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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
FORM 10-K
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2006
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
Commission file number: 1-14443
GARTNER, INC.
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Delaware 04-3099750
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56 Top Gallant Road (Zip Code)
Stamford, CT.
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(203) 316-1111
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Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock, $.0005 par value per share New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yesp Noo
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act.

Yeso Nop
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yesp Noo
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer:

Large accelerated filer p  Accelerated filer o Non-accelerated filer o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
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As of June 30, 2006, the aggregate market value of the registrant s common stock held by non-affiliates of the
registrant was $972,370,120 based on the closing sale price as reported on the New York Stock Exchange.
The number of shares outstanding of the issuer s $0.005 par value per share common stock as of January 31, 2007 was
104,080,204.
DOCUMENTS INCORPORATED BY REFERENCE

Document Parts Into Which Incorporated
Proxy Statement for the Annual Meeting of Stockholders to be held June 5, 2007 Part 111
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PART I
ITEM 1. BUSINESS.
GENERAL
Gartner, Inc. is a leading research and advisory firm that helps executives use technology to build, guide and grow
their enterprises. We offer independent and objective research and analysis on information technology, computer
hardware, software, communications and related technology industries (the IT industry ). We provide comprehensive
coverage of the IT industry to approximately 10,000 client organizations, including approximately 400 Fortune 500
companies across 75 countries. Our client base consists primarily of chief information officers ( CIOs ) and other senior
IT and business executives from a wide variety of enterprises, government agencies and the investment community.
Unless otherwise indicated or unless the context requires otherwise, all references in this Form 10-K to  Gartner,
Company, we, us, our orsimilar terms mean Gartner, Inc. and its subsidiaries on a consolidated basis.
The foundation for all Gartner products is our independent research on IT issues. The findings from this research are
delivered through our three customer channels, depending on a client s specific business needs, preferences and
objectives:
Research provides research content and advice for IT professionals, technology companies and the investment
community in the form of reports and briefings, as well as peer networking services and membership programs
designed specifically for CIOs and other senior executives.
Consulting consists primarily of consulting, measurement engagements and strategic advisory services (paid
one-day analyst engagements) ( SAS ), which provide assessments of cost, performance, efficiency and quality
focused on the IT industry.
Events consists of various symposia, conferences and exhibitions focused on the IT industry.
Since its founding in 1979, Gartner has established a leading brand in the IT research marketplace.
MARKET OVERVIEW
Information technology has become increasingly critical to the operational and financial success of corporations and
governments over the last two decades. Once a support function, IT is now viewed as a strategic component of growth
and operating performance. Accordingly, it has become imperative for executives and IT professionals to manage
efficiently and effectively their IT spending and purchasing decisions.
As the cost of IT solutions continues to rise, executives and technology professionals have realized the importance of
making well-informed decisions and increasingly seek to maximize their returns on IT capital investments. As a
result, any IT investment decision in an enterprise is subject to increased financial scrutiny. In addition, today s IT
marketplace is dynamic and complex. Technology providers continually introduce new products with a wide variety
of standards and features that are prone to shorter life cycles. The users of technology almost all organizations must
keep abreast of new developments in technology to ensure their IT systems are reliable, efficient and meet their needs.
Given the heightened emphasis organizations place on technology decision-making and spending, companies and
governments are increasingly turning to outside experts for IT procurement, implementation and operation in order to
maximize the value of their IT investments. Accordingly, it is critical that CIOs and other executives obtain
value-added, independent and objective research and analysis of the I'T market to assist in their IT related decisions.
OUR SOLUTION
We provide high quality independent and objective research and analysis of the IT industry. Through our entire
product portfolio, our global research community provides thought leadership and insight about technology
acquisition and deployment to CIOs, executives and other technology leaders.
We employ a diversified business model that utilizes and leverages the breadth and depth of our research intellectual
capital. The foundation for our business model is our ability to create and distribute our proprietary research content as
broadly as possible via published reports and briefings, consulting and advisory services and hosting symposia,
conferences and exhibitions.
With a base of over 650 research analysts, we create timely and relevant technology-related research. In addition, we
have over 500 experienced consultants that combine our objective, independent research, with a practical, business
perspective focused on the IT industry. Our events are among the world s largest of their kind; gathering highly
qualified audiences of senior business executives, I'T professionals, purchasers and vendors of IT products and
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PRODUCTS AND SERVICES

Our principal products and services are Research, Consulting, and Events:

§ RESEARCH. Gartner s global research product is the fundamental building block for all Gartner services. We
combine our proprietary research methodologies with extensive industry and academic relationships to create the
Gartner solution. Our research agenda is defined by clients needs, focusing on the critical issues, opportunities and
challenges they face every day. Our research analysts are in regular contact with technology vendors and research
users, thereby enabling them to identify the most pertinent topics in the I'T marketplace and develop relevant
product enhancements to meet the evolving needs of users of our research. Our proprietary research content,
presented in the form of reports, briefings, updates and related tools, is delivered directly to the client s desktop via
our website. Our research analysts provide in-depth analysis on all aspects of technology including: hardware,
software and systems, services, I'T management, market data and forecasts, and vertical industry issues. Clients
typically sign contracts that provide access to our research content for individual users. The research contracts are
renewed on an ongoing basis; to date, we have enjoyed strong research client retention, with 81% of users renewing
their contracts in 2006, as well as 96% wallet retention, a measure of the amount of contract value we have retained
with clients over 2006.

Our strategy is to align our service and product offerings around targeted key client groups. For example, Executive
Programs (EP) are exclusive membership programs designed to help CIOs, senior I'T executives and other business
executives become more effective in their enterprises. An EP membership leverages the knowledge and expertise of
Gartner in ways that are specific to the CIOs needs, and offers role-based offerings and members-only communities
for peer-based collaboration. Our 3,600 EP members also receive advice and counsel from a personal relationship
manager who understands their goals and can ensure the most effective level of support from Gartner.

Our Best Practices Councils are exclusive peer exchange communities focused on specific functional areas of IT
that bring together senior business and IT leaders in major U.S. and international companies for exclusive events,
multi-client research studies and ad hoc peer exchange forums. These programs allow clients to learn from the
experiences of their peers and share best practices in functional areas such architecture and IT planning, emerging
technology management, enterprise application, information security, infrastructure management and IT sourcing
management in order to solve common business problems, improve corporate performance and drive greater
effectiveness.

Our End User Programs focus on the needs of the IT end user market with a variety of product offerings. Gartner
for IT Leaders, a new product suite that we rolled out in 2006, currently provides eight role-based research
offerings for end user IT leaders to assist in effective decision-making. These products align a client s specific job
related challenges with appropriate Gartner analysts and insight, and connect IT leaders to IT peers who share
common business and technology issues.

Our High Tech & Telecom Programs focus on the needs of our clients who are high technology and
telecommunications service providers, professional service firms and IT investors to help them be more successful
in their specific job roles within their specific sub-industry. We leverage Gartner research and other information
into industry specific expertise and solutions.

§ CONSULTING. Gartner consultants provide fact-based consulting services to help our clients use and manage IT
to enable business performance. We seek to accomplish three major outcomes for our clients: applying IT to drive
improvements in business performance; creating sustainable IT efficiency that ensures a constant return on IT; and
strengthening the IT organization and operations to ensure high-value services to the client s lines of business and to
enable the client to adapt to business changes.
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We utilize our benchmarking capabilities and our business solutions to drive these outcomes. Our benchmarking
capabilities are provided as information offerings. Our business solutions, enabled by benchmarking, include IT
Transformation, IT Optimization, Sourcing Optimization and Business Enablement. We deliver our consulting
solutions by capitalizing on Gartner assets that are invaluable to IT decision-making, including Gartner research

that ensures our consulting analyses and advice is based on a deep understanding of the IT environment and the
business of IT, Gartner s market independence which keeps our consultants focused on our client s success and our
benchmarking capability that provides relevant comparisons and best practices to assess and improve performance.

§ EVENTS. Gartner symposia and conferences are gatherings of technology s most senior IT and business strategists
and practioners. Symposia and conferences give clients live access to insights developed from our latest proprietary
research in a concentrated way. Informative sessions led by Gartner analysts are augmented with technology
showcases, peer exchange, analyst one-on-one meetings, workshops and keynotes by technology s top leaders.
Symposia and conferences also provide participants with a networking opportunity to interact with business
executives of the world s leading technology companies. Except for certain invitation only events, attendance is not
limited to Gartner clients. In 2006, Gartner s 74 events throughout the United States, Europe, Latin America and the
Asia-Pacific region attracted over 41,000 attendees.

Gartner conferences attract high-level I'T and business professionals ready to buy technology products and services,
and provide a commercial opportunity for attendees to interact with this audience. Gartner Symposium, offered
each spring and fall in various international locations, is a large, strategic conference for senior IT and business
professionals. Symposium is combined with ITxpo, an exhibition where the latest technology products and
solutions are demonstrated. We also offer conferences on specialized topics such as security, outsourcing, wireless
technology and the impact of I'T on the public sector, utilities, media and financial services industries in many
locations around the world.

4
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Note 14 Segment Information in the Notes to the Consolidated Financial Statements contained within this Form 10-K
includes financial information about our geographic areas and our three business segments: Research, Consulting and
Events.
COMPETITION
We believe that the principal competitive factors that differentiate us from our competitors are:
Superior IT Research Content We believe that we create the broadest, highest quality and most relevant research
coverage of the IT industry. Our research analysis generates unbiased IT research that we believe is timely,
thought-provoking and comprehensive, and that is known for its high quality, independence and objectivity.
Our Leading Brand Name For more than a quarter of a century, we have been providing critical, trusted insight
under the Gartner name.
Our Global Footprint and Established Customer Base = We have a global presence with operations in over 75
countries on six continents. Sales outside of North America accounted for approximately 40% of our 2006
revenues.
Substantial Operating Leverage in Our Business Model = We have the ability to distribute our intellectual property
and expertise across multiple platforms, including research publications, consulting engagements, conferences and
executive programs, to derive incremental revenues and profitability.
Experienced Management Team Our management team is composed of IT research veterans and experienced
industry executives.
Nothwithstanding these differentiating factors, we face competition from a significant number of independent
providers of information products and services. We compete indirectly against consulting firms and other information
providers, including electronic and print media companies. These indirect competitors could choose to compete
directly with us in the future. Additionally, we face competition from free sources of information that are available to
our clients through the Internet. Limited barriers to entry exist in the markets in which we do business. As a result,
new competitors may emerge and existing competitors may start to provide additional or complementary services.
However, we believe the breadth and depth of our research assets position us well versus our competition. Increased
competition may result in us losing market share, diminished value in our products and services, reduced pricing, and
increased sales and marketing expenditures.
INTELLECTUAL PROPERTY
Our success has resulted in part from proprietary methodologies, software, reusable knowledge capital and other
intellectual property rights. We rely on a combination of copyright, patent, trademark, trade secret, confidentiality,
non-compete and other contractual provisions to protect our intellectual property rights. We have policies related to
confidentiality, ownership and the use and protection of Gartner s intellectual property, and we also enter into
agreements with our employees as appropriate that protect our intellectual property.
We recognize the value of our intellectual property in the marketplace and vigorously identify, create and protect it.
Additionally, we actively monitor and enforce contract compliance by our end users.
EMPLOYEES
As of December 31, 2006, we had 3,784 employees, of which 642 were located at our headquarters in Stamford,
Connecticut; 1,581 were located at our other facilities in the United States; and 1,561 were located outside of the
United States. Our employees may be subject to collective bargaining agreements at a company or industry level in
those countries where this is part of the local labor law or practice. We have experienced no work stoppages and
consider our relations with our employees to be favorable.
AVAILABLE INFORMATION
Our Internet address is www. gartner.com and the investor relations section of our Web site is located at
www.investor.gartner.com. We make available free of charge, on or through the investor relations section of our Web
site, printable copies of our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form
8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended (the Exchange Act ) as soon as reasonably practicable after we electronically file such
material with, or furnish it to, the Securities and Exchange Commission (the SEC ).
Also available at www.investor.gartner.com , under the Corporate Governance link, are printable and current copies of
our (i) CEO & CFO Code of Ethics which applies to our Chief Executive Officer, Chief Financial Officer, controller
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and other financial managers, (ii) Code of Business Conduct, which applies to all Gartner officers, directors and
employees, (iii) Principles of Ethical Conduct which applies to all Gartner employees, (iv) Board Principles and
Practices, the corporate governance principles that have been adopted by our Board and (v) charters for each of the
Board s standing committees: Audit, Compensation and Governance/Nominating. This information is also available in
print to any shareholder who makes a written request to Investor Relations, Gartner, Inc., 56 Top Gallant Road, P.O.
Box 10212, Stamford, CT 06904-2212.
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ITEM 1A. RISK FACTORS

Factors That May Affect Future Performance.

We operate in a very competitive and rapidly changing environment that involves numerous risks and uncertainties,
some of which are beyond our control. In addition, we and our clients are affected by the economy. The following
section discusses many, but not all, of these risks and uncertainties.

Risks related to our business

Our operating results could be negatively impacted if the IT industry experiences an economic down cycle.
Our revenues and results of operations are influenced by economic conditions in general and more particularly by
business conditions in the IT industry. A general economic downturn or recession, anywhere in the world, could
negatively affect demand for our products and services and may substantially reduce existing and potential client
information technology-related budgets. Such a downturn could materially and adversely affect our business, financial
condition and results of operations, including the ability to maintain client retention, wallet retention and consulting
utilization rates, and achieve contract value and consulting backlog growth.

We face significant competition and our failure to compete successfully could materially adversely affect our
results of operations and financial condition.

We face direct competition from a significant number of independent providers of information products and services,
including information that can be found on the Internet free of charge. We also compete indirectly against consulting
firms and other information providers, including electronic and print media companies, some of which may have
greater financial, information gathering and marketing resources than we do. These indirect competitors could also
choose to compete directly with us in the future. In addition, limited barriers to entry exist in the markets in which we
do business. As a result, additional new competitors may emerge and existing competitors may start to provide
additional or complementary services. Additionally, technological advances may provide increased competition from
a variety of sources. However, we believe the breadth and depth of our research assets position us well versus our
competition. There can be no assurance that we will be able to successfully compete against current and future
competitors and our failure to do so could result in loss of market share, diminished value in our products and
services, reduced pricing and increased marketing expenditures. Furthermore, we may not be successful if we cannot
compete effectively on quality of research and analysis, timely delivery of information, customer service, and the
ability to offer products to meet changing market needs for information and analysis, or price.

We may not be able to maintain our existing products and services.

We operate in a rapidly evolving market, and our success depends upon our ability to deliver high quality and timely
research and analysis to our clients. Any failure to continue to provide credible and reliable information that is useful
to our clients could have a material adverse effect on future business and operating results. Further, if our predictions
prove to be wrong or are not substantiated by appropriate research, our reputation may suffer and demand for our
products and services may decline. In addition, we must continue to improve our methods for delivering our products
and services in a cost-effective manner. Failure to increase and improve our electronic delivery capabilities could
adversely affect our future business and operating results.

We may not be able to introduce the new products and services that we need to remain competitive.

The market for our products and services is characterized by rapidly changing needs for information and analysis. To
maintain our competitive position, we must continue to enhance and approve our products and services, develop or
acquire new products and services in a timely manner, and appropriately position and price new products and services
relative to the marketplace and our costs of producing them. Any failure to achieve successful client acceptance of
new products and services could have a material adverse effect on our business, results of operations or financial
position.

We depend on renewals of subscription based services and sales of new subscription based services for a
significant portion of our revenue, and our failure to renew at historical rates or generate new sales of such
services could lead to a decrease in our revenues.

A large portion of our success depends on our ability to generate renewals of our subscription-based research products
and services and new sales of such products and services, both to new clients and existing clients. These products and
services constituted 54% and 53% of our revenues for 2006 and 2005, respectively. If we are not able to renew at
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historical rates, and do not generate new sales in an amount sufficient to account for the shortfall arising from a
decrease in renewals, our revenues will be negatively affected.
Our research subscription agreements have terms that generally range from twelve to thirty months. Our ability to
maintain contract renewals is subject to numerous factors, including the following:

delivering high-quality and timely analysis and advice to our clients;

understanding and anticipating market trends and the changing needs of our clients; and

delivering products and services of the quality and timeliness necessary to withstand competition.
6
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Additionally, as we implement our strategy to realign our business to client needs, we may shift the type and pricing
of our products which may impact client renewal rates. While research client retention rates were 81% at both
December 31, 2006 and 2005, respectively, there can be no guarantee that we will continue to maintain this rate of
client renewals.
Generating new sales of our subscription based products and services, both to new and existing clients, is often a time
consuming process. If we are unable to generate new sales, due to competition or other factors, our revenues will be
adversely affected.
We depend on non-recurring consulting engagements and our failure to secure new engagements could lead to
a decrease in our revenues.
Consulting segment revenues constituted 29% and 30% of our revenues for 2006 and 2005, respectively. These
consulting engagements typically are project-based and non-recurring. Our ability to replace consulting engagements
is subject to numerous factors, including the following:

delivering consistent, high-quality consulting services to our clients;

tailoring our consulting services to the changing needs of our clients; and

our ability to match the skills and competencies of our consulting staff to the skills required for the fulfillment

of existing or potential consulting engagements.
Any material decline in our ability to replace consulting arrangements could have an adverse impact on our revenues
and our financial condition.
The profitability and success of our conferences, symposia and events could be adversely affected if we are
unable to obtain desirable dates and locations.
The market for desirable dates and locations for conferences, symposia and events is highly competitive. If we cannot
secure desirable dates and locations for our conferences, symposia and events their profitability could suffer, and our
financial condition and results of operations may be adversely affected. In addition, because our events are scheduled
in advance and held at specific locations, the success of these events can be affected by circumstances outside of our
control, such as labor strikes, transportation shutdowns, economic slowdowns, terrorist attacks, natural disasters and
other world events impacting the global economy, the occurrence of any of which could negatively impact the success
of the event.
We may not be able to attract and retain qualified personnel which could jeopardize the quality of our
products and services.
Our success depends heavily upon the quality of our senior management, research analysts, consultants, sales and
other key personnel. We face competition for the limited pool of these qualified professionals from, among others,
technology companies, market research firms, consulting firms, financial services companies and electronic and print
media companies, some of which have a greater ability to attract and compensate these professionals. Some of the
personnel that we attempt to hire are subject to non-compete agreements that could impede our short-term recruitment
efforts. Any failure to retain key personnel or hire and train additional qualified personnel as required to support the
evolving needs of clients or growth in our business, could adversely affect the quality of our products and services,
and our future business and operating results.
We may not be able to maintain the equity in our brand name.
We believe that our Gartner brand, including our independence, is critical to our efforts to attract and retain clients and
that the importance of brand recognition will increase as competition increases. We may expand our marketing
activities to promote and strengthen the Gartner brand and may need to increase our marketing budget, hire additional
marketing and public relations personnel, expend additional sums to protect the brand and otherwise increase
expenditures to create and maintain client brand loyalty. If we fail to effectively promote and maintain the Gartner
brand, or incur excessive expenses in doing so, our future business and operating results could be materially and
adversely impacted.
Our international operations expose us to a variety of risks which could negatively impact our future revenue
and growth.
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Approximately 40% of our revenues for 2006 and 38% for 2005 were derived from sales outside of North America.
As a result, our operating results are subject to the risks inherent in international business activities, including general
political and economic conditions in each country, changes in foreign currency exchange rates, changes in market
demand as a result of tariffs and other trade barriers, challenges in staffing and managing foreign operations, changes
in regulatory requirements, compliance with numerous foreign laws and regulations, differences between U.S. and
foreign tax rates, and the difficulty of enforcing client agreements, collecting accounts receivable and protecting
intellectual property rights in international jurisdictions. Furthermore, we rely on local distributors or sales agents in
some international locations. If any of these arrangements are terminated by our agent or us, we may not be able to
replace the arrangement on beneficial terms or on a timely basis, or clients of the local distributor or sales agent may
not want to continue to do business with us or our new agent.

7

Table of Contents 15



Edgar Filing: GARTNER INC - Form 10-K

Table of Contents

The costs of servicing our outstanding debt obligations could impair our future operating results.

In January 2007, we refinanced our debt and we now have a $180.0 million term loan as well as a $300.0 million
revolving credit facility (which we can increase to $400.0 million). The affirmative, negative and financial covenants
of the credit facility could limit our future financial flexibility. The associated debt service costs of these facilities
could impair our future operating results. The outstanding debt may limit the amount of cash or additional credit
available to us, which could restrain our ability to expand or enhance products and services, respond to competitive
pressures or pursue future business opportunities requiring substantial investments of additional capital.

If we are unable to enforce and protect our intellectual property rights our competitive position may be
harmed.

We rely on a combination of copyright, patent, trademark, trade secret, confidentiality, non-compete and other
contractual provisions to protect our intellectual property rights. Despite our efforts to protect our intellectual property
rights, unauthorized third parties may obtain and use technology or other information that we regard as proprietary.
Our intellectual property rights may not survive a legal challenge to their validity or provide significant protection for
us. The laws of certain countries do not protect our proprietary rights to the same extent as the laws of the United
States. Accordingly, we may not be able to protect our intellectual property against unauthorized third-party copying
or use, which could adversely affect our competitive position. Our employees are subject to non-compete agreements.
When the non-competition period expires, former employees may compete against us. If a former employee chooses
to compete against us prior to the expiration of the non-competition period, there is no assurance that we will be
successful in our efforts to enforce the non-compete provision.

We have grown, and may continue to grow, through acquisitions and strategic investments, which could
involve substantial risks.

We have made and may continue to make acquisitions of, or significant investments in, businesses that offer
complementary products and services, including our acquisition of META that we completed on April 1, 2005. The
risks involved in each acquisition or investment include the possibility of paying more than the value we derive from
the acquisition, dilution of the interests of our current stockholders or decreased working capital, increased
indebtedness, the assumption of undisclosed liabilities and unknown and unforeseen risks, the ability to retain key
personnel of the acquired company, the time to train the sales force to market and sell the products of the acquired
business, the potential disruption of our ongoing business and the distraction of management from our business. The
realization of any of these risks could adversely affect our business.

We face risks related to litigation.

We are, and may in the future be, subject to a variety of legal actions, such as employment, breach of contract,
intellectual property-related, and business torts, including claims of unfair trade practices and misappropriation of
trade secrets. Given the nature of our business, we are also subject to defamation (including libel and slander),
negligence, or other claims relating to the information we publish. Regardless of the merits, responding to any such
claim could be time consuming, result in costly litigation and require us to enter into settlements, royalty and licensing
agreements which may not be offered or available on reasonable terms. If a successful claim is made against us and
we fail to settle the claim on reasonable terms, our business, results of operations or financial position could be
materially adversely affected.

Risks related to our common stock

Our operating results may fluctuate from period to period and may not meet the expectations of securities
analysts or investors, which may cause the price of our common stock to decline.

Our quarterly and annual operating results may fluctuate in the future as a result of many factors, including the timing
of the execution of research contracts, which typically occurs in the fourth calendar quarter, the extent of completion
of consulting engagements, the timing of symposia and other events, which also occur to a greater extent in the fourth
calendar quarter, the amount of new business generated, the mix of domestic and international business, changes in
market demand for our products and services, the timing of the development, introduction and marketing of new
products and services, and competition in the industry. An inability to generate sufficient earnings and cash flow, and
achieve our forecasts, may impact our operating and other activities. The potential fluctuations in our operating results
could cause period-to-period comparisons of operating results not to be meaningful and may provide an unreliable
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indication of future operating results. Furthermore, our operating results may not meet the expectations of securities
analysts or investors in the future. If this occurs, the price of our stock would likely decline.
Interests of certain of our significant stockholders may conflict with yours.
ValueAct Capital Master Fund L.P. and affiliates ( ValueAct ) owned approximately 19.9% of our common stock as of
December 31, 2006, while Silver Lake Partners, L.P. and affiliates ( Silver Lake ) owned approximately 12.7% on the
same date. While neither Silver Lake nor ValueAct individually holds a majority of our outstanding shares, they may
be able, either individually or together, to exercise significant influence over matters requiring stockholder approval,
including the election of directors and the approval of mergers, consolidations and sales of our assets. Their interests
may differ from the interests of other stockholders. Additionally, representatives of Silver Lake and ValueAct in the
aggregate presently hold three seats on our Board of Directors.

8
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Our stock price may be volatile, and you may not be able to resell shares of our common stock at or above the
price you paid.
The trading prices of our common stock could be subject to significant fluctuations in response to, among other
factors, variations in operating results, developments in the industries in which we do business, general economic
conditions, changes in securities analysts recommendations regarding our securities and our performance relative to
securities analysts expectations for any quarterly period. Such volatility may adversely affect the market price of our
common stock.
Future sales of our common stock in the public market could lower our stock price.
Sales of a substantial number of shares of common stock in the public market by our current stockholders, or the
threat that substantial sales may occur, could cause the market price of our common stock to decrease significantly or
make it difficult for us to raise additional capital by selling stock. Furthermore, we have various equity incentive plans
that provide for awards in the form of stock options, stock appreciation rights, restricted stock, restricted stock units
and other stock based awards. As of December 31, 2006, the aggregate number of shares of our common stock
issuable pursuant to outstanding grants awarded under these plans was approximately 23.9 million shares
(approximately 9.1 million of which have vested). In addition, approximately 10.5 million shares may be issued in
connection with future awards under our equity incentive plans. Shares of common stock issued under these plans are
freely transferable without further registration under the Securities Act of 1933, as amended (the Securities Act ),
except for any shares held by an affiliate (as that term is defined in Rule 144 under the Securities Act). We cannot
predict the size of future issuances of our common stock or the effect, if any, that future issuances and sales of shares
of our common stock will have on the market price of our common stock.
Our anti-takeover protections may discourage or prevent a change of control, even if a change in control would
be beneficial to our stockholders.
Provisions of our restated certificate of incorporation and bylaws and Delaware law may make it difficult for any party
to acquire control of us in a transaction not approved by our Board of Directors. These provisions include:

the ability of our Board of Directors to issue and determine the terms of preferred stock;

advance notice requirements for inclusion of stockholder proposals at stockholder meetings;
a preferred shares rights agreement; and

the anti-takeover provisions of Delaware law.
These provisions could discourage or prevent a change of control or change in management that might provide
stockholders with a premium to the market price of their common stock.
ITEM 1B. UNRESOLVED STAFF COMMENTS.
There are no material unresolved written comments that were received from the SEC staff 180 days or more before the
end of our fiscal year relating to our periodic or current reports under the Exchange Act.
ITEM 2. PROPERTIES.
Our corporate headquarters is located in approximately 213,000 square feet of leased office space in three buildings
located in Stamford, Connecticut, USA. These facilities accommodate research and analysis, marketing, sales, client
support, production, and corporate administration. The leases on these facilities expire in 2010 but the leases do
contain renewal options. We have a significant presence in the United Kingdom with approximately 72,000 square
feet of leased office space in two buildings located in Egham, UK, for which the leases expire in 2020 and 2025,
respectively. We have an additional 20 domestic and 44 international locations that support our research and analysis,
domestic and international sales efforts, and other functions. We continue to constantly assess our space needs as our
business changes, but we believe that our existing facilities are adequate for our current needs and that additional
space will be available as needed.
ITEM 3. LEGAL PROCEEDINGS.
The Company received Examination Reports from the Internal Revenue Service ( IRS ) in October 2005 and
October 2006 in connection with audits of the Company s federal income tax returns for the tax years ended
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September 30, 1999 through December 31, 2004. The IRS proposed adjustments relating primarily to the valuation of
intangible assets licensed by Gartner to a foreign subsidiary and the calculation of payments made pursuant to a cost
sharing arrangement between Gartner and a foreign subsidiary. Gartner appealed the initial findings and has reached
an agreement on the issues with the IRS Appeals Office. With respect to the audits, the Company had recorded
provisions in prior periods based on estimates of the amount for which the claim would be settled. Based on the
outcome of our negotiations, we released reserves and recorded a benefit of $1.5 million in 2006. The Company is
considering the future impact of the settlement of the IRS examination in connection with the implementation of
FASB Interpretation No. 48 as described in Recently Issued Accounting Standards below.
On December 23, 2003, Gartner was sued in an action entitled Expert Choice. Inc. v. Gartner. Inc., Docket
No. 3:03cv02234, United States District Court for the District of Connecticut. The plaintiff, Expert Choice, Inc., seeks
an unspecified amount of damages for claims

9

Table of Contents 19



Edgar Filing: GARTNER INC - Form 10-K

Table of Contents

relating to royalties for the development, licensing, marketing, sale and distribution of certain computer software and
methodologies. In January 2004, an arbitration demand was filed against Decision Drivers, Inc., one of our
subsidiaries, and against Gartner, Inc., by Expert Choice. The arbitration demand described the claim as being in
excess of $10.0 million, but did not provide further detail. On February 22, 2006, we were informed of an offer from
Expert Choice s counsel to settle the matter for $35.0 million. We immediately rejected Expert Choice s settlement
offer. The case is currently in the discovery phase. We believe we have meritorious defenses against the claims and
we continue to vigorously defend the case.
In addition to the matters discussed above, we are involved in legal proceedings and litigation arising in the ordinary
course of business. We believe that the potential liability, if any, in excess of amounts already accrued from all
proceedings, claims and litigation will not have a material effect on our financial position or results of operations
when resolved in a future period.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
We did not submit any matter to a vote of our stockholders during the fourth quarter of the year covered by this
Annual Report.
Our 2007 Annual Meeting of Stockholders will be held on June 5, 2007 at the Company s offices in Stamford,
Connecticut.

10
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PART II

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

As of January 31, 2007, there were approximately 2,900 holders of record of our common stock, which trades on the
New York Stock Exchange under the symbol IT. The following table sets forth the high and low sale prices for our
common stock as reported on the New York Stock Exchange for the periods indicated:

2006 2005
High Low High Low
Quarter ended March 31 $14.62 $12.66 $12.68 $ 9.05
Quarter ended June 30 16.63 12.65 11.29 8.06
Quarter ended September 30 17.73 12.80 11.83 10.11
Quarter ended December 31 21.40 17.12 14.16 11.02

DIVIDEND POLICY

We currently do not pay cash dividends on our common stock. While subject to periodic review, the current policy of
our Board of Directors is to retain all earnings primarily to provide funds for continued growth. Our Credit
Agreement, dated as of January 31, 2007, contains a negative covenant which may limit our ability to pay dividends.
In addition, our Amended and Restated Security Holders Agreement with Silver Lake requires us to obtain Silver
Lake s consent prior to declaring or paying dividends.

The equity compensation plan information set forth in Part III, Item 12 of this Form 10-K is hereby incorporated by
reference into this Part II, Item 5.

SHARE REPURCHASES

The following table provides detail related to repurchases of our common stock in the fourth quarter of 2006. All
shares purchased were added to treasury stock. With the exception of the Company s repurchase in December 2006 of
10,389,610 shares directly from Silver Lake, all repurchases were made pursuant to a publicly announced share
repurchase program authorized in October 2005 that provided $100.0 million to be used to repurchase shares of
common stock in the open market from time to time. This program was suspended and terminated in December 2006
in connection with the Silver Lake transaction, and has been superseded by a $200.0 million share repurchase program
that was authorized by the Board of Directors in February 2007. All open market purchases were made by brokers
pursuant to purchase programs that complied with Rules 10b5-1 and 10b-18 under the Exchange Act.

Total Number Maximum
of Approximate
Shares Dollar Value of
Purchased as Shares
Part of Publicly that May Yet Be
Total Number Average Announced Purchased Under
of Price Plans or the
Shares Paid Per Plans or
Purchased Share Programs Programs
Period #) $) #) ($ 000 s)
October 36,905
November 772,600 19.41 772,600 21,906
December (1) 10,502,910 19.25 113,300 19,711
Total fourth quarter 2006 11,275,510 19.26 885,900 0

(1)
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Includes the
Company s
purchase of
10,389,610
shares of its
common stock
directly from
Silver Lake at
$19.25 per
share, for a total
aggregate
purchase price
of

$200.0 million.
This purchase
was outside of
the Company s
publicly
announced
$100.0 million
repurchase
program and
was approved
separately by
the Board of
Directors of the
Company.
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COMPARISON OF TOTAL CUMULATIVE SHAREHOLDER RETURN

The following graph compares the cumulative 63 - month total return on our common stock to the performance of
Standard & Poors Midcap 400 Index and a Peer Group Index for the same period.

Our Peer Group consists of The Corporate Executive Board Company and Forrester Research Inc. These companies
represent the most significant publicly traded companies that we believe compete with us in our most important line of
business: independent IT research and analysis. To our knowledge, there are no publicly traded information
technology research companies that also compete with us in our consulting and events businesses.

The graph tracks the performance of a $100 investment in our common stock in the Peer Group and the S & P Midcap
400 Index (with the reinvestment of all dividends) from 9/30/2001 to 12/31/2006. In 2003, Gartner changed its fiscal
year-end from September 30 to December 31.

The comparisons in the graph are provided in response to SEC disclosure requirements and are not intended to
forecast or be indicative of the future.

9/01 9/02 12/03 12/04 12/05 12/06

Gartner, Inc. 100.00 89.50 124.97 137.68 142.54 218.67

S & P Midcap 400 100.00 95.30 136.79 159.34 179.34 197.85

Peer group 100.00 103.79 158.10 21541 281.68 291.93
12

Table of Contents 23



Edgar Filing: GARTNER INC - Form 10-K

Table of Contents

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA
The fiscal years presented below are for the respective twelve-month period from January 1 through December 31. For
the years ended and as of December 31, 2006, 2005, 2004 and 2003, the information was derived or compiled from
our audited consolidated financial statements included herein or in submissions of our Form 10-K in prior years.
Effective January 1, 2003, we changed our fiscal year-end from September 30 to December 31. As a result, the 2002
data has been derived from our fiscal year ended September 30, 2002, adjusted for certain transition and quarterly
data. The selected consolidated financial data should be read in conjunction with our consolidated financial statements

and related notes contained in this Form 10-K.

(In thousands, except per share data) 2006
STATEMENT OF OPERATIONS DATA

Revenues:

Research $ 571,217
Consulting 305,231
Events 169,434
Other 14,439
Total revenues 1,060,321
Operating income 103,250
Income (loss) from continuing operations 58,192
Net income (loss) $ 58,192
PER SHARE DATA

Basic income (loss) per share: $ 0.51
Diluted income (loss) per share: $ 0.50
Weighted average shares outstanding

Basic 113,071
Diluted 116,203
OTHER DATA

Cash, cash equivalents and marketable

equity securities $ 67,801
Total assets 1,039,793
Long-term debt 150,000
Stockholders equity (deficit) 26,318

2005

$ 523,033
301,074
151,339

13,558

989,004
25,280
(2,437)

$ (2,437

$ (0.02)

$ (0.02)

112,253
112,253

$ 70,282
1,026,617
180,000
146,588

2004 2003 2002
$480,486 $466,907 $486,967
259,419 258,628 276,059
138,393 119,355 109,694
15,523 13,556 14,873
893,821 858,446 887,593
42,659 47,333 49,541
16,889 23,589 15,118
$ 16,889 $ 23,589 $ 15,118

$ 0.14 $ 026 $ 0.18

$ 0.13 $ 025 $ 0.18

123,603 91,123 83,329
126,326 92,579 85,040
$160,126 $229,962 $109,657
861,194 918,732 808,909
150,000 351,539
130,048 374,790 (29,408)

The following items impact the comparability of our consolidated data from continuing operations:
The results of META, which we acquired on April 1, 2005, are included in our consolidated results beginning on

that date.

We repurchased 14.9 million, 0.8 million, 26.6 million, 5.0 million, and 1.4 million of our common shares in 2006,

2005, 2004, 2003, and 2002, respectively.
In 2003 our long-term debt was converted into equity.
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We recorded $16.7 million of pre-tax stock compensation expense in 2006 under Statement of Financial
Accounting Standards 123(R), Share-Based Payment. We adopted this statement on January 1, 2006, under the
modified prospective transition method.
During 2006 and 2005 we recorded $1.5 million and $15.0 million, respectively, in pre-tax charges related to the
integration of META.
Other charges, which included costs for severance, excess facilities, and other items, on a pre-tax basis, of $0 in
2006, $29.2 million in 2005, $35.8 million in 2004, $29.7 million in 2003, and $49.4 million in 2002.
Pre-tax goodwill impairment charges of $2.7 million in 2004. In the same year, $3.1 million of pre-tax foreign
currency charges related to the closing of certain operations in South America.
Pre-tax charges for the impairment of investments of $5.3 million in 2005, $3.0 million in 2004, $0.9 million for
2003, and $4.2 million for 2002.
Pre-tax losses (gains) on investments or assets and associated insurance claims of $(0.5) million in 2005,
$5.5 million in 2003, and $0.5 million in 2002.

13
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ITEM 7. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS.
FORWARD-LOOKING STATEMENTS
In addition to historical information, this Annual Report contains forward-looking statements. Forward-looking
statements are any statements other than statements of historical fact, including statements regarding our expectations,
beliefs, hopes, intentions or strategies regarding the future. In some cases, forward-looking statements can be
identified by the use of words such as may, will, expect, should, could, believe, plan, anticipate,

potential, continue, or other words of similar meaning. Forward-looking statements are subject to risks and
uncertainties that could cause actual results to differ materially from those discussed in, or implied by, the
forward-looking statements. Factors that might cause such a difference include, but are not limited to, those discussed
under Part 1, Item 1A, Risk Factors. Readers should not place undue reliance on these forward-looking statements,
which reflect management s opinion only as of the date on which they were made. Except as required by law, we
disclaim any obligation to review or update these forward-looking statements to reflect events or circumstances as
they occur. Readers should review carefully any risk factors described in our reports filed with the SEC.
OVERVIEW
Gartner, Inc. is a leading research and advisory firm that helps executives use technology to build, guide and grow
their enterprises. We offer independent and objective research and analysis on the information technology, computer
hardware, software, communications and related technology industries. We provide comprehensive coverage of the IT
industry to approximately 10,000 client organizations, including approximately 400 Fortune 500 companies, across 75
countries. Our client base consists primarily of CIOs and other senior IT and business executives from a wide variety
of enterprises, government agencies and the investment community.
We employ a diversified business model that utilizes and leverages the breadth and depth of our research intellectual
capital while enabling us to maintain and grow our market-leading position and brand franchise. The foundation for
our business model is our ability to create and distribute our unique, proprietary research content as broadly as
possible via:

published reports and briefings,

consulting and advisory services, and

hosting symposia, conferences and exhibitions.
In early 2005, we undertook an initiative to better utilize the intellectual capital associated with our core research
product. Our diversified business model provides multiple entry points and synergies that facilitate increased client
spending on our research, consulting and events. A critical part of our long-term strategy is to increase business
volume with our most valuable clients, identifying relationships with the greatest sales potential and expanding those
relationships by offering strategically relevant research and analysis. We also seek to extend the Gartner brand name
to develop new client relationships, and augment our sales capacity and expand into new markets around the world. In
addition, we seek to increase our revenue and operating cash flow through more effective pricing of our products and
services. These initiatives have created additional revenue streams through more effective packaging, campaigning
and cross-selling of our products and services.
We intend to maintain a balance between (1) pursuing opportunities and applying resources with a strict focus on
growing our three core businesses and (2) generating profitability through a streamlined cost structure.
We have three business segments: Research, Consulting and Events.
Research provides insight for CIOs, IT professionals, technology companies and the investment community
through reports and briefings, access to our analysts, as well as peer networking services and membership programs
designed specifically for CIOs and other senior executives.
Consulting consists primarily of consulting, measurement engagements and strategic advisory services (paid
one-day analyst engagements) ( SAS ), which provide assessments of cost, performance, efficiency and quality
focused on the IT industry.
Events consists of various symposia, conferences and exhibitions focused on the IT industry.
We believe the following business measurements are important performance indicators for our business segments:
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BUSINESS MEASUREMENTS

Contract value represents the value attributable to all of our subscription-related
research products that recognize revenue on a ratable basis. Contract value is calculated
as the annualized value of all subscription research contracts in effect at a specific point
in time, without regard to the duration of the contract.

Client retention rate represents a measure of client satisfaction and renewed business
relationships at a specific point in time. Client retention is calculated on a percentage
basis by dividing our current clients, who were also clients a year ago, by all clients from
a year ago.

Wallet retention rate represents a measure of the amount of contract value we have
retained with clients over
14
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BUSINESS MEASUREMENTS

a twelve-month period. Wallet retention is calculated on a percentage basis by dividing
the contract value of clients, who were clients one year earlier, by the total contract value
from a year earlier. When wallet retention exceeds client retention, it is an indication of
retention of higher-spending clients, or increased spending by retained clients, or both.

Number of executive program members represents the number of paid participants in
executive programs.

Consulting backlog represents future revenue to be derived from in-process consulting,
measurement and strategic advisory services engagements.

Utilization rates represent a measure of productivity of our consultants. Utilization rates
are calculated for billable headcount on a percentage basis by dividing total hours billed
by total hours available to bill.

Billing Rate represents earned billable revenue divided by total billable hours.
Average annualized revenue per billable headcount represents a measure of the
revenue generating ability of an average billable consultant and is calculated periodically

by multiplying the average billing rate per hour times the utilization percentage times the
billable hours available for one year.

Number of events represents the total number of hosted events completed during the
period.

Number of attendees represents the number of people who attend events.

EXECUTIVE SUMMARY OF OPERATIONS AND FINANCIAL POSITION
Our 2006 results continue to reflect our focused execution on our strategy to grow our research business and improve

our operational margins.

We continue to invest in our sales capability, and our sales force of 663 associates is up approximately 21% from the
prior year. The Research segment benefited strongly from this investment, with revenue up 9% in 2006, to

$571.2 million from $523.0 million in 2005. Contract value at December 31, 2006 was the highest in the Company s
history, at $640.3 million, up 11% over the prior year excluding the impact of foreign currency. Contract value has
now increased for 12 consecutive quarters. Both our research client retention rate and wallet retention remained strong
at year-end 2006, at 81% and 96%, respectively.

Revenue from our Consulting segment was $305.2 million in 2006, up 1% compared to the prior year. Consulting
backlog at December 31, 2006 was $109.8 million, up about 2% from September 30, 2006, but down about 8% from
December 31, 2005. The consultant utilization rate increased 2 points, to 64% in 2006 from 62% in 2005. Both the
average hourly billing rate and the average annualized revenue per billable headcount remained strong. Billable
headcount was down about 2% from the prior year, reflecting our planned focus on operational effectiveness over

growth.

Our Events segment continues to deliver strong revenue growth. Our continuing emphasis on managing the Events
portfolio to retain successful events and introduce promising new events continues to yield increasing revenue
performance. Revenue for this segment in 2006 was up 12% over the prior year, with increases in both our on-going
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events and new events. We held 74 events in 2006 compared to 70 in the prior year period and had an overall increase
in attendance of 17%.
For a more detailed discussion of our segment results, see Segment Results below.
We also continue our focus on enhancing shareholder value through the continued evolution of our capital structure.
During 2006, we repurchased 15.8 million shares of our common stock through both open market purchases and direct
share repurchases from Silver Lake. In addition, in January 2007 we closed on a new credit facility which increased
our total debt capacity to $480.0 million, and in February 2007 our Board of Directors approved a new $200.0 million
share buyback program.
On January 1, 2006, we adopted the new accounting rule for stock-based compensation, SFAS No. 123(R), and as a
result we are now recording compensation expense for all stock-based compensation awards granted to employees.
The Company awards stock-based compensation as an incentive for employees to contribute to our long-term success
and to better align the interests of our employees and our shareholders.
We had net income of $58.2 million in 2006, or $0.50 per diluted share, compared to a loss of $(0.02) per diluted
share for the prior year period, and we ended the year with $67.8 million of cash.
FLUCTUATIONS IN QUARTERLY OPERATING RESULTS
Our quarterly and annual revenue, operating income, and cash flow fluctuate as a result of many factors, including: the
timing of Symposium, our flagship event that normally occurs during the fourth calendar quarter, and other events; the
amount of new business generated; the mix of domestic and international business; changes in market demand for our
products and services; changes in foreign

15
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currency rates; the timing of the development, introduction and marketing of new products and services; and
competition in the industry. The potential fluctuations in our operating income could cause period-to-period
comparisons of operating results not to be meaningful and could provide an unreliable indication of future operating
results.
CRITICAL ACCOUNTING POLICIES AND ESTIMATES
The preparation of financial statements requires the application of appropriate accounting policies. Our significant
accounting policies are described in Note 1 in the Notes to Consolidated Financial Statements. Management considers
the policies discussed below to be critical to an understanding of our financial statements because their application
requires complex and subjective judgments and estimates. Specific risks for these critical accounting policies are
described below.
Revenue recognition We recognize revenue in accordance with SEC Staff Accounting Bulletin No. 101, Revenue
Recognition in Financial Statements ( SAB 101 ), and SEC Staff Accounting Bulletin No. 104, Revenue Recognition
( SAB 104 ). Revenue by significant source is accounted for as follows:
Research revenues are derived from subscription contracts for research products. Revenues from research
products are deferred and recognized ratably over the applicable contract term;

Consulting revenues are generated from fixed fee and time and material engagements. Revenue from fixed fee
contracts is recognized on a percentage of completion basis. Revenues from time and materials engagements is
recognized as work is delivered and/or services are provided;

Events revenues are deferred and recognized upon the completion of the related symposium, conference or
exhibition;

Other revenues consist primarily of fees from research reprints and software licensing. Reprint fees are
recognized when the reprint is shipped. Fees from software licensing are recognized when a signed
non-cancelable software license exists, delivery has occurred and collection is probable, and the fees are fixed
or determinable;

The majority of research contracts are billable upon signing, absent special terms granted on a limited basis
from time to time. All research contracts are non-cancelable and non-refundable, except for government
contracts that have a 30-day cancellation clause, but have not produced material cancellations to date. It is our
policy to record the entire amount of the contract that is billable as a fee receivable at the time the contract is
signed with a corresponding amount as deferred revenue, since the contract represents a legally enforceable
claim. For those government contracts that permit termination, we bill the client the full amount billable under
the contract but only record a receivable equal to the earned portion of the contract. In addition, we only record
deferred revenue on these government contracts when cash is received. Deferred revenues attributable to
government contracts were $47.9 million and $41.7 million at December 31, 2006 and December 31, 2005,
respectively. In addition, at December 31, 2006 and December 31, 2005, we had not recognized uncollected
receivables or deferred revenues, relating to government contracts that permit termination, of $9.6 million and
$7.1 million, respectively.
Uncollectible fees receivable The allowance for losses is composed of a bad debt and a sales and allowance reserve.
Provisions are charged against earnings. The measurement of likely and probable losses and the allowance for
uncollectible fees receivable is based on historical loss experience, aging of outstanding receivables, an assessment of
current economic conditions and the financial health of specific clients. This evaluation is inherently judgmental and
requires material estimates. These valuation reserves are periodically re-evaluated and adjusted as more information
about the ultimate collectibility of fees receivable becomes available. Circumstances that could cause our valuation
reserves to increase include changes in our clients liquidity and credit quality, other factors negatively impacting our
clients ability to pay their obligations as they come due, and the effectiveness of our collection efforts. The following
table provides our total fees receivable, along with the related allowance for losses (in thousands):
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December 31,

2006 2005
Total fees receivable $337,083 $321,095
Allowance for losses (8,700) (7,900)
Fees receivable, net $328,383 $313,195

Impairment of goodwill and other intangible assets The evaluation of goodwill is performed in accordance with
Statement of Financial Accounting Standards No. 142,  Goodwill and Other Intangible Assets ( SFAS 142 ). Among
other requirements, this standard eliminated goodwill amortization upon adoption and requires ongoing annual
assessments of goodwill impairment. The evaluation of other intangible assets is performed on a periodic basis. These
assessments require management to estimate the fair values of our reporting units based on estimates of future
business operations and market and economic conditions in developing long-term forecasts. If we determine that the
fair value of any reporting unit is less than its carrying amount, we must recognize an impairment charge, for the
associated goodwill of that reporting unit, to earnings in our financial statements. Goodwill is evaluated for
impairment at least annually, or whenever events or changes in circumstances indicate that the carrying value may not
be recoverable. Factors we consider important that could trigger a review for impairment include the following:
Significant under-performance relative to historical or projected future operating results;

Significant changes in the manner of our use of acquired assets or the strategy for our overall business;
Significant negative industry or economic trends;

Significant decline in our stock price for a sustained period; and
16
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Our market capitalization relative to net book value.
Due to the numerous variables associated with our judgments and assumptions relating to the valuation of the
reporting units and the effects of changes in circumstances affecting these valuations, both the precision and reliability
of the resulting estimates are subject to uncertainty, and as additional information becomes known, we may change
our estimates. During 2004, we recorded an impairment charge of $0.7 million in the first quarter relating to goodwill
associated with certain operations in South America that were closed, and in the fourth quarter we recorded a goodwill
impairment charge of $2.0 million related to the exit from certain non-core product lines.
Accounting for income taxes As we prepare our consolidated financial statements, we estimate our income taxes in
each of the jurisdictions where we operate. This process involves estimating our current tax expense together with
assessing temporary differences resulting from differing treatment of items for tax and accounting purposes. These
differences result in deferred tax assets and liabilities, which are included within our consolidated balance sheets. We
record a valuation allowance to reduce our deferred tax assets when future realization is in question. We consider the
availability of loss carryovers, existing deferred tax liabilities, future taxable income and ongoing prudent and feasible
tax planning strategies in assessing the need for the valuation allowance. In the event we determine that we would be
able to realize our deferred tax assets in the future in excess of our net recorded amount, an adjustment to the deferred
tax asset would increase income in the period such determination was made. Likewise, should we determine that we
would not be able to realize all or part of our net deferred tax asset in the future, an adjustment to the deferred tax
asset would be charged against income in the period such determination was made.
We operate in numerous foreign taxing jurisdictions and our level of operations and profitability in each jurisdiction
could have an impact upon the amount of income taxes that we provide in any given year. In addition, our tax filings
for various tax years are subject to audit by the tax authorities in jurisdictions where we conduct business. These
audits may result in assessments of additional taxes. We have provided for the amounts we believe will ultimately
result from these audits. However, resolution of these matters involves uncertainties and there are no assurances that
the ultimate resolution will not exceed the amounts provided.
In October 2005 and October 2006 we received IRS Examination Reports showing proposed changes that primarily
relate to the valuation of intangible assets licensed to a foreign subsidiary and the calculation of payments under a cost
sharing arrangement. The Company appealed the initial findings and has reached an agreement on the issues with IRS
Appeals Office. See Item 3. Legal Proceedings for additional information
Accounting for stock-based compensation On January 1, 2006, we adopted Statement of Financial Accounting
Standards 123(R), Share-Based Payment ( SFAS No. 123(R) ), as interpreted by SEC Staff Accounting Bulletin
No. 107 ( SAB No. 107 ). Effective with the adoption of SFAS No. 123(R), the Company is recognizing stock-based
compensation expense, which is based on the fair value of the award on the date of grant, over the related service
period, net of estimated forfeitures (See Note 10  Stock-Based Compensation in the Notes to the Consolidated
Financial Statements).
Determining the appropriate fair value model and calculating the fair value of stock compensation awards requires the
input of certain highly complex and subjective assumptions, including the expected life of the stock compensation
awards and the Company s common stock price volatility. In addition, determining the appropriate amount of
associated periodic expense requires management to estimate the rate of employee forfeitures and the likelihood of
achievement of certain performance targets. The assumptions used in calculating the fair value of stock compensation
awards and the associated periodic expense represent management s best estimates, but these estimates involve
inherent uncertainties and the application of judgment. As a result, if factors change and the Company deems it
necessary in the future to modify the assumptions it made or to use different assumptions, or if the quantity and nature
of the Company s stock-based compensation awards changes, then the amount of expense may need to be adjusted and
future stock compensation expense could be materially different from what has been recorded in the current period.
Contingencies and other loss reserves and accruals We record accruals for severance costs, lease costs associated
with excess facilities, contract terminations and asset impairments as a result of actions we undertake to streamline our
organization, reposition certain businesses and reduce ongoing costs. Estimates of costs to be incurred to complete
these actions, such as future lease payments, sublease income, the fair value of assets, and severance and related
benefits, are based on assumptions at the time the actions are initiated. To the extent actual costs differ from those
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estimates, reserve levels may need to be adjusted. In addition, these actions may be revised due to changes in business
conditions that we did not foresee at the time such plans were approved. During 2005 we revised our previous
estimate for costs and losses associated with excess facilities and we recorded a charge of approximately $8.2 million,
primarily due to a reduction of office space in San Jose, California, where we consolidated employees from two
buildings into one. The charge is included in Other charges. Additionally, we record accruals for estimated incentive
compensation costs during each year. Amounts accrued at the end of each reporting period are based on our estimates
and may require adjustment as the ultimate amount paid for these incentives are sometimes not known until after year
end.
RESULTS OF OPERATIONS
2006 VERSUS 2005
revenues increased 7% or $71.3 million, to $1,060.3 million in 2006 from $989.0 million in 2005.
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Research revenues increased 9% in 2006 to $571.2 million, compared to $523.0 million in 2005, and comprised
approximately 54% and 53% of total revenues in 2006 and 2005, respectively.
Consulting revenues in 2006 of $305.2 million were up 1% compared to the $301.1 in 2005, and comprised
approximately 29% and 30% of total revenues in 2006 and 2005, respectively.
Events revenues were $169.4 million in 2006, an increase of 12% from the $151.3 million in 2005, and comprised
approximately 16% and 15% of total revenues in 2006 and 2005, respectively.
Other revenues, consisting principally of reprint and software licensing fees, increased 6%, to $14.4 million in
2006 from $13.6 million in 2005.
Excluding the impact of foreign currency translation, total revenues for 2006 would have increased slightly less than
7%. See the Segment Results section below for a further discussion of segment revenues. Gartner acquired META on
April 1, 2005, and as a result Gartner s first quarter of 2005 operating results did not contain META. Because META
has been completely integrated into Gartner, we cannot approximate the impact on our 2006 results from the
acquisition.
Revenues increased in all regions. Revenues from sales to United States and Canadian clients increased 3% to
$631.3 million in 2006 from $611.0 million in 2005. Revenues from sales to clients in Europe, the Middle East and
Africa ( EMEA ) increased 14% to $337.7 million in 2006 from $296.7 million in 2005. Revenues from sales to clients
in other international regions increased 12%, to $91.3 million in 2006 from $81.3 million in 2005.
Cost of services and product development expense increased $18.7 million, or 4%, to $505.3 million in 2006 from
$486.6 million in 2005. Excluding the effects of foreign currency translation, Cost of services and product
development expense would have increased 3% for the twelve months ended December 31, 2006.
The 4% year-over-year increase in Cost of services and product development expense was primarily due to charges of
$8.0 million for stock-based compensation under SFAS No. 123(R), approximately $6.0 million of incremental
delivery costs associated with continued growth in our Events business, the inclusion of a full year of salary and
benefit expense for former META employees in 2006 compared to nine months in 2005, and higher compensation
costs related to merit salary increases. The Company adopted SFAS No. 123(R) on January 1, 2006 under the
modified prospective transition method, so the prior year excludes such charges. In addition to these expense
increases, Cost of services and product development expense for 2005 benefited from the reversal of $2.1 million of
prior year s bonus accruals. For 2006 and 2005, Cost of services and product development expense as a percentage of
sales was 48% and 49%, respectively.
Selling, general and administrative expenses ( SG&A ) increased 5%, or $18.8 million, to $416.1 million in 2006 from
$397.3 million in 2005. Excluding the effects of foreign currency translation, SG&A expense would have increased by
4% year-over-year.
The 5% increase in SG&A expense on a year-to-date basis resulted primarily from increased investment in our sales
organization. We now have 663 sales associates, a 21% increase over the prior year, which added approximately
$18.0 million of costs. Also contributing to the increase were charges of $8.7 million for stock-based compensation
under SFAS No. 123(R), and increased recruiting and relocation expenses. Offsetting these increases were reductions
in a number of G&A expense categories, to include consulting, travel, facilities, and fulfillment. In addition, SG&A
expense in 2005 benefited from the reversal of $0.8 million of prior year s bonus accruals.
Depreciation expense for 2006 decreased 8%, to $23.4 million, compared to $25.5 million for 2005. The reduction is
due to a decline in capital spending in both the current and prior periods, reflecting our focus on disciplined capital
spending on projects that support our strategic initiatives.
Amortization of intangibles was $10.7 million for 2006 and $10.2 million in 2005. Of the $25.6 million of intangibles
we recorded related to META, both the intellectual property and database intangibles are now fully amortized, with
$5.0 million in customer relationship intangibles remaining to be amortized.
meta integration charges were $1.5 million and $15.0 million for 2006 and 2005, respectively. These expenses were
primarily for severance, and for consulting, accounting, and tax services, related to our integration of META. The
Company will not record any additional META integration charges in 2007 or later.
other charges were zero in 2006 and $29.1 million in 2005. The 2005 charges consisted of $10.6 million of employee
severance costs, $8.2 million of charges mostly related to excess office space, $6.0 million related to an option
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buyback, and $4.3 million primarily for restructuring in our international operations.
loss on investments, net was zero and $5.8 million for 2006 and 2005, respectively. The 2005 loss was primarily due
to the writedown of an investment in a venture capital fund to its net realizable value. The investment was sold in late
2005 at book value. As of December 31, 2006, we had approximately $0.3 million of investments.
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interest expense, net was $16.6 million and $11.1 million for 2006 and 2005, respectively, a $5.5 million increase. The
increase was primarily related to an increase in rates and an increase in the amount of debt outstanding, and to a lesser
extent higher amortization and writeoff of debt issue costs. The weighted-average interest rate on our debt was 6.3%
in 2006 compared to 4.9% in the prior year. In addition, the weighted-average debt outstanding was about $5.0 million
higher in 2006 compared to 2005.
other expense, net for both 2006 and 2005 consists primarily of net foreign currency exchange gains and losses.
provision (benefit) for income taxes was $27.7 million for 2006 compared to $7.9 million for 2005. The effective tax
rate was 32.2% and 144.8% for 2006 and 2005, respectively. The lower effective tax rate in 2006 as compared to 2005
is attributable to several items. The most significant of those items include the following: (a) the Company generated
more income in low tax jurisdictions in 2006 as compared to 2005, and (b) 2006 included a significant decrease in
valuation allowances for state and local net operating losses due to expected utilization as a result of legal entity
restructuring while 2005 included a significant increase in valuation allowances for foreign tax credits. The impact of
these items is partially offset by: (a) benefits taken to reduce overall tax expense in 2005 relating to repatriated
earnings, no such items occurred in 2006, (b) larger benefits taken in 2005 as compared to 2006 for foreign tax credits
generated, and (c) an overall increase in reserve needs in 2006 as compared to an overall decrease in 2005. Note that
the impact of the various positive and negative adjustments is amplified by lower pretax book income in 2005 as
compared to 2006.
In March 2005, we repatriated approximately $52.0 million in cash from our non-US subsidiaries. Also in 2005, we
took into account technical corrections issued by the Treasury Department related to repatriating earnings under the
American Jobs Creation Act (AJCA). As a result of favorable provisions in the technical corrections, we realized a tax
benefit of $3.6 million in 2005 that reduced the cumulative charge on the repatriated earnings to $1.4 million. In
addition, as a consequence of the application of the technical corrections, we re-evaluated our ability to use foreign tax
credits in the future and took a charge of $2.5 million to re-establish valuation allowance for foreign tax credits that
will more likely than not expire unused. Upon filing our 2005 income tax return in 2006, the Company determined
that it would be more beneficial not to avail itself of the provision of the AJCA with respect to the taxation of the
repatriation. Therefore, the repatriation was partially taxed as an ordinary dividend and partially as a tax-free return of
capital under existing tax law.
Excluding the impact of SFAS No. 123(R), amortization of certain intangibles acquired as part of the META
acquisition and various META integration charges, the effective tax rate was 32.4% for 2006. Excluding the impact of
the amortization of certain intangibles acquired as part of the META acquisition, various META integration charges
and certain one-time charges for facility closures and capital asset impairments, the effective tax rate was 36.6% for
2005, respectively. The lower effective tax rate in 2006 as compared to 2005 is attributable to several items. The most
significant of those items include the following: (a) the Company generated more income in low tax jurisdictions in
2006 as compared to 2005, and (b) 2006 included a significant decrease in valuation allowances for state and local net
operating losses while 2005 included a significant increase in valuation allowances for foreign tax credits. The impact
of these items is partially offset by (a) benefits taken to reduce overall tax expense in 2005 relating to repatriated
earnings, no such items occurred in 2006, (b) larger benefits taken in 2005 as compared to 2006 for foreign tax credits
generated, and (c) an overall increase in reserve needs in 2006 as compared to an overall decrease in 2005. Note that
the impact of the various positive and negative adjustments is amplified by lower pretax book income in 2005 as
compared to 2006.
2005 VERSUS 2004
revenues increased 11%, or $95.2 million, to $989.0 million during 2005 from $893.8 million during 2004.

Research revenues increased 9% in 2005 to $523.0 million, compared to $480.5 million in 2004, and comprised

approximately 53% and 54% of total revenues in 2005 and 2004, respectively.

Consulting revenues in 2005 of $301.1 million were up 16% compared to the $259.4 in 2004, and comprised

approximately 30% and 29% of total revenues in 2005 and 2004, respectively.

Events revenues were $151.3 million in 2005, an increase of 9% from the $138.4 million in 2004, and comprised

approximately 15% of total revenues in both periods.
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Other revenues, consisting principally of reprint and software licensing fees, decreased 13% to $13.6 million in

2005 from $15.5 million in 2004.
The effects of foreign currency translation had approximately a $1.1 million negative effect on total revenues for 2005
compared to 2004, while the META purchase added approximately $50.0 million of revenue. Excluding the effects of
foreign currency translation and the META acquisition, revenues would have increased approximately 5%
year-over-year. See the Segment Results section below for a further discussion of segment revenues.
Revenues increased in all regions. Revenues from sales to United States and Canadian clients increased 9% to
$611.0 million in 2005 from $559.4 million in 2004. Revenues from sales to clients in Europe, the Middle East and
Africa ( EMEA ) increased 13% to $296.7 million in 2005 from $263.0 million in 2004. Revenues from sales to clients
in other international regions increased 14% to $81.3 million in 2005 from $71.4 million in 2004.
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Cost of services and product development expense increased $52.1 million, or 12%, to $486.6 million in 2005 from
$434.5 million in 2004, with foreign currency translation having a negligible impact. The increase in Cost of services
and product development expense on a year-to-date basis resulted primarily from an increase in salary and benefits
expense of approximately $33.5 million, primarily driven by the addition of 140 people related to the META
purchase, and higher bonus expense and sales commissions of $14.2 million and $5.0 million, respectively. The
increase in bonus expense reflects the Company s decision to restore bonus payouts to a competitive level. In addition,
we had $5.3 million of higher conference expenses related to an increase in the number of events and attendees.

Cost of services and product development expense in 2005 benefited by the reversal of $2.1 million of prior years
bonus accruals. Additionally, Cost of services and product development expense during 2004 benefited by the reversal
of $3.5 million of prior years incentive compensation program accruals. For 2005 and 2004, Cost of services and
product development expense as a percentage of sales was 49% for both periods.

Selling, general and administrative expense increased $47.4 million, or 14%, to $397.3 million in 2005 from

$349.8 million in 2004, with foreign currency translation having a negligible impact. The increase in SG&A expense
on a year-to-date basis was primarily driven by our continued investment in our sales organization. We added over
110 new sales associates in 2005, which includes 80 from META. We added 111 people related to the META
purchase, including the 80 sales associates, accounting for approximately $10.7 million of the increase. In addition to
the $10.7 million increase attributable to META, other salary and benefit increases totaled $12.1 million, while bonus
expense and sales commissions increased by $6.9 million and $7.0 million, respectively. Also, we had approximately
$16.4 million of additional external consulting, facilities, outsourcing, and other charges. These charges were offset by
the favorable impact of approximately $4.4 million of lower costs, primarily marketing, and production. SG&A
expense in 2005 benefited by the reversal of $0.9 million of prior years incentive compensation program accruals.
During 2004, SG&A expense benefited by the reversal of $3.3 million of prior year s incentive compensation program
accruals. During 2004 the Company reduced its allowance for doubtful accounts by $3.7 million as a result of
increased collections and a decline in write-offs.

Depreciation expense for 2005 decreased 8% to $25.5 million, compared to $27.6 million for 2004. The reduction is
due to a decline in capital spending, reflecting our disciplined capital spending on projects that support our strategic
initiatives.

Amortization of intangibles increased to $10.2 million in 2005 from $0.7 million in the prior year due to the
amortization of the $25.6 million of intangibles acquired in the META acquisition.

goodwill impairments were $2.7 million in 2004, reflecting the write-off of $0.7 million of goodwill related to the
closing of certain operations in Latin America and $2.0 million related to the exit from certain non-core product lines.
meta integration charges was $15.0 million in 2005. These expenses were primarily for severance, and for consulting,
accounting, and tax services, related to our integration of META.

other charges during 2005 were $29.2 million, which includes $10.7 million related to workforce reductions,

$6.0 million for an option buyback, $8.2 million related to a reduction in office space, and $4.3 million of other
charges. The Company severed a total of 150 employees in 2005 and estimates the annualized savings from the
termination of these employees to be approximately $15.2 million. The Company has reinvested a significant portion
of these savings into improving its products, processes, and infrastructure to help drive future growth.

Other charges during 2004 were $35.8 million. Included in this amount was $29.7 million related to severance and
benefits for approximately 200 employees. During 2004, the Company also revised its estimate of previously recorded
costs and losses associated with excess facilities and recorded $2.3 million of additional provisions. The revised
estimate was due to a decline in market lease rates for expected subleases, as well as a reduction in estimated periods
of subleases. The Company also recorded charges in 2004 of $1.9 million related to the restructuring of certain
internal systems, and $1.8 million for charges related to the exit from certain international and other non-core
operations.

loss on investments, net was $5.8 million and $3.0 million for 2005 and 2004, respectively. These losses were
primarily for writedowns of the Company s investments in venture capital funds.

other expense, net for 2005 of $2.9 million consists primarily of net foreign currency exchange gains and losses. Other
(expense), net of $3.9 million in 2004 includes the non-cash write-off of $3.1 million of accumulated foreign currency
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translation adjustments associated with certain of our operations in South America that we closed. As a result of this
decision we were required to reclassify these currency adjustments that have been accumulated within equity to
earnings, in accordance with Statement of Financial Accounting Standards No. 52 Foreign Currency Translation.
provision for income taxes was 144.8% and 51.0% of income before income taxes for 2005 and 2004, respectively.
The increase in the effective tax rate for 2005, as compared to that of 2004, is principally due to the fact that the
Company generated less income in low tax jurisdictions as compared to the prior year and recorded valuation
allowances against capital losses and foreign tax credit carryforwards. The impact of these items is offset, in part, by
benefits taken to reduce the overall tax expense on repatriated earnings as well as reductions for interest costs related
to tax contingencies. The impact of the various positive and negative adjustments is amplified by lower pretax book
income in 2005 as compared to 2004.
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Excluding the effect of certain one-time charges, the provision for income taxes for the years ended 2005 and 2004
would have been 36.6% and 36.0% respectively. In 2005, the most significant of these one-time charges included
expenses related to the acquisition and integration of META, various capital losses and impairments, charges
associated with the buy-back of under water stock options, and severance and facilities reduction charges. In 2004, the
most significant of these one-time charges included nondeductible goodwill impairment, the write-off of accumulated
foreign currency translation adjustments associated with certain South American operations, various capital losses and
impairments, and severance and facilities reduction charges.

In 2004, we took a $5.0 million tax charge in anticipation of repatriating approximately $52.0 million in earnings from
our non-US subsidiaries in 2005. The repatriation was expected to qualify for a one-time reduced tax rate pursuant to
the American Jobs Creation Act (AJCA). The charge was partially offset by a benefit of $2.5 million to the release of
a valuation allowance on foreign tax credits that was expected to be utilized before they expired.

In March 2005, we repatriated approximately $52.0 million in cash from our non-US subsidiaries. Also in 2005, we
took into account technical corrections issued by the Treasury Department related to repatriating earnings under the
AJCA. As aresult of favorable provisions in the technical corrections, we realized a tax benefit of $3.6 million in
2005 that reduced the cumulative charge on the repatriated earnings to $1.4 million. In addition, as a consequence of
the application of the technical corrections, we re-evaluated our ability to use foreign tax credits in the future and took
a charge of $2.5 million to re-establish valuation allowances for foreign tax credits that will more likely than not
expire unused.

2006 SEGMENT RESULTS

We evaluate reportable segment performance and allocate resources based on gross contribution margin. Gross
contribution is defined as operating income excluding certain Cost of services and product development expense and
SG & A expense, depreciation, META integration charges, amortization of intangibles and Other charges. Gross
contribution margin is defined as gross contribution as a percentage of revenues.

Research

We had strong revenue performance in our Research segment in 2006, with revenue up 9%, to $571.2 million, from
$523.0 in 2005. Foreign currency had an immaterial impact on revenue for the year. The revenue growth for the year
was across all of our regions and client sectors, as well as across