30, 2001 10-Q).

 10.15  Form of Articles of Association of Accenture Canada Holdings Inc. (incorporated by reference to
Exhibit 10.11 to the July 2, 2001 Form S-1/A).

 10.16
 

Form of Exchange Trust Agreement by and between the Registrant and Accenture Canada Holdings Inc. and
CIBC Mellon Trust Company, made as of May 23, 2001 (incorporated by reference to Exhibit 10.12 to the
July 2, 2001 Form S-1/A).

 10.17  Form of Letter Agreement, dated May 21, 2001, between the Registrant and Stichting Naritaweg I
(incorporated by reference to Exhibit 10.13 to the July 2, 2001 Form S-1/A).

 10.18  Form of Letter Agreement, dated May 21, 2001, between the Registrant and Stichting Naritaweg II
(incorporated by reference to Exhibit 10.14 to the July 2, 2001 Form S-1/A).

 10.19  Form of Transfer Restriction Agreement dated as of October 1, 2002 among Accenture Ltd and the transferors
and transferees signatory thereto (incorporated by reference to Exhibit 9.1 to the November 30, 2002 10-Q).

 10.20
 

Form of Transfer Restriction Agreement dated as of October 1, 2002 among Accenture SCA and the
transferors and transferees signatory thereto (incorporated by reference to Exhibit 9.1 to Accenture SCA’s
November 30, 2002 10-Q).

 10.21

 

Form of First Amendment, dated as of May 1, 2003, to Transfer Restriction Agreement dated as of October 1,
2002 among Accenture Ltd and the transferors and transferees signatory thereto (incorporated by reference to
Exhibit (d)(13) to Accenture SCA’s and Accenture International SARL’s Schedule TO filed on September 30,
2003).

 10.22

 

Form of First Amendment, dated as of May 1, 2003, to Transfer Restriction Agreement dated as of October 1,
2002 among Accenture Ltd and the transferors and transferees signatory thereto (incorporated by reference to
Exhibit (d)(14) to Accenture SCA’s and Accenture International SARL’s Schedule TO filed on September 30,
2003).

 10.23

 

Form of Second Amendment, dated as of October 1, 2003, to Transfer Restriction Agreement dated as of
October 1, 2002 among Accenture Ltd and the transferors and transferees signatory thereto (incorporated by
reference to Exhibit (d)(15) to Accenture SCA’s and Accenture International SARL’s Schedule TO filed on
April 29, 2004).

 10.24

 

Form of Second Amendment, dated as of October 1, 2003, to Transfer Restriction Agreement dated as of
October 1, 2002 among Accenture SCA and the transferors and transferees signatory thereto (incorporated by
reference to Exhibit (d)(16) to Accenture SCA’s and Accenture International SARL’s Schedule TO filed on
April 29, 2004).

 10.25
 

Form of Ltd Transfer Restriction Agreement for the Accenture Family and Charitable Transfer Program dated
as of April 1, 2005 among Accenture Ltd and the transferors and transferees signatory thereto (incorporated by
reference to Exhibit 10.3 to the May 31, 2005 10-Q).

 10.26
 

Form of SCA Transfer Restriction Agreement for the Accenture Family and Charitable Transfer Program
dated as of April 1, 2005 among Accenture SCA and the transferors and transferees signatory thereto
(incorporated by reference to Exhibit 10.2 to the May 31, 2005 10-Q).

 10.27
 

Form of Transfer Agreement (for transfers of “Unrestricted” Shares of Accenture Ltd) for the Accenture
Family and Charitable Transfer Program dated as of April 1, 2005 among Accenture Ltd and the transferors
and transferees signatory thereto (incorporated by reference to Exhibit 10.5 to the May 31, 2005 10-Q).

 10.28
 

Form of Transfer Agreement (for transfers of “Unrestricted” Shares of Accenture SCA) for the Accenture
Family and Charitable Transfer Program dated as of April 1, 2005 among Accenture SCA and the transferors
and transferees signatory thereto (incorporated by reference to Exhibit 10.4 to the May 31, 2005 10-Q).

 10.29  Form of RSU grant for senior executives pursuant to the Accenture 2001 Employee Share Incentive Plan
(incorporated by reference to Exhibit 4.1 to the November 30, 2004 10-Q).
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Exhibit   
Number  Exhibit

   

 10.30  Form of stock option grant for senior executives pursuant to the Accenture 2001 Employee Share Incentive
Plan (incorporated by reference to Exhibit 4.2 to the November 30, 2004 10-Q).

 21.1  Subsidiaries of the Registrant (filed herewith).
 23.1  Consent of KPMG LLP (filed herewith).
 23.2  Consent of KPMG LLP related to the Accenture Ltd 2001 Employee Share Purchase Plan (filed herewith).
 24.1  Power of Attorney (included on the signature page hereto).
 31.1  Certification of the Chief Executive Officer, pursuant to Rules 13a-14(a) and 15d-14(a), as adopted pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).
 31.2  Certification of the Chief Financial Officer, pursuant to Rules 13a-14(a) and 15d-14(a), as adopted pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).
 32.1  Certification of the Chief Executive Officer pursuant to 18 U.S.C Section 1350, as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith).
 32.2  Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith).
 99.1  Schedule of reclassified quarterly revenues before reimbursements by geography for fiscal 2005 (filed

herewith).
 99.2  Accenture Ltd 2001 Employee Share Purchase Plan Financial Statements (filed herewith).
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SIGNATURES

      Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf on October 28, 2005 by the undersigned, thereunto duly authorized.

 ACCENTURE LTD

 By: /s/ WILLIAM D. GREEN
 

 

 Name: William D. Green
 Title: Chief Executive Officer

POWER OF ATTORNEY

      KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below hereby
constitutes and appoints William D. Green, Michael G. McGrath and Douglas G. Scrivner, and each of them, as his or
her true and lawful attorneys-in-fact and agents, with power to act with or without the others and with full power of
substitution and resubstitution, to do any and all acts and things and to execute any and all instruments which said
attorneys and agents and each of them may deem necessary or desirable to enable the Registrant to comply with the
U.S. Securities Exchange Act of 1934, as amended, and any rules, regulations and requirements of the U.S. Securities
and Exchange Commission thereunder in connection with the Registrant’s Annual Report on Form 10-K for the fiscal
year ended August 31, 2005 (the “Annual Report”), including specifically, but without limiting the generality of the
foregoing, power and authority to sign the name of the Registrant and the name of the undersigned, individually and in
his or her capacity as a director or officer of the Registrant, to the Annual Report as filed with the U.S. Securities and
Exchange Commission, to any and all amendments thereto, and to any and all instruments or documents filed as part
thereof or in connection therewith; and each of the undersigned hereby ratifies and confirms all that said attorneys and
agents and each of them shall do or cause to be done by virtue hereof.

      Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on
October 28, 2005 by the following persons on behalf of the Registrant and in the capacities indicated.
     

Signature  Title
   

 
/s/ JOE W. FOREHAND

 

Joe W. Forehand
 

Chairman of the Board

 
/s/ WILLIAM D. GREEN

 

William D. Green
 

Chief Executive Officer and Director
(principal executive officer)

 
/s/ STEVEN A. BALLMER

 

Steven A. Ballmer
 

Director
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Signature  Title
   

 
/s/ DINA DUBLON

 

Dina Dublon
 

Director

 
/s/ DENNIS F. HIGHTOWER

 

Dennis F. Hightower
 

Director

 
/s/ WILLIAM L. KIMSEY

 

William L. Kimsey
 

Director

 
/s/ ROBERT I. LIPP

 

Robert I. Lipp
 

Director

 
/s/ BLYTHE J. MCGARVIE

 

Blythe J. McGarvie
 

Director

 
/s/ SIR MARK MOODY-STUART

 

Sir Mark Moody-Stuart
 

Director

 
/s/ CARLOS VIDAL

 

Carlos Vidal
 

Director

 
/s/ WULF VON SCHIMMELMANN

 

Wulf von Schimmelmann
 

Director

 
 

/s/ MICHAEL G. MCGRATH
 

Michael G. McGrath
 

Chief Financial Officer
(principal financial officer)

 
/s/ ANTHONY G. COUGHLAN

 

Anthony G. Coughlan
 

Principal Accounting Officer and Controller
(principal accounting officer)
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ACCENTURE LTD

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
      

  Page
   

Reports of Independent Registered Public Accounting Firm   F-2 
Consolidated Financial Statements as of August 31, 2005 and August 31, 2004 and for the three years ended

August 31, 2005:     

 Consolidated Balance Sheets   F-4 
 Consolidated Income Statements   F-5 
 Consolidated Shareholders’ Equity and Comprehensive Income Statements   F-6 
 Consolidated Cash Flows Statements   F-8 
Notes to Consolidated Financial Statements   F-9 

F-1



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

86 of 137 3/8/2006 5:19 PM

 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
Accenture Ltd:

      We have audited the accompanying Consolidated Balance Sheets of Accenture Ltd and its subsidiaries as of
August 31, 2005 and 2004, and the related Consolidated Statements of Income, Shareholders’ Equity and
Comprehensive Income, and Cash Flows for each of the years in the three-year period ended August 31, 2005. These
Consolidated Financial Statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these Consolidated Financial Statements based on our audits.

      We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

      In our opinion, the Consolidated Financial Statements referred to above present fairly, in all material respects, the
financial position of Accenture Ltd and its subsidiaries as of August 31, 2005 and 2004, and the results of their
operations and their cash flows for each of the years in the three-year period ended August 31, 2005, in conformity with
U.S. generally accepted accounting principles.

      We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the effectiveness of Accenture Ltd’s internal control over financial reporting as of August 31, 2005,
based on criteria established in the Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), and our report dated October 27, 2005 expressed an unqualified
opinion on management’s assessment of, and the effective operation of, internal control over financial reporting.

/s/ KPMG LLP
Chicago, Illinois
October 27, 2005

F-2
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Accenture Ltd:

      We have audited management’s assessment, included in the accompanying Management’s Report On Internal
Control Over Financial Reporting (Item 9A(b)), that Accenture Ltd maintained effective internal control over financial
reporting as of August 31, 2005, based on criteria established in the Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Accenture Ltd’s management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness
of internal control over financial reporting. Our responsibility is to express an opinion on management’s assessment and
an opinion on the effectiveness of the Company’s internal control over financial reporting based on our audit.
      We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, evaluating management’s assessment, testing
and evaluating the design and operating effectiveness of internal control, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
      A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.
      Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
      In our opinion, management’s assessment that Accenture Ltd maintained effective internal control over financial
reporting as of August 31, 2005, is fairly stated, in all material respects, based on criteria established in Internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO). Also, in our opinion, Accenture Ltd maintained, in all material respects, effective internal control over
financial reporting as of August 31, 2005, based on criteria established in Internal Control—Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).
      We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the Consolidated Balance Sheets of Accenture Ltd and its subsidiaries as of August 31, 2005 and 2004,
and the related Consolidated Statements of Income, Shareholders’ Equity and Comprehensive Income, and Cash Flows
for each of the years in the three-year period ended August 31, 2005, and our report dated October 27, 2005 expressed
an unqualified opinion on those Consolidated Financial Statements.

/s/ KPMG LLP
Chicago, Illinois
October 27, 2005

F-3
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ACCENTURE LTD

CONSOLIDATED BALANCE SHEETS

August 31, 2005 and 2004
(In thousands of U.S. dollars, except share and per share amounts)

           

  2005  2004
     

ASSETS         
CURRENT ASSETS:         
 Cash and cash equivalents  $ 2,483,990  $ 2,552,958 
 Short-term investments   463,460   285,288 
 Receivables from clients, net of allowances of $40,821 and $40,687   1,752,937   1,662,211 
 Unbilled services   1,353,676   1,049,870 
 Deferred income taxes, net   121,386   87,636 
 Other current assets   509,818   501,231 
       

  Total current assets   6,685,267   6,139,194 
       

NON-CURRENT ASSETS:         
 Unbilled services   472,430   211,705 
 Investments   262,873   340,121 
 Property and equipment, net   693,710   643,946 
 Goodwill   378,488   214,482 
 Deferred income taxes, net   291,033   327,045 
 Other non-current assets   173,551   136,991 
       

  Total non-current assets   2,272,085   1,874,290 
       

TOTAL ASSETS  $ 8,957,352  $ 8,013,484 
       

 

LIABILITIES AND SHAREHOLDERS’ EQUITY         
CURRENT LIABILITIES:         
 Short-term bank borrowings  $ 13,681  $ 20,103 
 Current portion of long-term debt   17,391   16,612 
 Accounts payable   807,317   523,931 
 Deferred revenues   1,284,303   980,461 
 Accrued payroll and related benefits   1,430,998   1,463,126 
 Income taxes payable   831,399   795,948 
 Deferred income taxes, net   42,609   42,744 
 Other accrued liabilities   434,691   550,864 
       

  Total current liabilities   4,862,389   4,393,789 
       

NON-CURRENT LIABILITIES:         
 Long-term debt   44,116   32,161 
 Retirement obligation   753,558   577,307 
 Deferred income taxes, net   5,621   18,769 
 Other non-current liabilities   613,795   578,689 
       

  Total non-current liabilities   1,417,090   1,206,926 
       

MINORITY INTEREST   980,959   940,963 
SHAREHOLDERS’ EQUITY:         
 Preferred shares, 2,000,000,000 shares authorized, zero shares issued and outstanding   —   — 

 

Class A common shares, par value $0.0000225 per share, 20,000,000,000 shares
authorized, 602,705,936 and 591,496,780 shares issued as of August 31, 2005 and
2004, respectively   13   13 

 
Class X common shares, par value $0.0000225 per share, 1,000,000,000 shares

authorized, 321,088,062 and 365,324,882 shares issued and outstanding as of
August 31, 2005 and 2004, respectively

 
 7

  
 9

 

 

Restricted share units (related to Class A common shares) 32,180,787 and
28,278,704 units issued and outstanding as of August 31, 2005 and 2004,
respectively   606,623   475,240 

 Deferred compensation   (240,915)   (150,777)
 Additional paid-in capital   1,365,013   1,643,652 
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 Treasury shares, at cost, 32,265,976 and 6,098,122 shares at August 31, 2005 and
2004, respectively   (763,682)   (132,313)

 
Treasury shares owned by Accenture Ltd Share Employee Compensation Trust, at

cost, zero and 13,120,050 shares at August 31, 2005 and 2004, respectively   —   (296,894)
 Retained earnings   962,339   46,636 
 Accumulated other comprehensive loss   (232,484)   (113,760)
       

  Total shareholders’ equity   1,696,914   1,471,806 
       

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY  $ 8,957,352  $ 8,013,484 
       

The accompanying Notes are an integral part of these Consolidated Financial Statements.

F-4
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ACCENTURE LTD

CONSOLIDATED INCOME STATEMENTS

For the Years Ended August 31, 2005, 2004 and 2003
(In thousands of U.S. dollars, except share and per share amounts)

                

  2005  2004  2003
       

REVENUES:             
 Revenues before reimbursements  $ 15,547,029  $ 13,673,563  $ 11,817,999 
 Reimbursements   1,547,391   1,440,019   1,579,241 
          

  Revenues   17,094,420   15,113,582   13,397,240 
OPERATING EXPENSES:             
 Cost of services:             

  
Cost of services before

reimbursable expenses   10,454,830   9,057,246   7,508,059 
  Reimbursable expenses   1,547,391   1,440,019   1,579,241 
          

  Cost of services   12,002,221   10,497,265   9,087,300 
 Sales and marketing   1,558,266   1,488,333   1,458,484 
 General and administrative costs   1,511,952   1,340,467   1,319,567 

 Reorganization and restructuring
(benefits) costs   (89,257)   28,891   (19,346)

          

   Total operating expenses   14,983,182   13,354,956   11,846,005 
          

OPERATING INCOME   2,111,238   1,758,626   1,551,235 
Gain on investments, net   21,468   3,397   10,123 
Interest income   108,236   59,939   41,130 
Interest expense   (23,973)   (22,044)   (21,016)
Other (expense) income   (10,967)   160   31,754 
Equity in losses of affiliates   —   (1,508)   (409)
          

INCOME BEFORE INCOME 
TAXES   2,206,002   1,798,570   1,612,817 

Provision for income taxes   697,097   575,543   566,099 
          

INCOME BEFORE MINORITY 
INTEREST   1,508,905   1,223,027   1,046,718 

Minority interest in Accenture SCA and
Accenture Canada Holdings Inc.   (556,485)   (529,672)   (549,507)

Minority interest—other   (11,946)   (2,527)   1,027 
          

NET INCOME  $ 940,474  $ 690,828  $ 498,238 
          

Weighted Average Class A Common
Shares:             

Basic   588,505,335   553,298,104   468,592,110 
Diluted   960,514,976   1,002,813,443   996,754,596 
Earnings Per Class A Common

Share:             
Basic  $ 1.60  $ 1.25  $ 1.06 
Diluted  $ 1.56  $ 1.22  $ 1.05 

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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ACCENTURE LTD
CONSOLIDATED SHAREHOLDERS’ EQUITY AND COMPREHENSIVE INCOME STATEMENTS

For the Years Ended August 31, 2005, 2004 and 2003
(In thousands of U.S. dollars and in thousands of share amounts)

                                                              

    Class A  Class X  Restricted Share Units      Treasury  Treasury     
    Common Shares  Common Shares  Common Shares      Shares  Shares—SECT    Accumulat
            Additional      Retained  Other
  Preferred   No.    No.    No.  Deferred  Paid-In    No.    No.  Earnings  Comprehen
  Shares  $  Shares  $  Shares  $  Shares  Compensation  Capital  $  Shares  $  Shares  (Deficit)  Income (Lo
                               

Balance at August 31,
2002  $ —  $ 10   433,696  $ 13   524,094  $ 945,311   63,294  $ (62,037) $ 1,399,608  $ (315,486)   (13,727) $ (221,110)   (12,562) $(1,190,415) $ (80

Comprehensive
income  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

 
 Net income                                                       498,238   

 
Other

comprehensive 
income (loss):

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 

  

Unrealized gains
on marketable 
securities, net 
of
reclassification 
adjustments                                                           3

  
Foreign currency

translation 
adjustments

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 (3

  

Minimum
pension 
liability 
adjustment                                                           (107

                                             

 
Other

comprehensive 
loss

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 (107

                                             

Comprehensive
income                                                           

Income tax benefit on:                                                           

 

Stock-based
compensation 
plans                                   34,081                       

 Contract
termination  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

 48,555
  

 
Purchases of Class A

common shares           (3,221)                      (53,389)  (79,944)   (4,789)  (151,763)   (8,620)      
Transfer of shares for

issuance to 
employees

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 (63,995)

 
 (3,100)

 
 63,995

  
 3,100

  
  

  
 

Grants of restricted
share units, net                       99,184   6,141   (99,184)                          

Stock-based
compensation 
expense

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 48,970

  
 2,645

  
  

  
  

  
  

  
  

  
  

  
 

Purchases/redemptions
of Accenture SCA
Class I common
shares and 
Accenture Canada 
Holdings Inc. 
exchangeable 
shares               (2)   (15,371)              (275,316)                      

Issuance of Class A
common shares:  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

 

 
Employee share

purchase plan           9,313                       74,751   82,493   3,877               

 Employee stock
options  

  
  

  
  

 4,652
  

  
  

  
  

  
  

  
  

  
  

 61,051
  

 24,312
  

 1,165
  

  
  

  
  

  
  

 

 
Restricted share

units           14,189           (374,635)   (25,534)      110,213   264,422   11,345               
 Transaction fees                                   13,477                       
Contract termination                                                       1,707   
Stock option expense                                   954                       
Minority interest                                   133,061                       
                                             

Balance at August 31,
2003  

$ —
  

$ 10
  

 458,629
  

$ 11
  

 508,723
  

$ 669,860
  

 43,901
  

$ (112,251)
 
$ 1,501,136

  
$ (88,198)

 
 (5,229)

 
$ (308,878)

 
 (18,082)

 
$ (641,915)

 
$ (188

Comprehensive
income                                                           

 Net income                                                       690,828   

 

Other
comprehensive 
income:                                                           

  

Unrealized gains
on marketable 
securities, net 
of
reclassification 
adjustments

 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 1

  

Foreign currency
translation 
adjustments                                                           44
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Minimum
pension 
liability 
adjustment

 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 (4,350)

 

 28
                                             

 

Other
comprehensive 
income                                                           74

                                             

Comprehensive
income  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

 
Income tax benefit on:                                                           

 
Stock-based

compensation 
plans

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 30,235

  
  

  
  

  
  

  
  

  
  

  
 

 
Contract

termination                                                       2,073   
Purchases of Class A

common shares  
  

  
  

  
 (3,157)

 
  

  
  

  
  

  
  

  
  

  
 (79,491)

 
 (103,910)

 
 (4,081)

 
 (201,326)

 
 (8,413)

 
  

  
 

Transfer of shares
from SECT                                       (213,310)   (13,375)  213,310   13,375       

Grants of restricted
share units, net  

  
  

  
  

  
  

  
  

  
  

 97,960
  

 4,186
  

 (97,960)
 
  

  
  

  
  

  
  

  
  

  
  

  
 

Stock-based
compensation 
expense                               59,434   1,052                       

Purchases/redemptions
of Accenture SCA
Class I common
shares and 
Accenture Canada 
Holdings Inc. 
exchangeable 
shares

 

  

  

  

  

  

  

 (2)

 

 (143,398)

 

  

  

  

  

  

  

 (3,089,264)

 

  

  

  

  

  

  

  

  

  

  

 
Issuance of Class A

common shares:                                                           

 Employee share
purchase plan  

  
  

  
  

 4,777
  

  
  

  
  

  
  

  
  

  
  

 76,227
  

 58,463
  

 3,358
  

  
  

  
  

  
  

 

 
Employee stock

options           7,141                       95,913   75,304   4,573               
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    Class A  Class X  Restricted Share Units      Treasury  Treasury     
    Common Shares  Common Shares  Common Shares      Shares  Shares—SECT    Ac
            Additional      Retained  
  Preferred   No.    No.    No.  Deferred  Paid-In    No.    No.  Earnings  Com
  Shares  $  Shares  $  Shares  $  Shares  Compensation  Capital  $  Shares  $  Shares  (Deficit)  Inc
                              

 
Restricted share

units           11,151           (292,580)   (19,808)      153,242   139,338   8,656               

 
In September 2003

secondary 
offering

 
  

  
 2

  
 69,695

  
  

  
  

  
  

  
  

  
  

  
 1,421,873

  
  

  
  

  
  

  
  

  
  

  
 

 

In May 2004
secondary 
offering       1   43,261                       988,172                       

Transaction fees                                   25,519                       
Minority interest                                   519,038                       
                                             

Balance at August 31,
2004  

$ —
  

$ 13
  

 591,497
  

$ 9
  

 365,325
  

$ 475,240
  

 28,279
  

$ (150,777)
 
$ 1,643,652

  
$(132,313)

 
 (6,098)

 
$(296,894)

 
 (13,120)

 
$ 46,636

  
$

Comprehensive
income                                                           

 Net income                                                       940,474   

 

Other
comprehensive 
loss:                                                           

  

Unrealized
losses on 
marketable 
securities, net 
of
reclassification 
adjustments

 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 

  

Foreign
currency 
translation 
adjustments                                                           

  

Minimum
pension 
liability 
adjustment

 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 
                                             

 

Other
comprehensive 
loss                                                           

                                             

Comprehensive
income  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

 
Income tax benefit on:                                                           

 
Stock-based

compensation 
plans

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 75,532

  
  

  
  

  
  

  
  

  
  

  
 

 

Costs related to
issuance of 
shares                                   8,846                       

 Contract
termination  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

 134
  

 
Purchases of Class A

common shares           (562)                      (13,286)  (472,607)  (20,222)  (30,481)  (1,275)      
Transfer of shares

from SECT  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 (327,375)

 
 (14,395)

 
 327,375

  
 14,395

  
  

  
 

Grants of restricted
share units, net                       177,778   6,745   (177,778)                          

Stock-based
compensation 
expense

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
 87,640

  
 701

  
  

  
  

  
  

  
  

  
  

  
 

Purchases/redemptions
of Accenture SCA
Class I common
shares and 
Accenture Canada 
Holdings Inc. 
exchangeable shares               (2)   (44,237)              (1,095,155)                      

Issuance of Class A
common shares:  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

 

 
Employee share

purchase plan           4,955                       99,678   72,916   3,831           (4,270)  

 Employee stock
options  

  
  

  
  

 5,008
  

  
  

  
  

  
  

  
  

  
  

 69,193
  

 75,538
  

 3,582
  

  
  

  
  

 (17,775)
 
 

 
Restricted share

units           1,808           (46,395)   (2,843)      29,096   20,159   1,036           (2,860)  
Transaction fees                                   3,427                       
Minority interest                                   543,329                       
                                             

Balance at August 31,
2005  

$ —
  

$ 13
  

 602,706
  

$ 7
  

 321,088
  

$ 606,623
  

 32,181
  

$ (240,915)
 
$ 1,365,013

  
$(763,682)

 
 (32,266)

 
$ —

  
 —

  
$ 962,339

  
$
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ACCENTURE LTD

CONSOLIDATED CASH FLOWS STATEMENTS

For the Years Ended August 31, 2005, 2004 and 2003
(In thousands of U.S. dollars)

                 

  2005  2004  2003
       

CASH FLOWS FROM OPERATING ACTIVITIES:             
  Net income  $ 940,474  $ 690,828  $ 498,238 

 
Adjustments to reconcile net income to net cash provided by

operating activities —             
   Depreciation and amortization   282,073   257,080   237,205 
   Reorganization benefits   (89,257)   (78,365)   (19,346)
   Gains on investments, net   (21,468)   (3,397)   (10,123)
   Losses on disposal of property and equipment, net   6,254   8,596   2,826 
   Stock-based compensation expense   88,341   60,486   51,615 
   Deferred income taxes, net   63,139   92,864   53,781 
   Minority interest   568,431   532,199   548,480 
   Other items, net   (1,089)   (121)   1,711 
   Change in assets and liabilities, net of acquisitions  —             
    Receivables from clients, net   (56,267)   (182,998)   23,444 
    Other current assets   12,399   (208,802)   79,381 
    Unbilled services, current and non-current   (596,984)   (222,428)   (26,603)
    Other non-current assets   (24,853)   (84,703)   (26,402)
    Accounts payable   270,499   (65,486)   106,704 
    Deferred revenues   334,121   275,371   88,365 
    Accrued payroll and related benefits   (60,147)   498,293   (203,187)
    Income taxes payable   115,950   143,229   250,599 
    Other accrued liabilities   (35,149)   162,675   (127,444)
    Other non-current liabilities   90,614   (119,372)   15,101 
          

    Net cash provided by operating activities   1,887,081   1,755,949   1,544,345 
          

CASH FLOWS FROM INVESTING ACTIVITIES:             

  
Proceeds from maturities and sales of available-for-sale

investments   944,484   421,003   103,790 
  Purchases of available-for-sale investments   (1,019,317)   (1,014,998)   — 
  Proceeds from sales of property and equipment   6,318   11,026   18,768 
  Purchases of property and equipment   (317,772)   (281,986)   (211,565)
  Purchases of businesses and investments, net of cash acquired   (188,469)   (31,662)   (19,833)
          

    Net cash used in investing activities   (574,756)   (896,617)   (108,840)
          

CASH FLOWS FROM FINANCING ACTIVITIES:             

  Payment of retirement benefits to former pre-incorporation
partners   (38,453)   (30,606)   (44,714)

  Contract termination payment   —   —   (147,569)
  Proceeds from issuance of common shares   298,707   2,741,474   256,084 
  Purchase of common shares   (1,625,097)   (3,459,934)   (560,414)
  Proceeds from issuance of long-term debt   6,061   799   2,006 
  Repayments of long-term debt   (9,467)   (4,058)   (5,953)
  Proceeds from issuance of short-term bank borrowings   61,834   96,851   116,978 
  Repayments of short-term bank borrowings   (71,043)   (115,491)   (135,449)

  Decrease (increase) in restricted cash of Accenture Share
Employee Compensation Trust   —   83,280   (3,835)

          

    Net cash used in financing activities   (1,377,458)   (687,685)   (522,866)
  Effect of exchange rate changes on cash and cash equivalents   (3,835)   49,150   102,546 
          

NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS   (68,968)   220,797   1,015,185 

CASH AND CASH EQUIVALENTS, beginning of period   2,552,958   2,332,161   1,316,976 
          

CASH AND CASH EQUIVALENTS, end of period  $ 2,483,990  $ 2,552,958  $ 2,332,161 
          

Supplemental cash flow information             
  Interest paid  $ 23,597  $ 21,970  $ 20,117 
  Income taxes paid  $ 573,026  $ 387,450  $ 255,219 
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ACCENTURE LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. Dollars, except share and per share amounts or as otherwise disclosed)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business

      Accenture is one of the world’s leading management consulting, technology services and outsourcing organizations
with more than 123,000 employees based in 48 countries and revenues before reimbursements of $15,547,029 for fiscal
2005.

      Accenture operates globally with one common brand and business model designed to enable it to provide clients
around the world with the same high level of service. Drawing on a combination of industry expertise, functional
capabilities, alliances, global resources and technology, Accenture delivers competitively priced, high-value services
that help clients measurably improve business performance. Accenture’s global delivery model enables it to provide a
complete end-to-end delivery capability by drawing on Accenture’s global resources to deliver high-quality,
cost-effective solutions to clients under demanding timeframes.

      In fiscal 2005, Accenture developed and announced a new, broader career model for its highest-level executives that
recognizes the diversity of roles and responsibilities demonstrated by these employees. This new career framework
replaces internal use of the “partner” title with the more comprehensive “senior executive” title and applies the “senior
executive” title to its highest-level employees, including those employees previously referred to as partners. However,
Accenture continues to use the term “partner” to refer to those persons who held the title of partner at the time of our
incorporation.

Principles of Consolidation

      The Consolidated Financial Statements include the accounts of Accenture Ltd, a Bermuda company, and its
controlled subsidiary companies (together “Accenture,” “the Company,” “we,” “our,” or “us”). Accenture Ltd’s only
business is to hold Class II and Class III common shares in, and to act as the sole general partner of, its subsidiary,
Accenture SCA, a Luxembourg partnership limited by shares. Accenture operates its business through Accenture SCA
and subsidiaries of Accenture SCA. Accenture Ltd controls Accenture SCA’s management and operations and
consolidates Accenture SCA’s results in its financial statements.

      The shares of Accenture SCA and Accenture Canada Holdings Inc. held by persons other than Accenture are treated
as a minority interest in the Consolidated Financial Statements of Accenture Ltd. The minority interest percentages
were 35% and 38% at August 31, 2005 and 2004, respectively. Purchases and/or redemptions of Accenture SCA Class I
common shares or Accenture Canada Holdings Inc. exchangeable shares are accounted for at carryover basis.

Revenue Recognition

      Revenues from contracts for technology integration consulting services where we design/redesign, build and
implement new or enhanced systems applications and related processes for our clients are recognized on the
percentage-of-completion method in accordance with American Institute of Certified Public Accountants Statement of
Position 81-1, “Accounting for Performance of Construction-Type and Certain Production-Type Contracts.”
Percentage-of-completion accounting involves calculating the
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ACCENTURE LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. Dollars, except share and per share amounts or as otherwise disclosed)

percentage of services provided during the reporting period compared to the total estimated services to be provided over
the duration of the contract. This method is followed where reasonably dependable estimates of revenues and costs can
be made. Estimates of total contract revenues and costs are continuously monitored during the term of the contract, and
recorded revenues and costs are subject to revision as the contract progresses. Such revisions may result in increases or
decreases to revenues and income and are reflected in the Consolidated Financial Statements in the periods in which
they are first identified. Estimated revenues for applying the percentage-of-completion method include estimated
incentives for which achievement of defined goals is deemed probable.

      Revenues from contracts for non-technology integration consulting services with fees based on time and materials
or cost-plus are recognized as the services are performed and amounts are earned in accordance with SEC Staff
Accounting Bulletin No. 101 (“SAB 101”), “Revenue Recognition in Financial Statements,” as amended by SAB 104,
“Revenue Recognition.” We consider amounts to be earned once evidence of an arrangement has been obtained,
services are delivered, fees are fixed or determinable, and collectibility is reasonably assured. In such contracts, our
efforts, measured by time incurred, typically represent the contractual milestones or output measure, which is the
contractual earnings pattern. For non-technology integration consulting contracts with fixed fees, we recognize
revenues as amounts become billable in accordance with contract terms, provided the billable amounts are not
contingent, are consistent with the services delivered, and are earned. Contingent or incentive revenues relating to
non-technology integration consulting contracts are recognized when the contingency is satisfied and we conclude the
amounts are earned.

      Outsourcing contracts typically span several years and involve complex delivery, often through multiple workforces
in different countries. In a number of these arrangements, we hire client employees and become responsible for certain
client obligations. Revenues are recognized on outsourcing contracts as amounts become billable in accordance with
contract terms, unless the amounts are billed in advance of performance of services in which case revenues are
recognized when the services are performed and amounts are earned in accordance with SAB 101, as amended by
SAB 104. Revenues from time-and-materials or cost-plus contracts are recognized as the services are performed. In
such contracts, our effort, measured by time incurred, represents the contractual milestones or output measure, which is
the contractual earnings pattern. Revenues from unit-priced contracts are recognized as transactions are processed based
on objective measures of output. Revenues from fixed-price contracts are recognized on a straight-line basis, unless
revenues are earned and obligations are fulfilled in a different pattern. Outsourcing contracts can also include incentive
payments for benefits delivered to clients. Revenues relating to such incentive payments are recorded when the
contingency is satisfied and we conclude the amounts are earned.

      Costs related to delivering outsourcing services are expensed as incurred with the exception of certain transition
costs related to the set-up of processes, personnel and systems, which are deferred during the transition period and
expensed evenly over the period outsourcing services are provided. The deferred costs are specific internal costs or
incremental external costs directly related to transition or set-up activities necessary to enable the outsourced services.
Deferred amounts are protected in the event of early termination of the contract and are monitored regularly for
impairment. Impairment losses are recorded when projected undiscounted operating cash flows of the related contract
are not sufficient to recover the carrying amount of contract assets. Deferred transition costs
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ACCENTURE LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. Dollars, except share and per share amounts or as otherwise disclosed)

were $71,102 and $50,196 at August 31, 2005 and 2004, respectively, and are classified in current Unbilled services on
the Consolidated Balance Sheet. Amounts billable to the client for transition or set-up activities are deferred and
recognized as revenue evenly over the period outsourcing services are provided.

      In November 2002, the Emerging Issues Task Force (“EITF”) issued a final consensus on Issue 00-21, “Accounting
for Revenue Arrangements with Multiple Deliverables” (“Issue 00-21”). In May 2003, the EITF issued additional
interpretive guidance regarding the application of Issue 00-21. Issue 00-21, which provides guidance on how and when
to recognize revenues on arrangements requiring delivery of more than one product or service, is effective prospectively
for arrangements entered into in fiscal periods beginning after June 15, 2003. Effective September 1, 2003, Accenture
adopted Issue 00-21 on a prospective basis. The adoption of Issue 00-21 reduced revenues by approximately $44,000
and reduced operating income by approximately $41,000 in fiscal 2004.

      Revenues for contracts with multiple elements are allocated based on the relative fair value of the elements. Fair
value is determined based on the prices charged when each element is sold separately. Revenues are recognized in
accordance with our accounting policies for the separate elements, as described above. Elements qualify for separation
when the services have value on a stand-alone basis, fair value of the separate elements exists and, in arrangements that
include a general right of refund relative to the delivered element, performance of the undelivered element is considered
probable and substantially in our control. While determining fair value and identifying separate elements require
judgment, generally fair value and the separate elements are readily identifiable as we also sell those elements
unaccompanied by other elements.

      Revenues related to new revenue arrangements with multiple elements signed after August 31, 2003 are allocated to
each element based on the lesser of the element’s relative fair value or the amount that is not contingent on future
delivery of another element. If the amount of non-contingent revenues allocated to a delivered element is less than the
costs to deliver such services, then such costs are deferred and recognized in future periods when the revenue becomes
non-contingent.

      Losses on contracts are recognized during the period in which the loss first becomes probable and reasonably
estimable. Contract losses are determined to be the amount by which the estimated direct and indirect costs of the
contract exceed the estimated total revenues that will be generated by the contract. Losses recognized during each of the
three years ended August 31, 2005 were insignificant.

      Revenues recognized in excess of billings are recorded as Unbilled services. Billings in excess of revenues
recognized are recorded as Deferred revenues until revenue recognition criteria are met.

      Revenues before reimbursements include the margin earned on computer hardware and software, as well as revenue
from alliance agreements. Reimbursements, including those relating to travel and other out-of-pocket expenses, and
other similar third-party costs, such as the cost of hardware and software resales, are included in Revenues, and an
equivalent amount of reimbursable expenses are included in Cost of services.
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ACCENTURE LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. Dollars, except share and per share amounts or as otherwise disclosed)

Operating Expenses

      Significant components of operating expenses were as follows:
             

  Year Ended August 31,
   

  2005  2004  2003
       

Research and development costs  $ 243,449  $ 271,943  $ 250,374 
Training costs   546,248   401,266   390,803 
Advertising costs   65,902   61,932   69,544 
Release of doubtful accounts   (3,849)   (641)   (20,243)

      Subcontractor costs are included in Cost of services when they are incurred.

Translation of Non-U.S. Currency Amounts

      Assets and liabilities of non-U.S. subsidiaries whose functional currency is not the U.S. dollar are translated into
U.S. dollars at fiscal year-end exchange rates. Revenue and expense items are translated at average exchange rates
prevailing during the fiscal year. Translation adjustments are included in Accumulated other comprehensive income
(loss). Gains and losses arising from intercompany foreign currency transactions that are of a long-term investment
nature are reported in the same manner as translation adjustments.

      Foreign currency transaction (losses)/gains are included in Other (expense) income and totaled $(12,473), $1,033
and $32,025 in fiscal years 2005, 2004 and 2003, respectively.

Cash and Cash Equivalents

      Cash and cash equivalents consist of all cash balances and liquid investments with original maturities of three
months or less, including time deposits and certificates of deposit of $928,278 and $893,248 at August 31, 2005 and
2004, respectively. As a result of certain subsidiaries’ cash management systems, checks issued but not presented to the
banks for payment may create negative book cash payables. Such negative balances are classified as Short-term bank
borrowings.

Client Receivables and Allowance for Doubtful Accounts

      Accenture carries its client receivables at their face amounts less an allowance for doubtful accounts. On a periodic
basis, the Company evaluates its receivables and establishes the allowance for doubtful accounts based on historical
experience and other currently available information. In limited circumstances, Accenture agrees to extend financing to
clients on technology integration consulting contracts. The terms vary by contract, but generally payment for services is
contractually linked to the achievement of specified performance milestones. Imputed interest is recorded at market
rates in interest income on the consolidated income statement.

Investments

      All liquid investments with an original maturity greater than 90 days but less than one year are considered to be
short-term investments. Investments with an original maturity greater than one year are considered to be long-term
investments. Marketable short-term and long-term investments are
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. Dollars, except share and per share amounts or as otherwise disclosed)

classified and accounted for as available-for-sale investments. Available-for-sale investments are reported at fair value
with changes in unrealized gains and losses recorded as a separate component of Accumulated other comprehensive
income (loss) in Shareholders’ equity until realized. Quoted market prices are used to determine the fair values of
common equity and debt securities that were issued by publicly traded entities. Interest and amortization of premiums
and discounts for debt securities are included in Interest income. Realized gains and losses on securities are determined
based on the FIFO method and are included in Gain on investments, net. The Company does not hold these investments
for speculative or trading purposes. The equity method of accounting is used for unconsolidated investments in which
Accenture exercises significant influence. All other investments are accounted for under the cost method.

Foreign Exchange Instruments

      In the normal course of business, Accenture uses derivative financial instruments to manage foreign currency
exchange rate risk. The Company hedges material cash flow exposures when feasible using forward and/or option
contracts. These instruments are generally short-term in nature, with maturities of less than one year, and are subject to
fluctuations in foreign exchange rates and credit risk. From time to time, Accenture enters into forward or option
contracts that are of a long-term nature. Credit risk is managed through careful selection and ongoing evaluation of the
financial institutions utilized as counterparties. Substantially all of Accenture’s financial instruments are recorded at
estimated fair value or amounts that approximate fair value. Accenture does not have any material derivatives
designated as hedges as defined by Statement of Financial Accounting Standards (“SFAS”) No. 133, “Accounting for
Derivative Instruments and Hedging Activities.” The changes in fair value of substantially all derivatives are recognized
in the Consolidated Income Statements and included in Other (expense) income.

Property and Equipment

      Property and equipment is stated at cost, net of accumulated depreciation. Depreciation of property and equipment
is computed on a straight-line basis over the following estimated useful lives:
   

Buildings  20 to 33 years
Leasehold improvements  Lesser of term of lease or

15 years
Computers, related equipment and software  2 to 7 years
Furniture and fixtures  5 to 10 years

Long-Lived Assets

      Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset or group of assets may not be recoverable. Recoverability of long-lived assets or groups of
assets is assessed based on a comparison of the carrying amount to the estimated future net cash flows. If estimated
future undiscounted net cash flows are less than the carrying amount, the asset is considered impaired and expense is
recorded at an amount required to reduce the carrying amount to fair value.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Employee Stock-Based Compensation Awards

      Accenture follows the intrinsic value method in accordance with Accounting Principles Board Opinion
(APB) No. 25, “Accounting for Stock Issued to Employees,” in accounting for its employee stock options and share
purchase rights. Accordingly, no compensation expense is recognized for share purchase rights granted in connection
with the issuance of stock options, under the Company’s employee share incentive plan and through its employee share
purchase plans; however, compensation expense is recognized in connection with the issuance of restricted share units
granted under the Company’s share incentive plan. In December 2004, the Financial Accounting Standards Board
issued Statement of Accounting Standards No. 123R, Share-Based Payment (“SFAS No. 123R”). This Statement is a
revision of SFAS No. 123, Accounting for Stock-Based Compensation, and supersedes APB No. 25 and its related
implementation guidance. Beginning September 1, 2005, Accenture is required to record compensation expense for its
employee stock options and share purchase rights in accordance with SFAS No. 123R.

      Had compensation expense for employee stock options granted under the Company’s share incentive plan and for
employee share purchase rights under its share purchase plan been determined based on the fair value at the grant date
consistent with SFAS No. 123, the Company’s Net income and Earnings per share would have been reduced to the pro
forma amounts indicated below:
              

  Year Ended August 31,
   

  2005  2004  2003
       

Net income as reported  $ 940,474  $ 690,828  $ 498,238 

 Add: Stock-based compensation expense already included
in net income as reported, net of tax and minority interest   52,140   31,446   22,279 

 

Deduct: Pro forma employee compensation cost related to
stock options, restricted share units and employee share
purchase plan, net of tax and minority interest   (150,105)   (85,545)   (83,015)

          

 Subtotal   (97,965)   (54,099)   (60,736)
          

Pro forma net income  $ 842,509  $ 636,729  $ 437,502 
          

Basic earnings per Class A common share:             
 As reported  $ 1.60  $ 1.25  $ 1.06 
 Pro forma  $ 1.43  $ 1.15  $ 0.93 
Diluted earnings per Class A common share:             
 As reported  $ 1.56  $ 1.22  $ 1.05 
 Pro forma  $ 1.40  $ 1.12  $ 0.93 
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      The fair value of each option grant and employee share purchase right is estimated on the date of grant using the
Black-Scholes option pricing model with the following weighted-average assumptions:
                         

  Year Ended August 31,
   

  2005  2004  2003
       

    Non-    Non-    Non-
Stock Options  Partners  partners  Partners  partners  Partners  partners

             

Expected life (in years)   6   5   6   5   6   5 
Risk-free interest rate   4.02%   3.52%   3.58%   3.29%   3.33%   2.89%
Expected volatility   41%   41%   44%   44%   50%   50%
Expected dividend yield   0%   0%   0%   0%   0%   0%
             

Employee Share Purchase Plan  2005  2004  2003
       

Expected life (in years)   0.5   0.5   0.5 
Risk-free interest rate   1.72%   1.10%   1.50%
Expected volatility   42%   45%   50%
Expected dividend yield   0%   0%   0%

Use of Estimates

      The preparation of Consolidated Financial Statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect amounts reported in the Consolidated
Financial Statements and accompanying disclosures. Although these estimates are based on management’s best
knowledge of current events and actions that Accenture may undertake in the future, actual results may be different
from the estimates.

Reclassifications

      Certain amounts reported in previous years have been reclassified to conform to the fiscal 2005 presentation.

Concentrations of Credit Risk

      Accenture’s financial instruments that are exposed to concentrations of credit risk consist primarily of cash and cash
equivalents, foreign exchange derivatives and client receivables. Accenture places its cash and cash equivalents and
foreign exchange derivatives with highly-rated financial institutions, limits the amount of credit exposure with any one
financial institution and conducts ongoing evaluation of the credit worthiness of the financial institutions with which it
does business. Client receivables are dispersed across many different industries and countries; therefore, concentrations
of credit risk are limited.

Newly Issued Accounting Standard

      In December 2004, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards
No. 123R, Share-Based Payment (“SFAS No. 123R” or the “Statement”). The Statement is a revision of SFAS No. 123,
Accounting for Stock-Based Compensation (“SFAS No. 123”),
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and supersedes Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees, and its related
implementation guidance. SFAS No. 123R focuses primarily on accounting for transactions in which an entity obtains
employee services in share-based payment transactions. The Statement requires entities to recognize compensation
expense for awards of equity instruments to employees based on the grant-date fair value of those awards (with limited
exceptions). SFAS No. 123R also requires the benefits of tax deductions in excess of recognized compensation expense
to be reported as a financing cash flow, rather than as an operating cash flow as prescribed under current accounting
rules. This requirement will reduce net operating cash flows and increase net financing cash flows in periods after
adoption. Total cash flow will remain unchanged from what would have been reported under prior accounting rules.
SFAS No. 123R is effective for the first annual reporting period that begins after June 15, 2005.

      Accenture adopted SFAS No. 123R on September 1, 2005, using the Statement’s modified prospective application
method. Adoption of SFAS No. 123R will not affect Accenture’s total cash flows or financial position, but it will
reduce reported income and earnings per share because Accenture currently uses the intrinsic value method as permitted
by Opinion No. 25. Accordingly, no compensation expense is currently recognized for share purchase rights granted
under the Company’s employee stock option and employee share purchase plans.

      Specifically, adopting SFAS No. 123R will result in Accenture recording compensation expense for employee stock
options and employee share purchase rights. Had Accenture expensed employee stock options and employee share
purchase rights under SFAS No. 123 for the year ended August 31, 2005, the following reported items would have been
reduced: Income before income taxes by $217,565; Income before minority interest by $152,376; Net income by
$97,965; and Diluted earnings per share by $0.16. We expect to increase the use of restricted share units and reduce the
use of stock options in our employee incentive awards for fiscal 2006, resulting in total stock-based compensation
expense that is comparable to fiscal 2005 pro forma expense.

      In addition, on September 1, 2005, upon adoption of SFAS No. 123R using the modified prospective application
method, Accenture recognized an immaterial one-time pre-tax gain, representing the reversal of compensation costs
recorded in prior years for restricted share units that are not expected to vest due to future forfeitures.
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2. EARNINGS PER SHARE

      Basic and diluted earnings per share are calculated as follows:
             

  Year Ended August 31,
   

  2005  2004  2003
       

Basic Earnings per Share             
Net income available for Class A

common shareholders  $ 940,474  $ 690,828  $ 498,238 

Basic weighted average Class A common
shares   588,505,335   553,298,104   468,592,110 

          

Basic earnings per share  $ 1.60  $ 1.25  $ 1.06 
          

Diluted Earnings per Share             
Net income available for Class A

common shareholders  $ 940,474  $ 690,828  $ 498,238 

Minority interest in Accenture SCA and
Accenture Canada Holdings Inc.(1)   556,485   529,672   549,507 

          

Net income for per share calculation  $ 1,496,959  $ 1,220,500  $ 1,047,745 
          

Basic weighted average Class A common
shares   588,505,335   553,298,104   468,592,110 

Class A common shares issuable upon
redemption of minority interest(1)   349,231,576   423,374,821   516,037,876 

Diluted effect of employee compensation
related to Class A common shares   22,479,122   25,843,691   11,698,583 

Diluted effect of employee share purchase
plan related to Class A common shares   298,943   296,827   426,027 

          

Weighted average Class A common
shares   960,514,976   1,002,813,443   996,754,596 

          

Diluted earnings per share  $ 1.56  $ 1.22  $ 1.05 
          

 

(1) Diluted earnings per share assumes the redemption and exchange of all Accenture SCA Class I common shares and Accenture Canada Holdings Inc.
exchangeable shares, respectively, for Accenture Ltd Class A common shares, on a one-for-one basis. The income effect does not take into account “Minority
interest— other,” since those shares are not redeemable or exchangeable for Accenture Ltd Class A common shares.

     For fiscal years 2005, 2004, and 2003, a total of 6,484,295 options, 183,917 options, and 2,709,589 options,
respectively, were excluded from the calculation of diluted earnings per share because their exercise prices would
render them anti-dilutive.

3. RESTRUCTURING AND REORGANIZATION (BENEFITS) COSTS

Restructuring

      In the fourth quarter of fiscal 2002, Accenture recognized restructuring costs of $110,524 (“Fiscal 2002
Restructuring”) related to a global consolidation of office space, consisting of $67,112 to consolidate various locations
and $43,412 to abandon the related fixed assets.

      In the second quarter of fiscal 2004, Accenture recognized restructuring costs of $107,256 (“Fiscal 2004
Restructuring”), primarily in the United States and the United Kingdom, consisting of
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$89,331 to consolidate various locations and $17,925 to abandon the related fixed assets. The Fiscal 2004 Restructuring
costs were allocated to the reportable operating segments as follows: $26,952 to Communications & High Tech;
$23,579 to Financial Services; $15,774 to Government; $23,491 to Products; and $17,460 to Resources.

      The Company’s restructuring activity was as follows:
                 

  Year Ended August 31, 2005  Year Ended August 31, 2004
     

  Fiscal 2004  Fiscal 2002  Fiscal 2004  Fiscal 2002
  Restructuring  Restructuring  Restructuring  Restructuring
         

Restructuring liability balance,
beginning of period  $ 78,756  $ 24,005  $ —  $ 40,327 

Restructuring expense   —   —   107,256   — 
Payments made   (16,519)   (13,063)   (10,463)   (20,394)
Other(1)   (2,326)   (934)   (18,037)   4,072 
             

Restructuring liability balance, end
of period  $ 59,911  $ 10,008  $ 78,756  $ 24,005 

             

 

(1) Other represents foreign currency translation, imputed interest and immaterial changes in lease estimates.

     The restructuring liabilities at August 31, 2005 were $69,919, of which $17,132 was included in Other accrued
liabilities and $52,787 was included in Other non-current liabilities. The recorded liabilities represent the net present
value of the estimated remaining obligations related to existing operating leases. Other than immaterial changes in lease
estimates, there have been no adjustments to the original liabilities recorded, and Accenture does not expect to make
future material adjustments.

Reorganization

      In fiscal 2001, Accenture accrued reorganization liabilities in connection with its transition to a corporate structure.
These liabilities included certain non-income tax liabilities, such as stamp taxes, as well as liabilities for certain
shareholders’ and partners’ expenses. Shareholder and partner expenses primarily represent unusual and
disproportionate individual income tax exposures assumed by certain, but not all, of our shareholders and partners in
certain tax jurisdictions specifically related to the transfer of their partnership interests in certain entities to Accenture as
part of the reorganization. The Company has identified certain shareholders and partners who may incur such unusual
and disproportionate financial damage in certain jurisdictions. These include shareholders and partners that were subject
to tax in their jurisdiction on items of income arising from the reorganization transaction that were not taxable for most
other shareholders and partners. In addition, certain other shareholders and partners were subject to a different rate or
amount of tax than other shareholders or partners in the same jurisdiction. If additional taxes are assessed on these
shareholders or partners in connection with these transfers, we intend to make payments to reimburse the costs
associated with the assessment either to the shareholder or partner, or to the taxing authority. Accenture has recorded
reorganization expense and the related liability where such liabilities are probable. Interest accruals are made to cover
reimbursement of interest on such tax assessments.
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      The Company’s reorganization activity was as follows:
               

  Year Ended August 31,
   

  2005  2004  2003
       

Reorganization liability balance, beginning of period  $ 454,042  $ 510,149  $ 443,089 
 Final Determinations(1)   (115,444)   (80,112)   (8,000)
 Changes in estimates   —   (25,547)   (39,485)
          

  Benefit recorded   (115,444)   (105,659)   (47,485)
 Interest expense accrued   26,187   27,294   28,139 
 Payments   —   —   — 
          

Benefits, net of accrued interest and payments   (89,257)   (78,365)   (19,346)
Foreign currency translation   16,655   22,258   86,406 
          

Reorganization liability, end of period  $ 381,440  $ 454,042  $ 510,149 
          

 

(1) Includes final agreements with tax authorities and expirations of statutes of limitations.

     At August 31, 2005, reorganization liabilities of $63,611 were included in Other accrued liabilities because
expirations of statutes of limitations could occur within 12 months and $317,829 were included in Other non-current
liabilities. We anticipate that reorganization liabilities will be substantially diminished by the end of fiscal 2008 because
the final statute of limitation will expire in a number of tax jurisdictions by that year. However, tax audits or litigation
may delay final settlements. Final settlement will result in a payment on a final settlement and/or recording a
reorganization benefit or expense in the income statement.

4. ACCUMULATED OTHER COMPREHENSIVE LOSS

      The components of Accumulated other comprehensive loss were as follows:
         

  August 31,
   

  2005  2004
     

Foreign currency translation adjustments  $ (43,036)  $ (22,752)
Unrealized (losses) gains on marketable securities, net of

reclassification adjustments   (2,219)   524 

Minimum pension liability adjustments, net of tax   (187,229)   (91,532)
       

Accumulated other comprehensive loss  $ (232,484)  $ (113,760)
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5. PROPERTY AND EQUIPMENT

      The components of Property and equipment, net were as follows:
          

  August 31,
   

  2005  2004
     

Buildings and land  $ 3,272  $ 3,206 
Leasehold improvements   459,443   437,780 
Computers, related equipment and software   1,218,029   1,144,252 
Furniture and fixtures   281,624   278,208 
       

 Property and equipment, gross   1,962,368   1,863,446 
Total accumulated depreciation   (1,268,658)   (1,219,500)
       

Property and equipment, net  $ 693,710  $ 643,946 
       

6. BUSINESS COMBINATIONS AND GOODWILL

      On June 15, 2005, Accenture acquired the net assets of Capgemini’s North American Health practice for $175,000
in cash and incurred $3,525 in expenses that have been accounted for as part of the purchase price. As a result of the
acquisition, more than 500 Capgemini professionals joined Accenture’s Products operating group in North America.
The business acquired by Accenture provided hospitals, insurance companies and government entities with systems
integration and consulting services related to the delivery of and payment for healthcare services. The primary assets
acquired include professional staff, intellectual property regarding processes and numerous client contracts that
generally last less than one year. Accenture recorded $144,986 of goodwill, all of which was allocated to the Products
reportable segment, and intangible assets of $25,600. The intangible assets will be amortized over one to five years. The
preliminary allocation of the purchase price is expected to be completed during the first quarter of fiscal 2006. The pro
forma effects on Accenture’s operations are not material.

      Also in fiscal 2005, the Company recorded additional goodwill of $14,561 related to its acquisition of Accenture
HR Services and $8,837 from other immaterial acquisitions during the year.

      All of the Company’s goodwill relates to acquisitions subsequent to July 2001 and as such has been accounted for
under the provisions of SFAS No. 142, “Goodwill and Other Intangible Assets,” which does not permit amortization of
goodwill. The Company follows the impairment provisions and disclosure requirements of SFAS No. 142. As such, the
Company performed impairment tests of
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goodwill as of May 31, 2005 and 2004 and determined that goodwill was not impaired. The changes in the carrying
amount of goodwill by reportable segment are as follows:
                             

      Foreign      Foreign   
  Balance at    currency  Balance at    currency  Balance at
  August 31,  Additions/  translation  August 31,  Additions/  translation  August 31,
  2003  Adjustments  adjustments  2004  Adjustments  adjustments  2005
               

Communications & High
Tech  $ 60,265  $ 3,865  $ 6,819  $ 70,949  $ 3,889  $ (1,752)  $ 73,086 

Financial Services   40,509   312   2,847   43,668   8,800   (899)   51,569 
Government   21,519   232   1,491   23,242   2,083   (392)   24,933 
Products   38,724   4,369   3,309   46,402   151,276   (741)   196,937 
Resources   27,642   273   2,306   30,221   2,336   (594)   31,963 
                      

Total  $ 188,659  $ 9,051  $ 16,772  $ 214,482  $ 168,384  $ (4,378)  $ 378,488 
                      

7. INVESTMENTS AND FINANCIAL INSTRUMENTS

      The components of the Company’s investments were as follows:
                   

  Amortized  Unrealized  Unrealized  Estimated Fair
  Cost  Gains  Losses  Value
         

August 31, 2005                 
Available-for-sale debt securities                 
 U.S. Treasury securities  $ 99,204  $ —  $ (906)  $ 98,298 
 Asset-backed securities   28,568   20   (616)   27,972 
 Corporate debt securities   537,660   313   (1,153)   536,820 
 Foreign government securities   3,356   52   (10)   3,398 
 Certificates of deposit and time deposits   46,000   1   —   46,001 
             

  Total available-for-sale debt
securities   714,788   386   (2,685)   712,489 

Available-for-sale equity securities   11,482   161   (81)   11,562 
             

  Total available-for-sale securities   726,270   547   (2,766)   724,051 
Other   2,282   —   —   2,282 
             

  Total investments at August 31, 2005  $ 728,552  $ 547  $ (2,766)  $ 726,333 
             

August 31, 2004                 
Available-for-sale debt securities                 
 U.S. Treasury securities  $ 103,950  $ 1,036  $ (163)  $ 104,823 
 Asset-backed securities   149,272   104   (379)   148,997 
 Corporate debt securities   355,593   500   (380)   355,713 
 Foreign government securities   3,098   25   (8)   3,115 
             

  
Total available-for-sale debt

securities   611,913   1,665   (930)   612,648 
Available-for-sale equity securities   11,944   49   (249)   11,744 
             

  Total available-for-sale securities   623,857   1,714   (1,179)   624,392 
Other   1,028   —   (11)   1,017 
             

  Total investments at August 31, 2004  $ 624,885  $ 1,714  $ (1,190)  $ 625,409 
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      The amortized cost and estimated fair value of available-for-sale investments in debt securities, by contractual
maturity, were as follows:
         

  August 31, 2005
   

  Amortized  Estimated
  Cost  Fair Value
     

Due in 1 year or less  $ 463,794  $ 463,460 
Due in 1-2 years   126,401   125,980 
Due in 2-3 years   42,104   41,580 
Due in 3-4 years   55,811   55,189 
Due in 4-5 years   8,529   8,424 
Due after 5 years   18,149   17,856 
       

Total available-for-sale debt securities  $ 714,788  $ 712,489 
       

      In fiscal 2005, proceeds from the sale of available-for-sale investments were $43,452, with $26,291 and $3,956 in
gross realized gains and gross realized losses, respectively. Proceeds from maturities of available-for-sale investment
securities were $901,032 for the year ended August 31, 2005.

Equity Method Investments

      As a result of a negative basis difference arising from the formation of a joint venture accounted for at carryover
basis, the underlying equity in net assets of the joint venture exceeded Accenture’s carrying value by approximately
$5,552 and $32,568 at August 31, 2004 and 2003, respectively. The negative basis difference was being amortized over
three years on a straight-line basis and became fully amortized in fiscal 2005. Amortization of the negative basis
differences of $5,552, $27,016 and $62,327 was reflected in the accompanying Consolidated Income Statements in
fiscal years 2005, 2004 and 2003, respectively.

Foreign Exchange Instruments

      Market quoted exchange rates are used to determine the fair value of foreign exchange instruments. The notional
values and fair values of such instruments were as follows:
                  

  August 31,
   

  2005  2004
     

  Notional  Fair  Notional  Fair
  Value  Value  Value  Value
         

Foreign currency forward exchange contracts:                 
 To sell  $ 287,794  $ (527)  $ 137,230  $ 1,381 
 To buy   372,204   (172)   313,887   904 
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8.     BORROWINGS AND INDEBTEDNESS

      At August 31, 2005, Accenture had the following borrowing facilities:
     

  Facility Amount
   

Syndicated loan facility(1)  $ 1,500,000 
Separate bilateral, uncommitted, unsecured multicurrency revolving credit facilities(2)   251,122 
Local guaranteed and non-guaranteed lines of credit(2)   202,251 
    

Total  $ 1,953,373 
    

 

(1) Accenture has a $1,500,000 syndicated loan facility maturing June 18, 2009 that provides unsecured, revolving borrowing capacity for general working capital
purposes, including the issuance of letters of credit on behalf of Accenture affiliates. Financing is provided under this facility at the prime rate or at the London
Interbank Offered Rate plus a spread. This facility requires the Company to: (1) limit liens placed on assets to (a) liens incurred in the ordinary course of business
(subject to certain qualifications) and (b) other liens securing obligations not to exceed 30% of the Company’s consolidated assets; and (2) maintain a
debt-to-cash-flow ratio not exceeding 1.75 to 1.00. The Company continues to be in compliance with these terms. As of August 31, 2005, the Company had no
borrowings under the facility and $53,974 in letters of credit outstanding. The facility is subject to annual commitment fees.

(2) Accenture maintains four separate bilateral, uncommitted, unsecured multicurrency revolving credit facilities. These facilities provide local currency financing in
countries where the Company’s syndicated facilities cannot readily be accessed. At August 31, 2005 and 2004, there was $4,401 and $12,799, respectively,
outstanding under these various facilities. The Company also maintains local guaranteed and non-guaranteed lines of credit. Interest rate terms on the bilateral
revolving facilities and local lines of credit are at market rates prevailing in the relevant local markets. The weighted average interest rate on borrowings under
these multicurrency credit facilities and lines of credit, based on the average annual balances, was approximately 7% in fiscal years 2005, 2004 and 2003.

     The Company had $9,280 and $7,304 of other short-term borrowings outstanding at August 31, 2005 and 2004,
respectively. In addition, the Company had total outstanding debt of $61,507 and $48,773 at August 31, 2005 and 2004,
respectively, which was primarily incurred in conjunction with the purchase of Accenture HR Services.

9. INCOME TAXES

      The components of the Provision for income taxes were as follows:
               

  Year Ended August 31,
   

  2005  2004  2003
       

Current taxes:             
 U.S. Federal  $ 138,457  $ 135,510  $ 142,941 
 U.S. state and local   19,779   19,359   20,420 
 Non-U.S.   478,049   318,800   322,971 
          

  Total current tax expense   636,285   473,669   486,332 
          

Deferred taxes:             
 U.S. Federal   55,344   52,399   48,523 
 U.S. state and local   7,906   7,486   6,932 
 Non-U.S.   (2,438)   41,989   24,312 
          

  Total deferred tax expense   60,812   101,874   79,767 
          

Total  $ 697,097  $ 575,543  $ 566,099 
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      Deferred income tax (benefit) expense related to the additional minimum pension liability was $(63,703) and
$16,217 in fiscal years 2005 and 2004, respectively, and was recorded in Accumulated other comprehensive loss in the
Consolidated Balance Sheets.

      The components of Income before income taxes were as follows:
             

  Year Ended August 31,
   

  2005  2004  2003
       

U.S. sources  $ 682,030  $ 503,257  $ 566,896 
Non-U.S. sources   1,523,972   1,295,313   1,045,921 
          

Total  $ 2,206,002  $ 1,798,570  $ 1,612,817 
          

      The reconciliation of the U.S. Federal statutory income tax rate to Accenture’s effective income tax rate was as
follows:
              

  Year Ended August 31,
   

  2005  2004  2003
       

U.S. federal statutory income tax rate   35.0%   35.0%   35.0%
U.S. state and local taxes, net   1.6   1.4   1.6 
Reorganization benefits   (1.4)   (1.5)   (0.4)
Other final determinations(1)   (6.4)   (2.2)   (3.3)
Non-U.S. operations   (0.4)   (1.4)   1.7 
Other   3.2   0.7   0.5 
          

 Effective income tax rate   31.6%   32.0%   35.1%
          

 

(1) Final determinations include final agreements with tax authorities and expirations of statutes of limitations.

     The components of Accenture’s deferred tax assets and liabilities include the following:
           

  August 31,
   

  2005  2004
     

Deferred tax assets:         
 Pensions  $ 161,197  $ 125,567 
 Revenue recognition   55,235   46,387 
 Compensation and benefits   147,838   127,318 
 Investments   1,516   40,937 
 Tax credit carryforwards   11,449   20,160 
 Net operating loss carryforwards   220,373   151,663 
 Depreciation and amortization   119,322   139,386 
 Restructuring costs   13,255   37,005 
 Other   59,460   34,358 
       

   789,645   722,781 
  Valuation allowance   (270,630)   (240,661)
       

 Total deferred tax assets   519,015   482,120 
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  August 31,
   

  2005  2004
     

Deferred tax liabilities:         
 Revenue recognition   (46,740)   (58,263)
 Depreciation and amortization   (58,479)   (23,934)
 Restructuring costs   (6)   (21,859)
 Other   (49,601)   (24,896)
       

 Total deferred tax liabilities   (154,826)   (128,952)
       

Net deferred tax assets  $ 364,189  $ 353,168 
       

      Accenture recorded valuation allowances of $270,630 and $240,661 at August 31, 2005 and 2004, respectively,
against deferred tax assets associated with capital losses on certain investments and certain tax net operating loss and
tax credit carryforwards, as Accenture believes it is more likely than not that these assets will not be realized. At
August 31, 2005 and 2004, $50,280 and $65,081, respectively, of the valuation allowances related to pre-acquisition tax
attributes recorded under purchase accounting, the reversal of which in future years will be allocated first to reduce
goodwill and then to reduce other non-current intangible assets of the acquired entity. In addition, $7,275 and $7,978 of
the valuation allowances at August 31, 2005 and 2004, respectively, related to tax attributes, the reversal of which in
future years will be allocated to Additional paid-in capital and Retained earnings.

      Accenture had net operating loss carryforwards at August 31, 2005 of $690,733. Of this amount, $289,854 expires
at various dates through 2024 and $400,879 has an indefinite carryforward period. Accenture had tax credit
carryforwards at August 31, 2005 of $11,449, of which $8,502 will expire at various dates through 2015 and $2,947
will expire between 2016 and 2025.

      At August 31, 2005, Accenture had not recognized a deferred tax liability on $548,513 of undistributed earnings for
certain subsidiaries, because these earnings are intended to be permanently reinvested. If such earnings were distributed,
some countries may impose withholding taxes. It is not practicable to determine the amount of the related unrecognized
deferred income tax liability.

      A portion of Accenture’s operations are subject to a reduced tax rate or are free of tax under various tax holidays
which expire during fiscal 2009 and 2010. The income tax benefits attributable to the tax status of these subsidiaries
were estimated to be approximately $17,000 in fiscal 2005, $11,000 in fiscal 2004, and $2,000 in fiscal 2003.

      Certain of Accenture’s subsidiaries’ income tax returns are under examination by tax authorities. Accenture does
not believe that any significant additional taxes in excess of those already provided will arise as a result of the
examinations.

      If Accenture or one of its non-U.S. subsidiaries were classified as a foreign personal holding company, Accenture’s
U.S. shareholders would be required to include in income, as a dividend, their pro rata share of Accenture’s (or
Accenture’s relevant non-U.S. subsidiary’s) undistributed foreign personal holding company income.
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      Because of the application of complex U.S. tax rules regarding attribution of ownership, Accenture Ltd met the
definition of a foreign personal holding company in a portion of fiscal 2004, and certain non-U.S. subsidiaries met the
definition in fiscal years 2005 and 2004. However, there is no foreign personal holding company income that
Accenture’s U.S. shareholders are required to include in income for such years.

      In the event that Accenture has net foreign personal holding company income, Accenture may distribute a dividend
to shareholders to avoid having taxable income imputed under these rules. Under certain circumstances, such a
distribution could create additional income tax costs to Accenture. Since Accenture did not have any foreign personal
holding company income in fiscal years 2005 and 2004, no such taxes have been provided.

      U.S. tax law repealed the foreign personal holding company provisions, effective for all tax years after fiscal 2005.

10. RETIREMENT AND PROFIT SHARING PLANS

Pension and Postretirement Benefits

      In the United States and certain other countries, Accenture maintains and administers retirement plans and
postretirement medical plans for certain active, retired and resigned Accenture employees. The majority of the plans are
non-contributory. Benefits under the employee retirement plans are primarily based on years of service and
compensation during the years immediately preceding retirement or termination of participation in the plan. Accenture
utilizes actuarial methods required by SFAS No. 87, “Employers’ Accounting for Pensions,” and SFAS No. 106,
“Employers’ Accounting for Postretirement Benefits Other Than Pensions,” to account for pension and postretirement
benefit plans, respectively.

      In addition, certain postemployment benefits, including severance benefits, disability-related benefits and
continuation of benefits such as healthcare benefits and life insurance coverage, are provided to former or inactive
employees after employment but before retirement. These costs are substantially provided for on an accrual basis.

      Accenture uses a June 30 measurement date for its U.S. benefit plans and a June 30 or August 31 measurement date
for its non-U.S. benefit plans.
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      Net periodic pension and postretirement expenses were as follows:
                         

  Pension Benefits
   

  Year Ended August 31,
   

  2005  2004  2003
       

    Non-U.S.    Non-U.S.    Non-U.S.
  U.S. Plans  Plans  U.S. Plans  Plans  U.S. Plans  Plans
             

Components of pension 
expense                         

Service cost  $ 49,518  $ 45,054  $ 45,247  $ 34,802  $ 29,215  $ 24,503 
Interest cost   42,760   18,037   36,262   12,799   30,878   10,843 
Expected return on plan

assets   (42,892)   (15,305)   (24,735)   (9,932)   (25,886)   (6,011)
Amortization of transitional

obligation   —   —   —   (213)   (6)   (181)
Amortization of loss/(gain)   13,675   (1,023)   20,673   782   4,847   1,730 
Amortization of prior service

cost   1,291   1,579   2,472   90   2,267   81 
Curtailment loss recognized   —   243   —   —   —   — 
Special termination benefits

charge       1,299   —   3,643   —   — 
                   

Total  $ 64,352  $ 49,884  $ 79,919  $ 41,971  $ 41,315  $ 30,965 
                   

                         

  Postretirement Benefits
   

  Year Ended August 31,
   

  2005  2004  2003
       

    Non-U.S.    Non-U.S.    Non-U.S.
  U.S. Plans  Plans  U.S. Plans  Plans  U.S. Plans  Plans
             

Components of 
postretirement expense                         

Service cost  $ 7,091  $ 1,646  $ 7,263  $ 1,677  $ 7,338  $ 817 
Interest cost   5,534   1,776   5,167   1,561   5,683   799 
Expected return on plan assets   (1,335)   —   (1,424)   —   (1,406)   — 
Amortization of transitional

obligation   79   —   79   204   79   183 
Amortization of loss   1,493   94   2,401   74   2,210   36 
Amortization of prior service

cost   (801)   (161)   (801)   —   (251)   — 
Curtailment loss recognized   —   (222)   —   —   —   — 
                   

Total  $ 12,061  $ 3,133  $ 12,685  $ 3,516  $ 13,653  $ 1,835 
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      The weighted-average assumptions used to determine the net periodic pension and postretirement expense are as
follows:
                                                 

  Pension Benefits  Postretirement Benefits
     

  Year Ended August 31,  Year Ended August 31,
     

  2005  2004  2003  2005  2004  2003
             

    Non-U.S.    Non-U.S.    Non-U.S.    Non-U.S.    Non-U.S.    Non-U.S.
  U.S Plans  Plans  U.S Plans  Plans  U.S Plans  Plans  U.S Plans  Plans  U.S Plans  Plans  U.S Plans  Plans
                         

Discount rate   6.25%   4.93%   6.00%   4.85%   7.25%   4.92%   6.25%   6.75%   6.00%   6.50%   7.25%   6.50% 
Expected rate

of return on 
plan assets

 
 7.50%

  
 5.19%

  
 8.00%

  
 5.66%

  
 8.50%

  
 5.35%

  
 7.50%/3.50%

  
 N/A

  
 8.00%/5.00%

  
 N/A

  
 8.00%/5.00%

  
 N/A

 

Rate of
increase in 
future 
compensation  4.50%   3.16%   4.50%   3.10%   5.70%   3.81%   N/A   4.50%   N/A   4.00%   N/A   4.00% 

      The weighted-average assumptions used to determine the fiscal year-end benefit obligations and the fiscal 2006
expense are as follows:
                                 

  Pension Benefits  Postretirement Benefits Year
     

  Year Ended August 31,  Year Ended August 31,
     

  2005  2004  2005  2004
         

    Non-U.S.    Non-U.S.    Non-U.S.    Non-U.S.
  U.S. Plans  Plans  U.S. Plans  Plans  U.S. Plans  Plans  U.S.Plans  Plans
                 

Discount rate   5.25%   4.28%   6.25%   4.93%   5.25%   5.50%   6.25%   6.75% 
Expected rate of return on plan assets   7.50%   5.57%   7.50%   5.19%   7.50%/3.50%   N/A   7.50%/3.50%   N/A 
Rate of increase in future compensation   4.50%   3.27%   4.50%   3.16%   N/A   3.50%   N/A   4.50% 

      The expected long-term rate of return on plan assets should, over time, approximate the actual long-term returns on
pension and other postretirement plan assets. The expected return on plan assets assumption is based on historical
returns and the future expectations for returns for each asset class, as well as the target asset allocation of the asset
portfolio.
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      The changes in the benefit obligation, plan assets and the funded status of the benefit plans are as follows:
                                 

  Pension Benefits  Postretirement Benefits
     

  Year Ended August 31,  Year Ended August 31,
     

  2005  2004  2005  2004
         

    Non-U.S.    Non-U.S.    Non-U.S.    Non-U.S.
  U.S. Plans  Plans  U.S. Plans  Plans  U.S. Plans  Plans  U.S. Plans  Plans
                 

Changes in benefit obligation                                 
Benefit obligation, beginning of

year  
$ 692,028

  
$ 335,819

  
$ 609,167

  
$ 233,446

  
$ 89,476

  
$ 25,054

  
$ 86,868

  
$ 24,539

 

Adjustment cost   —   —   —   13,002   —   —   —   — 
Service cost   49,518   45,054   45,247   34,802   7,091   1,646   7,263   1,677 
Interest cost   42,760   18,037   36,262   12,799   5,534   1,776   5,167   1,561 
Amendments   —   1,365   —   4,322   —   (3,858)   —   — 
Termination benefits   —   1,299   —   3,643   —   —   —   — 
Participant contributions   —   6,366   —   3,767   —   —   —   — 
Acquisitions/divestitures/transfers   —   75,024   —   38,863   —   —   —   (2,878)
Curtailments   —   (540)   —   —   —   (263)   —   — 
Actuarial loss/(gain)   189,769   73,364   11,646   (13,262)   19,555   4,160   (7,733)   (774)
Benefits paid   (16,528)   (39,369)   (10,294)   (15,691)   (3,320)   (130)   (2,089)   (49)
Exchange rate loss   —   2,212   —   20,128   —   3,026   —   978 
Settlements   —   (7,046)   —   —   —   —   —   — 
                         

Benefit obligation, end of year  $ 957,547  $ 511,585  $ 692,028  $ 335,819  $ 118,336  $ 31,411  $ 89,476  $ 25,054 
                         

Changes in plan assets                                 
Fair value of plan assets,

beginning of year  $ 470,792  $ 243,424  $ 311,360  $ 146,261  $ 24,585  $ —  $ 23,102  $ — 
Adjustment   —   —   —   15,524   —   —   —   — 
Actual return on plan assets   63,227   24,998   59,776   13,547   1,647   —   2,441   — 
Acquisitions/divestitures/transfers   —   70,004   —   37,170   —   —   —   — 
Employer contributions   183,852   40,780   109,950   28,852   180   130   1,131   49 
Participant contributions   —   6,366   —   3,767   2,551   —   —   — 
Benefits paid   (16,528)   (39,369)   (10,294)   (15,691)   (3,320)   (130)   (2,089)   (49)
Exchange rate gain   —   4,931   —   13,994   —   —   —   — 
Settlements   —   (7,046)   —   —   —   —   —   — 
                         

Fair value of plan assets, end of
year  

$ 701,343
  

$ 344,088
  

$ 470,792
  

$ 243,424
  

$ 25,643
  

$ —
  

$ 24,585
  

$ —
 

                         

Reconciliation of funded status                                 
Funded status  $ (256,204)  $ (167,497)  $ (221,236)  $ (92,395)  $ (92,693)  $ (31,411)  $ (64,891)  $ (25,054)
Unrecognized transitional

obligation   —   —   —   —   598   —   677   — 
Unrecognized loss   337,615   71,192   181,856   8,589   43,141   7,187   27,830   2,696 
Unrecognized prior service cost   3,888   5,215   5,179   5,250   (8,107)   (3,838)   (8,908)   — 
Contributions made after

measurement date  
 —

  
 1,499

  
 125,000

  
 714

  
 (112)

 
 24

  
 169

  
 10

 
                         

Net amount recognized at
year-end  $ 85,299  $ (89,591)  $ 90,799  $ (77,842)  $ (57,173)  $ (28,038)  $ (45,123)  $ (22,348)

                         

Amounts recognized in the 
Consolidated Balance Sheets 
consist of:

 
  

  
  

  
  

  
  

  
  

  
  

  
  

  
  

 

Prepaid benefit cost  $ 10,274  $ 10,441  $ —  $ 18,459  $ —  $ —  $ —  $ — 
Accrued benefit liability   (205,404)   (136,737)   (186,428)   (102,885)   (57,173)   (28,062)   (45,292)   (22,358)
Intangible asset   3,339   10   5,179   32   —   —   —   — 
Accumulated other

comprehensive loss  
 277,090

  
 35,196

  
 147,048

  
 5,838

  
 —

  
 —

  
 —

  
 —

 

Contributions made after
measurement date   —   1,499   125,000   714   —   24   169   10 

                         

Net amount recognized at
year-end  

$ 85,299
  

$ (89,591)
 

$ 90,799
  

$ (77,842)
 

$ (57,173)
 

$ (28,038)
 

$ (45,123)
 

$ (22,348)
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Funded Status for Defined Benefit Plans

      Generally, annual contributions are made at such times and in amounts as required by law and may, from time to
time, exceed minimum funding requirements.

      Our U.S. Pension plans include plans covering certain U.S. employees and former employees as well as a Basic
Retirement Plan for former pre-incorporation partners which was frozen in 2001. Accenture made discretionary
contributions of $50,000 and $229,625 to its U.S. employees’ pension plans in fiscal years 2005 and 2004, respectively.
Basic retirement benefits of $8,852 and $5,325 were paid in fiscal years 2005 and 2004, respectively. There were
contributions of $41,565 and $28,696 for the non-U.S. pension plans in fiscal years 2005 and 2004, respectively.

      SFAS No. 87, “Employers’ Accounting for Pensions,” requires recognition of a minimum pension liability if the
fair value of pension assets is less than the accumulated benefit obligation. In fiscal 2005, the charge increased by
$95,697, representing an adjustment to increase the pension liability by $159,400, net of a tax benefit of $63,703. In
fiscal 2004, the charge decreased by $28,576, representing an adjustment to decrease the pension liability by $39,874,
net of a tax expense of $16,217 and reclassification adjustments of $(4,919). These adjustments were included in
Accumulated other comprehensive loss in the shareholders’ equity section of the Consolidated Balance Sheet.

      The accumulated benefit obligation for all U.S. defined benefit pension plans was $903,306 and $657,221 at
August 31, 2005 and 2004, respectively. The accumulated benefit obligation for all non-U.S. defined benefit pension
plans was $434,596 and $284,432 at August 31, 2005 and 2004, respectively.

      The following information is provided for defined benefit pension plans with projected benefit obligations in excess
of plan assets and for plans with accumulated benefit obligations in excess of plan assets:
                 

  2005  2004
     

    Non-U.S.    Non-U.S.
  U.S. Plans  Plans  U.S. Plans  Plans
         

Projected benefit obligation in excess of 
plan assets:                 

Projected benefit obligation  $ 911,808  $ 434,117  $ 692,028  $ 261,271 
Fair value of plan assets   654,948   256,790   470,792   151,839 
Accumulated benefit obligation in excess 

of plan assets:                 

Accumulated benefit obligation  $ 860,352  $ 321,681  $ 657,221  $ 118,364 
Fair value of plan assets   654,948   200,533   470,792   44,244 

Investment Strategies

U.S. Pension Plans

      The overall investment objective of the plans is to provide growth in the assets of the plans to help fund future
benefit obligations while managing risk in order to meet current benefit obligations. The plans’ future prospects, their
current financial conditions, Accenture’s current funding levels and
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other relevant factors suggest that the plans can tolerate some interim fluctuations in market value and rates of returns in
order to achieve long-term objectives without undue risk to the plans’ ability to meet their current benefit obligations.

      Accenture’s investment committee recognizes that asset allocation of the pension plans’ assets is an important factor
in determining long-term performance. Actual asset allocations at any point in time may vary from the specified targets
below and will be dictated by current and anticipated market conditions, required cash flows, and investment decisions
of the investment committee and the pension plans’ investment funds and managers. Ranges are established to provide
flexibility for the asset allocation to vary around the targets without the need for immediate rebalancing.

Non-U.S. Pension Plans

      Our plan assets in non-U.S. pension plans conform to the investment policies and procedures of each plan and to
relevant legislation. The pension committee or trustee of the plan regularly, but at least annually, reviews the investment
policy and the performance of the investment managers. In certain countries, the trustee is also required to consult with
the Company. Generally, the investment return objective of each plan is to achieve a total annualized rate of return that
exceeds inflation over the long term by an amount based on the target asset mix of that plan. In certain countries, plan
assets are invested in funds that are required to hold a majority of assets in bonds, with a smaller proportion in equities.
Also, certain plan assets are entirely invested in contracts held with the plan insurer, who determines the investment
strategy. Pension plans in certain countries are unfunded.

Plan Assets

      The following table shows the Company’s target allocation for fiscal 2006 and weighted-average asset allocations at
August 31, 2005 and 2004 by asset category, for its pension and postretirement benefit plans:

Pension Plans
                         

      Plan Assets at August 31,
     

  2006 Target     
  Allocation  2005  2004
       

    Non-U.S.    Non-U.S.    Non-U.S.
  U.S. Plans  Plans  U.S. Plans  Plans  U.S. Plans  Plans
             

Asset Category                         
Equity securities   80%   35-45%   76%   30%   81%   21%
Debt securities   20%   35-45%   20%   32%   18%   23%
Cash and short-term investments   —   0-5%   —   19%   1%   24%
Insurance contracts   —   10-15%   —   13%   —   32%
Other   —   0-5%   4%   6%   —   — 
                   

Total   100%   n/m   100%   100%   100%   100%
                   

 

n/m = not meaningful
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U.S. Postretirement Plan(1)
             

    Plan Assets at
    August 31,
  2006 Target   
  Allocation  2005  2004
       

Asset Category             
Equity securities   35%   35%  36%
Debt securities   19%   19%  14%
Cash and short-term investments   46%   46%  50%
          

Total   100%   100%  100%
          

 

(1) The non-U.S. plans are unfunded and thus the table only relates to the U.S. Plans.

Expected Contributions

      In fiscal 2006, Accenture expects to pay approximately $6,484 of benefit payments, as part of its Basic Retirement
Plan, and expects to contribute $43,194 to its non-U.S. pension plans. Cash funding for retiree medical plans in fiscal
2006 is estimated to be approximately $1,400. In fiscal 2006, no contribution will be required for U.S. employees’
pension plans. Accenture has not determined whether it will make additional voluntary contributions for employee
pension plans.

Estimated Future Benefit Payments

      Benefit payments, which reflect expected future service, as appropriate, are expected to be paid as follows:
                 

  Pension Benefits  Postretirement Benefits
     

  U.S. Plans  Non-U.S. Plans  U.S. Plans  Non-U.S. Plans
         

2006  $ 13,440  $ 12,189  $ 2,389  $ 195 
2007   15,594   12,918   2,758   251 
2008   17,675   13,512   3,260   322 
2009   19,906   14,577   3,785   397 
2010   22,224   15,694   4,287   477 
2011-2015   158,969   105,983   28,651   4,096 

Assumed Health Care Cost Trend

      Annual rate increases in the per capita cost of health care benefits of 11.5% (under age 65) and 12.0% (over age 65)
were assumed for the plan year ending June 30, 2006. The rate is assumed to decrease on a straight-line basis to 5% for
the plan year ending June 30, 2011 and remain at that level thereafter. A one percentage point change in the assumed
health care cost trend rates would have the following effects:
                 

  One Percentage Point  One Percentage Point
  Increase  Decrease
     

  2005  2004  2005  2004
         

Effect on total of service and interest cost
components  $ 2,527  $ 2,664  $ (2,056)  $ (2,089)

Effect on year-end postretirement benefit
obligation   22,362   17,868   (17,375)   (14,250)
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Basic Retirement Benefits

      Obligations relating to basic retirement benefits for former pre-incorporation partners under the Basic Retirement
Plan are included in the U.S. pension plans discussed above. This plan was eliminated for active partners after May 15,
2001 in connection with the transition to a corporate structure. All qualifying Accenture partners or their qualifying
surviving spouses prior to May 15, 2001 will receive basic retirement benefits for life. The amount of annual benefit
payments is periodically adjusted for cost-of-living adjustments at the beginning of each calendar year. The plan is
unfunded and its projected benefit obligations were $138,165 and $126,051 at August 31, 2005 and 2004, respectively.

Early Retirement Benefits

      Obligations related to early retirement benefits are not included in pension benefits disclosed above. For periods
ended on or prior to May 15, 2001, partners retiring after age 56 and prior to age 62 received early retirement benefits
based on two years’ earnings on a straight-line declining basis that resulted in no payout to partners retiring at age 62.
Retired partners could elect to receive benefits in the form of a lump-sum payment or 10-year installment payments.
Partners electing installment payments accrue interest based on a U.S. Treasury bond index. This plan was eliminated
for active partners after May 15, 2001, in connection with the transition to a corporate structure. Early retirement
benefits of $46,421, $37,958 and $56,466 were paid to retired partners in fiscal years 2005, 2004 and 2003,
respectively. The remaining amounts due for early retirement benefits were $139,392 and $173,650 at August 31, 2005
and 2004, respectively, which are being paid out through 2011.

Defined Contribution Plans

      As of January 1, 2004, Accenture established a trusteed employer 401(k) match plan, the Accenture U.S. 401(k)
Match and Savings Plan, in the United States. The total costs of the 401(k) match plan were $44,172 and $30,762 in
fiscal years 2005 and 2004, respectively.

      In the United States, Accenture maintains and administers a trusteed profit sharing plan, the Accenture
U.S. Discretionary Profit Sharing Plan. The annual discretionary profit sharing contribution is determined by
management after the end of the fiscal year. The liability recorded as of August 31, 2005 for profit sharing was
$48,300, which we expect to pay in the first quarter of fiscal 2006. The contributions to the plan were $44,961 and
$59,879 in fiscal years 2004 and 2003, respectively.

      In the United Kingdom, Accenture also maintains and administers a defined contribution plan, the Accenture
Retirement Savings Plan. The Company provides matching contributions up to certain amounts based upon the age of
the eligible employee. The total costs of the plan were $46,045, $37,636 and $32,057 in fiscal years 2005, 2004 and
2003, respectively.
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11. EMPLOYEE SHARE PLANS

Employee Share Purchase Plan

      The Accenture Ltd 2001 Employee Share Purchase Plan (the “ESPP”) is a nonqualified plan that allows eligible
employee participants to purchase Accenture Ltd Class A common shares at a discount through payroll deductions.
Under this plan, substantially all employees may elect to contribute 1% to 10% of their compensation during each
semi-annual offering period (up to a per participant maximum of $15 per calendar year) to purchase Accenture Ltd
Class A common shares. Prior to May 1, 2005, the purchase price of Accenture Ltd Class A common shares was 85%
of the lower of its beginning of offering period or end of offering period market price. Beginning May 1, 2005, the
purchase price of the Accenture Ltd Class A common shares is 85% of the end of the offering period market price. A
maximum of 75,000,000 Accenture Ltd Class A common shares may be issued under the ESPP. At August 31, 2005,
36,222,041 Accenture Ltd Class A common shares had been issued under the ESPP. Under the ESPP, the Company
sold 8,784,839 shares, 8,134,692 shares and 13,189,911 shares to employees in fiscal years 2005, 2004 and 2003,
respectively. The weighted average fair values of the share purchases granted were as follows:
               

 Offering Period Ended   2005  2004  2003
         

 September 30    —   —  $ 7.78 
 November 1   $ 6.54  $ 4.80   — 
 May 1   $ 6.54  $ 6.49  $ 4.36 

Share Incentive Plan

      The Accenture Ltd 2001 Share Incentive Plan (the “SIP”) permits the grant of nonqualified share options, incentive
stock options, share appreciation rights, restricted shares, restricted share units and other share-based awards. A
maximum of 375,000,000 Accenture Ltd Class A common shares may be used for awards under the share incentive
plan. At August 31, 2005, 183,163,938 shares were available for future grants under the SIP. Accenture Ltd Class A
common shares covered by awards that expire, terminate or lapse will again be available for the grant of awards under
the SIP. The SIP is administered by the Compensation Committee of the Board of Directors of Accenture Ltd.

Stock Options

      Incentive stock options generally have an exercise price that is at least equal to the fair value of the Class A
common shares on the date the option is granted.
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      Options currently outstanding under the SIP have a maximum term of 10 years and vest under varying schedules.
Stock option activity was as follows:
                         

  Year Ended August 31,
   

  2005  2004  2003
       

    Weighted    Weighted    Weighted
    Average    Average    Average
    Exercise    Exercise    Exercise
  Number  Price  Number  Price  Number  Price
             

Options
outstanding, 
beginning of 
year   63,938,783  $ 15.40   75,599,090  $ 14.80   86,131,490  $ 14.73 

Granted   21,283,007   25.38   5,965,602   22.40   6,251,959   15.24 
Exercised   8,591,735   14.77   11,717,958   14.61   5,816,252   14.55 
Forfeited   2,781,155   17.68   5,907,951   16.33   10,968,107   14.68 
                   

Options
outstanding, end 
of year   73,848,900  $ 18.27   63,938,783  $ 15.40   75,599,090  $ 14.80 

                   

Exercisable at
year end   49,098,967  $ 15.99   36,387,546  $ 14.66   32,140,118  $ 14.66 

                   

Weighted average
fair value of 
options granted 
during the year      $ 11.30      $ 11.21      $ 7.27 

                   

      Effective as of February 18, 2005, Accenture awarded to certain of its highest-performing senior executives stock
options to purchase approximately 15,000,000 Accenture Ltd Class A common shares, having an aggregate fair value,
at the time of grant, of $170,000.

      A summary of information about stock options outstanding at August 31, 2005 is as follows:
                       

  Options Outstanding  Options Exercisable
     

    Weighted Avg.     
  Options  Contractual Life  Weighted Average  Options  Weighted Average

Range of Exercise Prices  Outstanding  Remaining  Exercise Price  Exercisable  Exercise Price
           

 $12.82 - $15.31   44,270,068   5.9  $ 14.55   40,677,027  $ 14.55 
 $15.32 - $18.32   2,240,992   7.6   16.24   725,787   16.09 
 $18.33 - $27.50   27,337,840   9.0   24.47   7,696,153   23.64 
                 

     73,848,900   7.1  $ 18.27   49,098,967  $ 15.99 
                 

Restricted Share Units

      Under the SIP, participants may be granted restricted share units without cost to the participant. Each restricted
share unit awarded to a participant represents an unfunded, unsecured right, which is nontransferable except in the event
of death of the participant, to receive an Accenture Ltd Class A common share on the date specified in the participant’s
award agreement. The restricted share units granted under this plan vest at various times, generally ranging from
immediate vesting to vesting over a ten-year period. For awards with graded vesting, compensation expense is
recognized over the vesting term of each separately vesting portion. Compensation expense is recognized on a
straight-line
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basis for awards with cliff vesting. A summary of information with respect to restricted share units is as follows:
             

  August 31,
   

  2005  2004  2003
       

Shares granted   7,335,407   4,715,894   6,908,328 
Weighted average fair value of shares  $ 25.78  $ 22.62  $ 16.13 
Pre-tax compensation expense charged to earnings, net

of cancellations  $ 88,341  $ 60,486  $ 51,615 

12. SHAREHOLDERS’ EQUITY

Accenture Ltd

Preferred Shares

      Accenture has 2,000,000,000 authorized preferred shares, par value $0.0000225 per share, the rights and
preferences of which are currently undesignated. The Board of Directors of Accenture Ltd has the authority to issue the
preferred shares in one or more series and to fix the rights, preferences, privileges and restrictions attaching to those
shares, including dividend rights, conversion rights, voting rights, redemption terms and prices, liquidation preferences
and the numbers of shares constituting any series and the designation of any series, without further vote or action by the
shareholders.

      Any series of preferred shares could, as determined by Accenture Ltd’s Board of Directors at the time of issuance,
rank senior to our common shares with respect to dividends, voting rights, redemption and/or liquidation rights. These
preferred shares are of the type commonly known as “blank-check” preferred stock.

Class A Common Shares

      Holders of Accenture Ltd’s Class A common shares are entitled to one vote per share and do not have cumulative
voting rights. Each Class A common share entitles its holder to a pro rata part of any dividend at the times and in the
amounts, if any, which Accenture Ltd’s Board of Directors from time to time determines to declare, subject to any
preferred dividend rights attaching to any preferred shares. Each Class A common share is entitled on a winding-up of
Accenture Ltd to be paid a pro rata part of the value of the assets of Accenture Ltd remaining after payment of its
liabilities, subject to any preferred rights on liquidation attaching to any preferred shares. As of November 22, 2004, the
voting agreement dated as of April 18, 2001 among Accenture Ltd and the partners party thereto (the “voting
agreement”) was amended to eliminate the voting provisions of that agreement. Accordingly, Accenture Ltd Class A
common shares and Class X common shares held by the parties to the voting agreement are no longer voted as a block
at Accenture Ltd shareholder meetings.

Class X Common Shares

      Holders of Accenture Ltd’s Class X common shares are entitled to one vote per share and do not have cumulative
voting rights. Holders of Class X common shares are not entitled to receive
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dividends and are not entitled to be paid any amount upon a winding-up of Accenture Ltd. Most of Accenture’s partners
who received Accenture SCA Class I common shares or Accenture Canada Holdings Inc. exchangeable shares in
connection with Accenture’s transition to a corporate structure received a corresponding number of Accenture Ltd
Class X common shares. Accenture Ltd may redeem, at its option, any Class X common share for a redemption price
equal to the par value of the Class X common share. Accenture Ltd has separately agreed not to redeem any Class X
common share of a holder if the redemption would reduce the number of Class X common shares held by that holder to
a number that is less than the number of Accenture SCA Class I common shares or Accenture Canada Holdings Inc.
exchangeable shares held by that holder, as the case may be. Accenture Ltd will redeem Class X common shares upon
the redemption or exchange of Accenture SCA Class I common shares and Accenture Canada Holdings Inc.
exchangeable shares so that the aggregate number of Class X common shares outstanding at any time does not exceed
the aggregate number of Accenture SCA Class I common shares and Accenture Canada Holdings Inc. exchangeable
shares outstanding. Class X common shares are not transferable without the consent of Accenture Ltd. As of
November 22, 2004, the Accenture Ltd voting agreement was amended to eliminate the voting provisions of that
agreement. Accordingly, Accenture Ltd Class A common shares and Class X common shares held by parties to the
voting agreement are no longer voted as a block at Accenture Ltd shareholder meetings.

Equity of Subsidiaries Redeemable or Exchangeable for Accenture Ltd Class A Common Shares

Accenture SCA Class I Common Shares

      Partners in certain countries, including the United States, received Accenture SCA Class I common shares in
connection with Accenture’s transition to a corporate structure. After June 28, 2005, only Accenture’s partners, former
partners and their permitted transferees continue to hold Accenture SCA Class I common shares. Each Class I common
share of Accenture SCA entitles its holder to one vote on all matters submitted to a vote of shareholders of Accenture
SCA and entitles its holders to dividends and liquidation payments.

      Subject to the transfer restrictions in Accenture SCA’s Articles of Association, Accenture SCA is obligated, at the
option of the holder, to redeem any outstanding Accenture SCA Class I common share at a redemption price per share
generally equal to its current market value as determined in accordance with Accenture SCA’s Articles of Association.
Under Accenture SCA’s Articles of Association, the market value of a Class I common share that is not subject to
transfer restrictions will be deemed to be equal to (i) the average of the high and low sales prices of an Accenture Ltd
Class A common share as reported on the New York Stock Exchange (or on such other designated market on which the
Class A common shares trade), net of customary brokerage and similar transaction costs, or (ii) if Accenture Ltd sells its
Class A common shares on the date that the redemption price is determined (other than in a transaction with any
employee or an affiliate or pursuant to a preexisting obligation), the weighted average sales price of an Accenture Ltd
Class A common share on the New York Stock Exchange (or on such other market on which the Class A common
shares primarily trade), net of customary brokerage and similar transaction costs. Accenture SCA may, at its option, pay
this redemption price with cash or by delivering Accenture Ltd Class A
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common shares on a one-for-one basis. Each holder of Class I common shares is entitled to a pro rata part of any
dividend and, subject to the rights of the holders of Class II common shares and Class III common shares, to the value
of any remaining assets of Accenture SCA after payment of its liabilities upon dissolution.

Accenture SCA Class II and Class III common shares

      On June 28, 2005, Accenture SCA’s shareholders approved certain amendments to the rights of Accenture SCA
Class II common shares held by Accenture Ltd, as well as the creation of a new class of common shares known as
“Class III common shares” into which all Class I common shares held by Accenture Ltd and its affiliates were
reclassified. Accenture SCA Class II common shares and Class III common shares may not be held by any person other
than the general partner of Accenture SCA and its subsidiaries. All Class I common shares that are sold or otherwise
transferred to Accenture Ltd or its subsidiaries will be automatically reclassified into Class III common shares.

      Accenture SCA Class II common shares and Class III common shares (or any lettered sub-series of that class) are
not entitled to any cash dividends. If the Board of Directors of Accenture Ltd authorizes the payment of a cash dividend
on Accenture Ltd’s Class A common shares, Accenture Ltd, as general partner of Accenture SCA, will cause Accenture
SCA to redeem Class II common shares and Class III common shares that Accenture Ltd holds to obtain cash needed to
pay dividends on its Class A common shares. At any time that Accenture SCA were to pay a cash dividend on its
Class I common shares, new Class II common shares and Class III common shares would be issued to the existing
holders of Class II common shares and Class III common shares, in each case having an aggregate value of the amount
of any cash dividends that the holders of those Class II or Class III common shares would have received had they
ratably participated in the cash dividend paid on the Class I common shares.

      Each Class II common share entitles its holder to receive a liquidation payment equal to 10% of any liquidation
payment to which a Class I common share entitles its holder. Each Class III common share entitles its holder to receive
a liquidation payment equal to 100% of any liquidation payment to which a Class I common share entitles its holder.

Accenture Canada Holdings Inc. Exchangeable Shares

      Partners resident in Canada and New Zealand received Accenture Canada Holdings Inc. exchangeable shares in
connection with Accenture’s transition to a corporate structure. Subject to the transfer restrictions contained in
Accenture Ltd’s bye-laws, holders of Accenture Canada Holdings Inc. exchangeable shares may exchange their shares
for Accenture Ltd Class A common shares on a one-for-one basis. Accenture may, at its option, satisfy this exchange
with cash at a price per share generally equal to the market price of an Accenture Ltd Class A common share at the time
of the exchange. Each exchangeable share of Accenture Canada Holdings Inc. entitles its holder to receive distributions
equal to any distributions to which an Accenture Ltd Class A common share entitles its holder.

F-38



e10vk http://www.sec.gov/Archives/edgar/data/1134538/000095013705013107...

129 of 137 3/8/2006 5:19 PM

 

ACCENTURE LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. Dollars, except share and per share amounts or as otherwise disclosed)

Restrictions on the Transfer of Certain Accenture Shares

      Accenture Ltd’s bye-laws and Accenture SCA’s Articles of Association contain transfer restrictions that apply to
certain Accenture partners and former partners who hold Accenture Ltd Class A common shares or Accenture Canada
Holdings Inc. exchangeable shares and Accenture SCA Class I common shares, respectively, and are parties to the
Accenture Ltd voting agreement or Accenture SCA transfer rights agreement, respectively. These persons are referred
to as “covered persons.” The shares covered by these transfer restrictions generally include any Accenture Ltd Class A
common shares beneficially owned by a covered person at the time in question and also as of or prior to Accenture’s
initial public offering of Accenture Ltd Class A common shares, as well as all Accenture Canada Holdings Inc.
exchangeable shares or Accenture SCA Class I common shares held by such covered persons. The transfer restrictions
generally require covered persons to maintain beneficial ownership of all Accenture Ltd Class A common shares,
Accenture SCA Class I common shares and Accenture Canada Holdings Inc. exchangeable shares received prior to
Accenture’s initial public offering for a period of eight years subsequent to Accenture’s initial public offering and to
maintain beneficial ownership of at least 25 percent of such shares for as long as he or she is an employee of Accenture.
Covered persons who continue to be Accenture employees are permitted to transfer a percentage of such shares
annually. These transfer restrictions lapse on an accelerated basis upon retirement and generally terminate upon death.

      Accenture SCA’s Articles of Association also provide that, except in the case of a redemption or transfer of Class I
common shares to Accenture Ltd or one of its subsidiaries in accordance with the Articles of Association, Accenture
SCA Class I common shares may be transferred only with the consent of the Accenture Ltd, as the general partner of
Accenture SCA.

13. MATERIAL TRANSACTIONS AFFECTING SHAREHOLDERS’ EQUITY

Secondary Offerings

      On September 29, 2003, Accenture closed an underwritten public offering of Accenture Ltd Class A common
shares. The offering was comprised of 57,394,595 shares newly issued by Accenture Ltd and 24,605,405 shares offered
by Accenture partners, former partners and their permitted transferees. The price to the public was $21.00 per share and
the price net of the underwriters’ discount of 2.85% was $20.40 per share. Accenture Ltd received $1,170,936 as a
result of the issuance of 57,394,595 shares newly issued by Accenture Ltd. On September 30, 2003, the underwriters, in
connection with the underwritten public offering, exercised their over allotment option to purchase an additional
12,300,000 newly issued Class A common shares at the same price per share. On October 1, 2003, Accenture Ltd
received $250,939 as a result of the issuance of the additional 12,300,000 newly issued shares. All of the proceeds from
the newly issued shares were used by Accenture SCA and its subsidiaries, together with $43,291 previously authorized
for repurchases under Accenture’s Share Management Plan, to redeem or purchase a total of 71,816,561 Accenture
SCA shares and Accenture Canada Holdings Inc. exchangeable shares from partners pursuant to a tender offer for a
total cash outlay of $1,465,166.

      On May 4, 2004, Accenture closed an underwritten public offering of Accenture Ltd Class A common shares. The
offering was comprised of 35,761,232 shares newly issued by Accenture Ltd and
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14,238,768 shares offered by Accenture partners, former partners and their permitted transferees. The price to the public
was $23.50 per share and the price net of the underwriters’ discount of 2.8% was $22.84. Accenture Ltd received
$816,858 as the result of the issuance of 35,761,232 shares newly issued by Accenture Ltd. On May 4, 2004, the
underwriters, in connection with the underwritten public offering, exercised their option to purchase an additional
7,500,000 newly issued Class A common shares at the same price per share. On May 4, 2004, Accenture Ltd received
$171,315 as a result of the issuance of the additional 7,500,000 newly issued shares. All of the proceeds from the newly
issued shares were used by Accenture SCA and its subsidiaries, together with $56,661, to redeem or purchase a total of
45,741,795 Accenture SCA shares and Accenture Canada Holdings Inc. exchangeable shares from partners pursuant to
a tender offer for a total cash outlay of $1,044,834.

      For information regarding a tender offer by Accenture SCA and one of its subsidiaries to purchase or redeem
Accenture SCA Class I common shares, please see Footnote 18 (Subsequent Events).

Share Purchase Activity

      Since April 2002, the Board of Directors of Accenture Ltd has authorized funding for its publicly announced
open-market share purchase program for acquiring Accenture Ltd Class A common shares and for redemptions and
repurchases of Accenture SCA Class I common shares and Accenture Canada Holdings Inc. exchangeable shares.
Effective as of October 15, 2004, the Board of Directors of Accenture Ltd has authorized the purchase, redemption and
exchange from time to time of up to an additional $3,000,000 of Accenture shares.

      The Company’s share purchase activity is summarized as follows:
                     

    Share Management Plan And   
  Open Market  RSU Sell-Back Program   
       

  Shares  Amount  Shares  Amount  Total
           

Available Authorization
at August 31, 2002      $ 78,890      $ 600,000  $ 678,890 

Purchases   8,619,800   (151,763)   17,779,985   (311,258)   (463,021)
Additional

Authorizations       155,000       —   155,000 
                

Available Authorization
at August 31, 2003       82,127       288,742   370,869 

Purchases   8,413,050   (201,326)   29,619,979   (664,338)   (865,664)
Additional

Authorizations       180,777       600,000   780,777 
                

Available Authorization
at August 31, 2004       61,578       224,404   285,982 

Purchases   20,566,470   (480,470)   45,147,483   (1,103,291)   (1,583,761)
Additional

Authorizations       1,000,000       2,000,000   3,000,000 
                

Available Authorization
at August 31, 2005      $ 581,108      $ 1,121,113  $ 1,702,221 
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Open Market Share Purchases (formerly Accenture Share Employee Compensation Trust)

      In February 2005, Accenture dissolved the Accenture Share Employee Compensation Trust (the “SECT”) after
determining that it could continue to meet its obligations related to its compensation and employee benefit plans
without the SECT. All remaining Accenture Ltd Class A common shares held by the SECT were transferred to a
subsidiary of Accenture Ltd. The dissolution of the SECT did not affect Accenture’s open-market share purchase
program, which it continues through one or more subsidiaries of Accenture Ltd.

Share Management Plan and RSU Sell-Back Program Transactions

      Under Accenture’s Share Management Plan, which expired on July 24, 2005, the Company executed quarterly
transactions which provided its partners, former partners and their permitted transferees with the opportunity to dispose
of shares that were currently eligible for transfers under the terms of the various transfer restrictions applicable to them.

      In July 2005, Accenture implemented a Senior Executive Trading Policy applicable to its senior executives which
provides, among other things, that all Accenture Ltd Class A common shares, Accenture SCA Class I common shares,
and Accenture Canada Holdings Inc. exchangeable shares covered by the transfer restrictions contained in Accenture’s
various charter documents and available for transfer will be subject to quarterly trading guidelines. These guidelines
seek to limit the total number of these shares redeemed, sold or otherwise transferred in any calendar quarter to no more
than a composite average weekly volume of trading in Accenture Ltd Class A common shares. As of October 24, 2005,
the shares covered by the transfer restrictions contained in Accenture’s various charter documents and subject to these
additional quarterly guidelines represented approximately 55% of the total number of shares covered by the transfer
restrictions contained in Accenture’s various charter documents. The Senior Executive Trading Policy was
implemented, in part, due to the expiration of the Share Management Plan. Since July 24, 2005, holders of the shares
covered by the transfer restrictions contained in Accenture’s various charter documents have been able to individually
execute sales, redemptions or dispositions of those shares that are free of transfer restrictions and, in the case of
Accenture’s senior executives, in compliance with the quarterly trading guidelines contained in the Senior Executive
Trading Policy.

      For the year ended August 31, 2005, the total cash outlay for Accenture SCA Class I common shares redeemed or
purchased from tender offers was $1,057,770 and the total cash outlay for purchases of Accenture Canada Holdings Inc.
exchangeable shares was $15,719. In addition to the tender offers, during the twelve months ended August 31, 2005, the
Company purchased Accenture SCA Class I common shares for aggregate purchase prices of $19,966.

      During fiscal 2005, the Company also purchased $9,836 of shares through the RSU Sell-Back Program, whereby
Accenture offers to purchase Accenture Ltd Class A common shares awarded to employees pursuant to restricted share
units issued in connection with its initial public offering.
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Other Share Purchases

      Accenture acquired Accenture Ltd Class A common shares and Accenture SCA Class I common shares in other
share transactions, summarized as follows:
                         

  2005  2004  2003
       

  Shares  Amount  Shares  Amount  Shares  Amount
             

Purchases of Accenture Ltd
Class A common shares,
net share delivery   1,093,481  $ 26,078   5,523,763  $ 138,817   5,951,800  $ 98,810 

Purchases and redemptions
of Accenture SCA Class I
common shares under
Articles of Association of 
Accenture SCA

 

 69,279

  

 1,750

  

 2,421,801

  

 58,112

  

 207,008

  

 125

 

                   

Total   1,162,760  $ 27,828   7,945,564  $ 196,929   6,158,808  $ 98,935 
                   

14. LEASE COMMITMENTS

      Accenture has various lease agreements, principally for office space, with various renewal options. Rental expense
including operating costs and taxes was $371,554, $287,559 and $280,714 in fiscal years 2005, 2004 and 2003,
respectively. Sublease income from third parties was $23,485, $22,806 and $18,950 in fiscal years 2005, 2004 and
2003, respectively. Future minimum rental commitments under non-cancelable operating leases as of August 31, 2005,
were as follows:
         

  Operating  Operating
  Lease  Sublease
  Payments  Income
     

2006  $ 333,652  $ (13,503)
2007   284,975   (12,723)
2008   241,296   (9,367)
2009   210,415   (7,922)
2010   208,522   (7,338)
Thereafter   1,261,803   (24,577)
       

  $ 2,540,663  $ (75,430)
       

15. COMMITMENTS AND CONTINGENCIES

Guarantees

      As a result of its increase in ownership percentage of Accenture HR Services from 50 percent to 100 percent in
February 2002, Accenture may be required to make additional purchase price payments through September 30, 2008,
conditional on Accenture HR Services achieving certain levels of qualifying revenues. An amendment to the purchase
agreement was signed in January 2005, increasing the guaranteed additional minimum purchase price by $10,000 and
decreasing the total
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amount of additional purchase price that Accenture may be required to make to $177,500 from $187,500. The
remaining potential liability at August 31, 2005 was $159,909.

      In February 2005, Accenture signed an amendment to the Avanade Inc. stockholders agreement. As a result of the
amendment, there is no longer a fixed purchase price minimum or maximum payable by Accenture for the Avanade Inc.
shares not already owned by Accenture. Accenture now has the right to purchase substantially all of the remaining
outstanding shares of Avanade Inc. not owned by Accenture at fair value if certain events occur. Accenture may also be
required to purchase substantially all of the remaining outstanding shares of Avanade Inc. at fair value if certain events
occur.

      Accenture has various agreements in which it may be obligated to indemnify the other parties with respect to certain
matters. Generally, these indemnification provisions are included in contracts arising in the normal course of business
under which the Company customarily agrees to hold the indemnified party harmless against losses arising from a
breach of representations related to such matters as title to assets sold and licensed or certain intellectual property rights.
Payments by Accenture under such indemnification clauses are generally conditioned on the other party making a
claim. Such claims are typically subject to challenge by Accenture and to dispute resolution procedures specified in the
particular contract. Further, the Company’s obligations under these agreements may be limited in terms of time and/or
amount and, in some instances, Accenture may have recourse against third parties for certain payments made by the
Company. It is not possible to predict the maximum potential amount of future payments under these indemnification
agreements due to the conditional nature of Accenture’s obligations and the unique facts of each particular agreement.
Historically, the Company has not made any payments under these agreements that have been material individually or
in the aggregate. As of August 31, 2005, management was not aware of any obligations arising under indemnification
agreements that would require material payments.

      From time to time, Accenture enters into contracts with clients whereby it has joint and several liability with other
participants and third parties providing related services and products to clients. Under these arrangements, Accenture
and other parties may assume some responsibility to the client for the performance of others under the terms and
conditions of the contract with or for the benefit of the client. In some arrangements, the extent of Accenture’s
obligations for the performance of others is not expressly specified. As of August 31, 2005, Accenture estimates it had
assumed an aggregate potential liability of approximately $1,228,973 to its clients for the performance of others under
arrangements described in this paragraph. These contracts typically provide recourse provisions that would allow
Accenture to recover from the other parties all but approximately $123,697 if Accenture is obligated to make payments
to the clients that are the consequence of a performance default by the other parties. To date, Accenture has not been
required to make any payments under any of the contracts described in this paragraph.

Legal Contingencies

      At August 31, 2005, Accenture or its present personnel had been named as a defendant in various litigation matters.
All of these are civil in nature. Based on the present status of these litigation matters, the management of Accenture
believes they will not ultimately have a material effect on the results of operations, financial position or cash flows of
Accenture.
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16. SEGMENT REPORTING

      Operating segments are defined by SFAS No. 131, “Disclosures about Segments of an Enterprise and Related
Information,” as components of an enterprise about which separate financial information is available that is evaluated
regularly by the chief operating decision maker, or decision-making group, in deciding how to allocate resources and in
assessing performance.

      Accenture’s chief operating decision maker is the Chief Executive Officer. The operating segments are managed
separately because each operating segment represents a strategic business unit providing management consulting,
technology and outsourcing services that serves clients in different industries. The reportable operating segments are the
five operating groups, which are Communications & HighTech, Financial Services, Government, Products and
Resources.

Reportable Segments

      Information regarding Accenture’s reportable segments groups is as follows:
                             

Year Ended August 31:               
  Comm. &  Financial           

2005  High Tech  Services  Government  Products  Resources  Other  Total
               

Revenues before
reimbursements  $ 4,001,347  $ 3,408,166  $ 2,171,458  $ 3,569,975  $ 2,388,845  $ 7,238  $ 15,547,029 

Depreciation(1)   66,055   61,121   56,508   56,725   41,664   —   282,073 
Operating income   673,183   499,647   168,736   413,188   356,484   —   2,111,238 
Assets at August 31(2)   571,292   81,849   738,575   435,515   315,722   151,787   2,294,740 
                             

2004               
               

Revenues before
reimbursements  $ 3,741,451  $ 2,770,990  $ 1,994,655  $ 2,978,892  $ 2,178,569  $ 9,006  $ 13,673,563 

Depreciation(1)   81,739   66,813   35,463   56,112   39,869   —   279,996 
Operating income   403,698   353,904   311,050   414,501   275,473   —   1,758,626 
Assets at August 31(2)   542,746   114,207   581,301   354,003   217,217   133,851   1,943,325 
                             

2003               
               

Revenues before
reimbursements  $ 3,290,372  $ 2,355,321  $ 1,581,758  $ 2,613,303  $ 1,966,043  $ 11,202  $ 11,817,999 

Depreciation(1)   88,479   62,599   31,186   60,127   51,422   —   293,813 
Operating income   321,168   306,094   282,308   428,217   213,448   —   1,551,235 
Assets at August 31(2)   365,101   213,441   354,444   362,443   295,114   109,806   1,700,349 
 

(1) This amount includes depreciation on property and equipment controlled by each operating segment, as well as an allocation for depreciation on property and
equipment they do not directly control.

(2) Operating segment assets directly attributed to an operating segment and provided to the chief operating decision maker include Receivables from clients, current
and non-current Unbilled services and Deferred revenues.

     The accounting policies of the operating segments are the same as those described in Note 1, Summary of
Significant Accounting Policies.
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      Reorganization and restructuring benefits (costs) were allocated to the operating groups as follows:
             

  Year Ended August 31,
   

Increase (Decrease) to Operating Income  2005  2004  2003
       

Communications & High Tech  $ 21,274  $ (7,230)  $ 4,778 
Financial Services   20,643   (6,403)   4,319 
Government   13,335   (4,247)   2,526 
Products   21,019   (6,356)   4,278 
Resources   12,986   (4,655)   3,445 
          

Total  $ 89,257  $ (28,891)  $ 19,346 
          

      Revenues are attributed to geographic areas and countries based on where client services are supervised.
Information regarding Accenture’s geographic areas and countries is as follows:
                 

Year Ended August 31:  Americas  EMEA(1)  Asia Pacific  Total
         

2005                 
             

Revenues before reimbursements  $ 6,729,626  $ 7,734,932  $ 1,082,471  $ 15,547,029 
Reimbursements   732,493   708,305   106,593   1,547,391 
Revenues   7,462,119   8,443,237   1,189,064   17,094,420 
Long-lived assets at August 31   267,757   294,262   131,691   693,710 

2004                 
             

Revenues before reimbursements  $ 6,133,081  $ 6,572,011  $ 968,471  $ 13,673,563 
Reimbursements   682,087   627,368   130,564   1,440,019 
Revenues   6,815,168   7,199,379   1,099,035   15,113,582 
Long-lived assets at August 31   282,431   253,323   108,192   643,946 

2003                 
             

Revenues before reimbursements  $ 5,671,026  $ 5,352,850  $ 794,123  $ 11,817,999 
Reimbursements   907,628   560,391   111,222   1,579,241 
Revenues   6,578,654   5,913,241   905,345   13,397,240 
Long-lived assets at August 31   325,250   252,001   73,204   650,455 
 

(1) EMEA includes Europe, Middle East and Africa.

     The Company conducts business in the following countries that individually comprised over 10% of consolidated
revenues before reimbursements within the last three years, as follows:
             

  August 31,
   

  2005  2004  2003
       

United States   37%  39%  43%
United Kingdom   17%  16%  14%
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      The Company conducts business in the following countries that hold more than 10% of its total consolidated
long-lived assets, as follows:
             

  August 31,
   

  2005  2004  2003
       

United States   34%  37%  43%
United Kingdom   20%  12%  11%
India   10%  9%  4%

      Revenues before reimbursements by major types of services are as follows:
              

  Year Ended August 31,
   

  2005  2004  2003
       

Consulting(1)  $ 9,559,157  $ 8,589,645  $ 8,048,134 
Outsourcing(1)   5,987,872   5,083,918   3,769,865 
          

 Revenues before reimbursements   15,547,029   13,673,563   11,817,999 
Reimbursements   1,547,391   1,440,019   1,579,241 
          

 Revenues  $ 17,094,420  $ 15,113,582  $ 13,397,240 
          

 

(1) In fiscal 2003, $334,972 of revenues before reimbursements previously classified as “Other” have been reclassified to “Consulting” or “Outsourcing” type of
work to conform to the current presentation.

17.     QUARTERLY DATA (unaudited)
                      

Year Ended August 31: First  Second  Third  Fourth   
2005  Quarter  Quarter  Quarter  Quarter  Annual

           

Revenues before
reimbursements  $ 3,730,355  $ 3,813,522  $ 4,078,573   3,924,579   15,547,029 

Reimbursements   341,017   402,862   419,037   384,475   1,547,391 
Revenues   4,071,372   4,216,384   4,497,610   4,309,054   17,094,420 
Operating income   458,150   471,952   671,948   509,188   2,111,238 
Net income   196,273   209,786   305,280   229,135   940,474 
Earnings per

Class A common
share:

 
  

  
  

  
  

  
  

  
  

 

 — Basic   0.33   0.35   0.52   0.39   1.60 
 — Diluted   0.32   0.35   0.51   0.38   1.56 
Weighted average

Class A common
shares:                     

 — Basic   590,029,649   591,694,862   587,277,097   584,088,816   588,505,335 
 — Diluted   980,298,997   979,750,161   951,945,669   930,688,067   960,514,976 
Common stock

price per share:                     

 — High   27.58   27.60   25.97   25.70   27.60 
 — Low   22.61   24.39   21.00   22.20   21.00 
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ACCENTURE LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of U.S. Dollars, except share and per share amounts or as otherwise disclosed)

                      

  First  Second  Third  Fourth   
2004  Quarter  Quarter  Quarter  Quarter  Annual

           

Revenues before
reimbursements $ 3,261,585  $ 3,302,209  $ 3,686,662  $ 3,423,107  $ 13,673,563 

Reimbursements   312,903   380,095   363,579   383,442   1,440,019 
Revenues   3,574,488   3,682,304   4,050,241   3,806,549   15,113,582 
Operating

income   507,140   307,429   573,157   370,900   1,758,626 

Net income   174,340   123,089   210,409   182,990   690,828 
Earnings per

Class A
common share:

 
  

  
  

  
  

  
  

  
  

 

 — Basic   0.34   0.23   0.38   0.31   1.25 
 — Diluted   0.33   0.22   0.37   0.30   1.22 
Weighted

average
Class A
common 
shares:                     

 — Basic   519,417,011   544,052,062   558,330,780   589,080,622   553,298,104 
 — Diluted   1,019,952,588   998,003,396   1,000,536,090   986,250,253   1,002,813,443 
Common stock

price per share:                    

 — High   25.37   26.95   25.91   28.10   28.10 
 — Low   21.00   21.85   22.61   23.25   21.00 

18.     SUBSEQUENT EVENTS

      On September 14, 2005, Accenture SCA and one of its subsidiaries made a tender offer to Accenture SCA Class I
common shareholders that resulted in the redemption and purchase, effective October 14, 2005 of an aggregate of
35,922,744 Accenture SCA Class I common shares at a price of $21.50 per share. The total cash outlay for these
transactions was $772,339.

      On October 6, 2005, Accenture Ltd declared a cash dividend of $0.30 per share on its Class A common shares for
shareholders of record at the close of business on October 17, 2005. Accenture Ltd will cause Accenture SCA to declare
a cash dividend of $0.30 per share on its Class I common shares for shareholders of record at the close of business on
October 12, 2005. Both dividends are to be payable on November 15, 2005.
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