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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Our Management’s Discussion and Analysis of Financial Condition and Results of Operations ("MD&A")
contains references to Descartes using the words “we,” “us,” “our” and similar words and the reader is
referred to using the words “you,” “your” and similar words.

This MD&A also refers to our fiscal years. Our fiscal year commences on February 1% of each year and
ends on January 31%t of the following year. Our fiscal year that we are reporting on in this MD&A, which
ended on January 31, 2024, is referred to as the “current fiscal year,” “fiscal 2024,” *2024" or using similar
words. Our previous fiscal year, which ended on January 31, 2023, is referred to as the “previous fiscal
year,” “fiscal 2023,"” “2023"” or using similar words. Other fiscal years are referenced by the applicable
year during which the fiscal year ends. For example, 2025 refers to the annual period ending January 31,
2025 and the “fourth quarter of 2025" refers to the quarter ending January 31, 2025.

This MD&A, which is prepared as of March 6, 2024, covers our year ended January 31, 2024, as compared
to years ended January 31, 2023 and 2022. You should read the MD&A in conjunction with our audited
consolidated financial statements for 2024 that appear elsewhere in this Annual Report to Shareholders.

We prepare and file our consolidated financial statements and MD&A in United States (“US”) dollars and
in accordance with US generally accepted accounting principles ("GAAP”). All dollar amounts we use in
this MD&A are in US currency, unless we indicate otherwise.

We have prepared the MD&A with reference to the Form 51-102F1 MD&A disclosure requirements
established under National Instrument 51-102 “Continuous Disclosure Obligations” (*NI 51-102") of the
Canadian Securities Administrators.

Additional information about us, including copies of our continuous disclosure materials such as our annual
information form, is available on our website at http://www.descartes.com, through the EDGAR website
at http://www.sec.gov or through the SEDAR+ website at http://www.sedarplus.com/.

Certain statements made in this Annual Report to Shareholders, constitute forward-looking information
for the purposes of applicable securities laws (“forward-looking statements”), including, but not limited
to: statements in the “Trends / Business Outlook” section and statements regarding our expectations
concerning future revenues and earnings, including potential variances from period to period; our
assessment of the potential impact of geopolitical events, such as the ongoing conflict between Russia and
Ukraine (the “Russia-Ukraine Conflict”), and between Israel and Hamas (“Israel-Hamas Conflict”), or other
potentially catastrophic events, such as the COVID-19 virus (the "Pandemic"); results of operations and
financial condition; our expectations regarding the cyclical nature of our business; mix of revenues and
potential variances from period to period; our plans to focus on generating services revenues yet to
continue to allow customers to elect to license technology in lieu of subscribing to services; our
expectations on losses of revenues and customers; our baseline calibration; our ability to keep our
operating expenses at a level below our baseline revenues; our future business plans and business
planning process; allocation of purchase price for completed acquisitions; our expectations regarding
future restructuring charges and cost-reduction activities; expenses, including amortization of intangible
assets and stock-based compensation; goodwill impairment tests and the possibility of future impairment
adjustments; capital expenditures; acquisition-related costs, including the potential for further
performance-based contingent consideration; our liability with respect to various claims and suits arising
in the ordinary course; any commitments referred to in the “Commitments, Contingencies and
Guarantees” section of this MD&A; our intention to actively explore future business combinations and
other strategic transactions; our liability under indemnification obligations; our reinvestment of earnings
of subsidiaries back into such subsidiaries; our dividend policy; the sufficiency of capital to meet working
capital, capital expenditure, debt repayment requirements and our anticipated growth strategy; our ability
to raise capital; our adoption of certain accounting standards; and other matters related to the foregoing.
When used in this document, the words “believe,” “plan,” “expect,” “anticipate,

”ow;

intend,” “continue,”
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“may,” “will,” “should” or the negative of such terms and similar expressions are intended to identify
forward-looking statements. These forward-looking statements are subject to risks and uncertainties and
are based on assumptions that may cause future results to differ materially from those expected. The
material assumptions made in making these forward-looking statements include the following: Descartes'
ability to successfully identify and execute on acquisitions and to integrate acquired businesses and assets,
and to predict expenses associated with and revenues from acquisitions; the impact of network failures,
information security breaches or other cyber-security threats; disruptions in the movement of freight and
a decline in shipment volumes including as a result of the Russia-Ukraine Conflict, Israel-Hamas Conflict,
or the Pandemic or other contagious illness outbreaks, a deterioration of general economic conditions or
instability in the financial markets accompanied by a decrease in spending by our customers; global
shipment volumes continuing to increase at levels consistent with the average growth rates of the global
economy; countries continuing to implement and enforce existing and additional customs and security
regulations relating to the provision of electronic information for imports and exports; countries continuing
to implement and enforce existing and additional trade restrictions and sanctioned party lists with respect
to doing business with certain countries, organizations, entities and individuals; our continued operation
of a secure and reliable business network; the continued availability of the data and content that is utilized
in the delivery of services made available over our network; relative stability of currency exchange rates
and interest rates; equity and debt markets continuing to provide us with access to capital; our ability to
develop solutions that keep pace with the continuing changes in technology; and our continued compliance
with third party intellectual property rights. While management believes these assumptions to be
reasonable under the circumstances, they may prove to be inaccurate. Such forward-looking statements
also involve known and unknown risks, uncertainties and other factors that may cause our actual results,
performance or achievements of, or developments in our business or industry, to differ materially from
the anticipated results, performance or achievements or developments expressed or implied by such
forward-looking statements. Such factors include, but are not limited to, the factors discussed under the
heading “Certain Factors That May Affect Future Results” in this MD&A and in other documents filed
with the Securities and Exchange Commission, the Ontario Securities Commission and other securities
commissions across Canada from time to time. If any of such risks actually occur, they could materially
adversely affect our business, financial condition or results of operations. In that case, the trading price
of our common shares could decline, perhaps materially. Readers are cautioned not to place undue reliance
upon any such forward-looking statements, which speak only as of the date made. Forward-looking
statements are provided for the purpose of providing information about management’s current
expectations and plans relating to the future. Readers are cautioned that such information may not be
appropriate for other purposes. Except as required by applicable law, we do not undertake or accept any
obligation or undertaking to release publicly any updates or revisions to any forward-looking statements
to reflect any change in our expectations or any change in events, conditions, assumptions or
circumstances on which any such statements are based.



OVERVIEW

We use technology and networks to simplify
complex business processes. We are primarily
focused on logistics and supply chain management
business processes. Our solutions are
predominantly cloud-based and are focused on
improving the  productivity, security and
sustainability of logistics-intensive businesses.
Customers use our modular, software-as-a-service
("SaaS”) and data solutions to route, track and
help improve the safety, performance and
compliance of delivery resources; plan, allocate
and execute shipments; rate, audit and pay
transportation invoices; access and analyze global
trade data; research and perform trade tariff and
duty calculations; file customs and security
documents for imports and exports; and complete
numerous other logistics processes by participating
in a large, collaborative multi-modal logistics
community. Our pricing model provides our
customers with flexibility in purchasing our
solutions either on a subscription, transactional or
perpetual license basis. Our primary focus is on
serving transportation providers (air, ocean and
truck modes), logistics service providers (including
third-party logistics providers, freight forwarders
and customs brokers) and distribution-intensive
companies (including retailers, manufacturers,
distributors, and mobile business service
providers) for which logistics is either a key or a
defining part of their own product or service
offering, or for which our solutions can provide an
opportunity to reduce costs, improve service levels,
or support growth by optimizing the use of assets
and information.

Logistics is the management of the flow of
resources between a point of origin and a point of
destination - processes that move items (such as
goods, people, information) from point A to point
B. Supply chain management is broader than
logistics and includes the sourcing, procurement,
conversion and storage of resources for
consumption by an enterprise. Logistics and supply
chain management are ever evolving as companies
are increasingly seeking automation and real-time
control of their supply chain activities. We believe
companies are looking for integrated solutions for
managing inventory in transit, conveyance units,
people, data and business documents.

We believe logistics-intensive organizations are
seeking to reduce operating costs, differentiate
themselves, improve margins, and better serve
customers. Global trade and transportation
processes are often manual and complex to
manage. This is a consequence of the growing
number of business partners participating in
companies’ global supply chains and a lack of
standardized business processes.

Additionally, global sourcing, logistics outsourcing,
imposition of additional customs and regulatory
requirements and the increased rate of change in
day-to-day business requirements are adding to
the overall complexities that companies face in
planning and executing in their supply chains.
Whether a shipment is delayed at the border, a
customer changes an order or a breakdown occurs
on the road, there are increasingly more issues that
can significantly impact the execution of fulfillment
schedules and associated costs.

The rise of ecommerce has heightened these
challenges for many suppliers with end-customers
increasingly demanding narrower order-to-
fulfillment periods, lower prices and greater
flexibility in scheduling and rescheduling deliveries.
End customers also want real-time updates on
delivery status, adding considerable burden to
supply chain management as process efficiency is
balanced with affordable service.

In this market, the movement and sharing of data
between parties involved in the logistics process is
equally important to the physical movement of
goods. Manual, fragmented and distributed
logistics solutions are often proving inadequate to
address the needs of operators. Connecting
manufacturers and suppliers to carriers on an
individual, one-off basis is too costly, complex and
risky for organizations dealing with many trading
partners. Further, many of these solutions do not
provide the flexibility required to efficiently
accommodate varied processes for organizations to
remain competitive. We believe this presents an
opportunity for logistics technology providers to
unite this highly fragmented community and help
customers improve efficiencies in their operations.

As the market continues to change, we have been
evolving to meet our customers’ needs. While the
rate of adoption of newer logistics and supply chain
management technologies is increasing, a large
number of organizations still have manual business
processes. We have been educating our prospects
and customers on the value of connecting to



trading partners through our Global Logistics
Network (“"GLN”) and automating, as well as
standardizing, multi-party business processes. We
believe that our target customers are increasingly
looking for a single source, neutral, network-based
solution provider who can help them manage the
end-to-end shipment - from researching global
trade information, to the booking of a shipment, to
the tracking of that shipment as it moves, to the
regulatory compliance filings to be made during the
move and, finally, to the settlement and audit of
the invoice.

Additionally, regulatory initiatives mandating
electronic filing of shipment information with
customs authorities require companies to automate
aspects of their shipping processes to remain
compliant and competitive. Our customs
compliance technology helps shippers,
transportation providers, freight forwarders and
other logistics intermediaries to securely and
electronically file shipment and tariff/duty
information with customs authorities and self-audit
their own efforts. Our technology also helps
carriers and freight forwarders efficiently
coordinate with customs brokers and agencies to
expedite cross-border shipments. While many
compliance initiatives started in the US, compliance
has now become a global issue with significantly
more international shipments crossing several
borders on the way to their final destinations.

Increasingly, data and content have become
central to supply chain planning and execution.
Complex international supply chains are affected
by logistics service provider performance, capacity,
and productivity, as well as regulatory frameworks
such as free trade agreements. We believe our
Global Trade Data, Trade Regulations, Free-Trade-
Agreement, and duty rate and calculation solutions
help give our customers the intelligence they need
to improve their sourcing, landed cost, and
transportation lane and provider selection
processes.

Solutions

Descartes’ Logistics Technology Platform unites a
growing global community of logistics-focused
parties, allowing them to transact business while
leveraging a broad array of applications designed
to help logistics-intensive businesses thrive.

The Logistics Technology Platform fuses our GLN,
an extensive logistics network covering multiple
transportation modes, with a broad array of
modular, interoperable web and wireless logistics

management solutions. Designed to help
accelerate time-to-value and increase productivity
and performance for businesses of all sizes, the
Logistics Technology Platform leverages the GLN'’s
multimodal logistics community to enable
companies to quickly and cost-effectively connect
and collaborate.

Descartes’ GLN, the underlying foundation of the
Logistics Technology Platform, manages the flow of
data and documents that track and control
inventory, assets and people in motion. Desighed
expressly for logistics operations, it is native to the
particularities of different transportation modes
and country borders. As a state-of-the-art
messaging network with wireless capabilities, the
GLN helps manage business processes in real-time
and in-motion. Its capabilities go beyond logistics,
supporting common commercial transactions,
regulatory compliance documents, and customer
specific needs.

The GLN extends its reach using interconnect
agreements with other general and logistics-
specific networks, to offer companies access to a
wide array of trading partners. With the flexibility
to connect and collaborate in unique ways,
companies can effectively route, translate and
transfer data to and from partners and deploy
additional Descartes solutions on the GLN. The GLN
allows “low tech” partners to act and respond with
“high tech” capabilities and connect to the transient
partners that exist in many logistics operations.
This inherent adaptability creates opportunities to
develop logistics business processes that can help
customers differentiate themselves from their
competitors.

Descartes’ Logistics Application Suite offers a wide
array of modular, cloud-based, interoperable web
and wireless logistics management applications.
These solutions embody Descartes’ deep domain
expertise, not merely “check box” functionality.
These solutions deliver value for a broad range of
logistics-intensive organizations, whether they
purchase transportation, run their own fleet,
operate globally or locally, or work across air,
ocean or ground transportation. Descartes’
comprehensive suite of solutions includes:

¢ Routing, Mobile and Telematics;
Transportation Management;
Ecommerce, Shipping & Fulfillment;
Customs & Regulatory Compliance;
Global Trade Intelligence;
B2B Messaging & Connectivity; and
Broker & Forwarder Enterprise Systems.



The Descartes applications forming part of the
Logistics Technology Platform are modular and
interoperable to allow organizations the flexibility
to deploy them quickly within an existing portfolio
of solutions. Implementation is streamlined
because these solutions use web-native or wireless
user interfaces and are pre-integrated with the
GLN. With interoperable and multi-party solutions,
Descartes’ solutions are designed to deliver
functionality that can enhance a logistics
operation’s performance and productivity both
within the organization and across a complex
network of partners.

Descartes’ expanding global trade intelligence
offering unites systems and people with trade
information to enable organizations to work
smarter by making more informed supply chain and
logistics decisions. Our global trade intelligence
solutions can help customers: research and analyze
global trade movements, regulations and trends;
reduce the risk of transacting with denied parties;
increase trade compliance rates; optimize
sourcing, procurement, and business development
strategies; and minimize duty spend.

Descartes’ GLN community members enjoy
extended command of operations and accelerated
time-to-value relative to many alternative logistics
solutions. Given the inter-enterprise nature of
logistics, quickly gaining access to partners is
paramount. For this reason, Descartes has focused
on growing a community that strategically attracts
and retains relevant logistics parties. Upon joining
the GLN community, many companies find that a
number of their trading partners are already
members with an existing connection to the GLN.
This helps to minimize the time required to
integrate  Descartes’ logistics management
applications and to begin realizing results.
Descartes is committed to continuing to expand
community membership. Companies that join the
GLN community or extend their participation find a
single place where their entire logistics network can
exist regardless of the range of transportation
modes, the number of trading partners or the
variety of regulatory agencies.

Sales and Distribution

Our sales efforts are primarily directed towards two
specific customer markets: (a) transportation
companies and logistics service providers; and (b)
manufacturers, retailers, distributors and mobile
business service providers. Our sales staff is
regionally based and trained to sell across our

solutions to specific customer markets. In North
America and Europe, we promote our products
primarily through direct sales efforts aimed at
existing and potential users of our products. In the
Asia Pacific, Indian subcontinent, South America
and African regions, we focus on making our
channel partners successful. Channel partners for
our other international operations include
distributors, alliance partners and value-added
resellers.

United by Design

Descartes’ ‘United By Design’ strategic alliance
program is intended to ensure complementary
hardware, software and network offerings are
interoperable with Descartes’ solutions and work
together seamlessly to solve multi-party business
problems.

‘United By Design’ is intended to create a global
ecosystem of logistics-intensive organizations
working together to standardize and automate
business processes and manage resources in
motion. The program centers on Descartes’ Open
Standard Collaborative Interfaces, which provide a
wide variety of connectivity mechanisms to
integrate a broad spectrum of applications and
services.

Descartes has partnering relationships with
multiple parties across the following three
categories:

e Technology Partners - Complementary
hardware, software, network, and
embedded technology providers that
extend the functional breadth of Descartes’
solution capabilities;

e Consulting Partners - Large system
integrators and  enterprise  resource
planning system vendors through to
vertically specialized or niche consulting
organizations that provide domain
expertise and/or implementation services
for Descartes’ solutions; and

e Channel Partners (Value-Added Resellers) -
Organizations that market, sell, implement
and support Descartes' solutions to extend
access and expand market share into
territories and markets where Descartes
might not have a focused direct sales
presence.

Marketing

Our marketing efforts are focused on growing
demand for our solutions and establishing
Descartes as a thought leader and innovator across



the markets we serve. Marketing programs are
delivered through integrated initiatives designed to
reach our target customer and prospect groups.
These programs include digital and online
marketing, partner-focused campaigns, proactive
media relations, and direct corporate marketing
efforts.

Fiscal 2024 Highlights

On February 14, 2023, Descartes acquired all of the
shares of Windigo Logistics, Inc., doing business as
GroundCloud (“GroundCloud”), a cloud-based
provider of final-mile carrier solutions and road
safety compliance tools. The purchase price for the
acquisition was approximately $136.8 million, net
of cash acquired, which was funded from cash on
hand, plus potential performance-based contingent
consideration of up to $80.0 million based on
GroundCloud achieving revenue-based targets
over the first two years post-acquisition.

On April 20, 2023, Descartes acquired substantially
all of the assets of Localz Pty Ltd. (“Localz”), a
cloud-based customer engagement platform for
day-of-service interaction and order management.
The purchase price for the acquisition was
approximately $5.9 million, net of cash acquired,
which was funded from cash on hand.



CONSOLIDATED OPERATIONS

The following table shows, for the periods indicated, our results of operations in millions of dollars (except
per share and weighted average share amounts):

Year ended January 31, January 31, January 31,
2024 2023 2022
Total revenues 572.9 486.0 424.7
Cost of revenues 138.3 113.3 101.8
Gross margin 434.6 372.7 322.9
Operating expenses 209.7 176.7 154.0
Other charges 21.6 5.4 6.4
Amortization of intangible assets 60.5 60.2 59.1
Income from operations 142.8 130.4 103.4
Investment and other income 9.7 4.5 0.3
Interest expense (1.4) (1.2) (1.1)
Income before income taxes 151.1 133.7 102.6
Income tax expense
Current 41.2 28.3 14.8
Deferred (6.0) 3.2 1.5
Net income 115.9 102.2 86.3

EARNINGS PER SHARE

BASIC 1.36 1.21 1.02

DILUTED 1.34 1.18 1.00
WEIGHTED AVERAGE SHARES OUTSTANDING (thousands)

BASIC 85,068 84,791 84,591

DILUTED 86,818 86,451 86,200
OTHER PERTINENT INFORMATION

Total assets 1,474.3 1,316.0 1,185.4

Non-current financial liabilities 3.9 3.9 7.4

Total revenues consist of license revenues, services revenues and professional services and
other revenues. License revenues are derived from perpetual licenses granted to our customers to use
our software products. Services revenues are comprised of ongoing transactional and/or subscription fees
for use of our services and products by our customers and maintenance, which include revenues associated
with maintenance and support of our services and products. Professional services and other revenues are
comprised of professional services revenues from consulting, implementation and training services related
to our services and products, hardware revenues and other revenues.

Our total revenues were $572.9 million, $486.0 million and $424.7 million in 2024, 2023 and 2022,
respectively.

The increase in revenues in 2024 compared to 2023 was primarily due to growth in services revenues
from new and existing customers, which contributed an incremental $43.6 million in revenue in 2024.
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While we saw growth across many lines of our business, services revenue growth in 2024 was driven by
sales of our global trade intelligence, routing and transportation management solutions, partially offset by
the negative impact from foreign exchange rates as a result of the weakening of the Canadian dollar
compared to the US dollar. Revenues were also positively impacted by the partial period of contribution
from the acquisitions completed in 2024 (GroundCloud and Localz, collectively, the “2024 Acquisitions”),
which contributed an incremental $37.3 million in revenue in 2024. The principal contributor to the balance
of the increase in revenues in 2024 compared to the same period of 2023 was a full period of contribution
from the acquisitions completed in 2023 (NetCHB, LLC (“NetCHB”), Foxtrot, Inc. (“Foxtrot”), XPS
Technologies, LLC (“XPS"), and Trans-Soft, LLC, doing business as Supply Vision (“Supply Vision”),
collectively, the 2023 Acquisitions”).

The increase in revenues in 2023 compared to 2022 was primarily due to growth in services revenues
from new and existing customers, which contributed an incremental $30.4 million in revenue in 2023.
While we saw growth across many lines of our business, services revenue growth in 2023 was driven by
sales of our global trade intelligence solutions partially offset by the negative impact from foreign exchange
rates as a result of the weakening of British pound sterling, euro and Canadian dollar compared to the US
dollar. The principal contributors to the balance of the increase in revenues in 2023 compared to 2022
was a partial period of contribution from the acquisitions completed in 2023 (NetCHB, Foxtrot, XPS and
Supply Vision, collectively, the “2023 Acquisitions”) as well as a full period of contribution from the
acquisitions completed in 2022 (VitaDex Solutions, LLC, doing business as QuestaWeb ("QuestaWeb”),
Portrix Logistic Software GmbH (“Portrix”), and GreenMile, LLC (“GreenMile"), collectively, the “2022
Acquisitions”).

The following table provides additional analysis of our revenues by type (in millions of dollars and as a
percentage of total revenues) generated over each of the periods indicated:

Year ended January 31, January 31, January 31,

2024 2023 2022
License revenues 5.3 8.4 5.1
Percentage of total revenues 1% 2% 1%
Services revenues 520.9 435.7 378.5
Percentage of total revenues 91% 90% 89%
Professional services and other 46.7 41.9 41.1
Percentage of total revenues 8% 8% 10%
Total revenues 572.9 486.0 424.7

Our license revenues were $5.3 million, $8.4 million and $5.1 million in 2024, 2023 and 2022,
respectively, representing 1%, 2% and 1% of total revenues in 2024, 2023 and 2022, respectively. While
our sales focus has been on generating services revenues in our SaaS business model, we continue to see
a market for licensing the products in our omni-channel retailing and home delivery logistics solutions.
The amount of license revenues in a period is dependent on our customers’ preference to license our
solutions instead of purchasing our solutions as a service and we anticipate variances from period to
period.

Our services revenues were $520.9 million, $435.7 million and $378.5 million in 2024, 2023 and 2022,
respectively, representing 91%, 90% and 89% of total revenues in 2024, 2023 and 2022, respectively.
The increase in 2024 compared to 2023 was primarily due to growth in services revenues from new and
existing customers, which contributed an incremental $43.6 million in revenues. The growth in service
revenues in 2024 was driven by sales to new and existing customers of our global trade intelligence,
routing and transportation management solutions, partially offset by the negative impact from foreign
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exchange rates as a result of the weakening of the Canadian dollar compared to the US dollar. Revenues
were also positively impacted by the partial period of contribution from the 2024 Acquisitions, which
contributed an incremental $31.9 million in services revenue in 2024. The principal contributor to the
balance of the increase in services revenues in 2024 compared to 2023 was a full period of contribution
from the 2023 Acquisitions.

The increase in services revenues in 2023 compared to 2022 was primarily due to growth in services
revenues from new and existing customers which contributed an incremental $30.4 million in revenue in
2023. The growth in service revenues in 2023 was driven by sales of our global trade intelligence solutions
partially offset by the negative impact from foreign exchange rates as a result of the weakening of British
pound sterling, euro and Canadian dollar compared to the US dollar. The principal contributors to the
balance of the increase in services revenues in 2023 compared to 2022 was a partial period of contribution
from the 2023 Acquisitions as well as a full period of contribution from the 2022 Acquisitions.

Our professional services and other revenues were $46.7 million, $41.9 million and $41.1 million in
2024, 2023 and 2022, respectively, representing 8%, 8% and 10% of total revenues in 2024, 2023, and
2022, respectively. The increase in revenues in 2024 compared to 2023 was primarily due the inclusion
of a partial period of revenues from the 2024 Acquisitions, which contributed an incremental $5.4 million
partially offset by lower professional services and other revenues in the United States.

The increase in professional services and other revenues in 2023 compared to 2022 was primarily due to
the inclusion of a full period of revenues from the 2022 Acquisitions, which contributed an incremental
$1.0 million in revenues.

We operate in one business segment providing logistics technology solutions. The following table provides
additional analysis of our revenues by geographic location of customer (in millions of dollars and as a
percentage of total revenues):

Year Ended January 31, January 31, January 31,

2024 2023 2022
United States 382.2 307.1 242.1
Percentage of total revenues 67% 63% 57%
Europe, Middle-East and Africa ("EMEA") 137.2 126.9 129.0
Percentage of total revenues 24% 26% 30%
Canada 35.4 34.6 36.1
Percentage of total revenues 6% 7% 9%
Asia Pacific 18.1 17.4 17.5
Percentage of total revenues 3% 4% 4%
Total revenues 572.9 486.0 424.7

Revenues from the United States were $382.2 million, $307.1 million and $242.1 million in 2024, 2023
and 2022, respectively. The increase in 2024 as compared to 2023 was primarily a result of the inclusion
of a partial period of revenues from the 2024 Acquisitions which contributed an incremental $34.3 million
in revenue. The principal contributor to the balance of the increase in revenues in 2024 as compared to
2023 was growth in services revenues from new and existing customers, which contributed an incremental
$33.0 million in revenue. The growth in 2024 was driven by sales to new and existing customers of our
global trade intelligence, routing and transportation management solutions.

The increase in 2023 as compared to 2022 was primarily a result of growth in services revenues from new
and existing customers, which contributed an incremental $30.2 million in revenue. The growth in 2023
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was driven by growth in sales to new and existing customers of our global trade intelligence solutions.
The principal contributor to the balance of the increase in revenues in 2023 as compared to 2022 was the
inclusion of a partial period of revenues from the 2023 Acquisitions.

Revenues from the EMEA region were $137.2 million, $126.9 million and $129.0 million in 2024, 2023,
and 2022, respectively. The increase in 2024 compared to 2023 was primarily due to growth in services
revenues from new and existing customers which contributed an incremental $9.0 million in revenue.

The decrease in 2023 compared to 2022 was primarily a result of the weakening of the British pound
sterling and euro compared to the US dollar partially offset by growth in services revenues from new and
existing customers.

Revenues from Canada were $35.4 million, $34.6 million and $36.1 million in 2024, 2023 and 2022,
respectively. The increase in 2024 compared to 2023 was primarily due to growth in services revenues
from new and existing customers and the inclusion of a partial period of revenues from the 2024
Acquisitions which contributed an incremental $1.5 million and $0.2 million in revenue, respectively,
partially offset by the negative impact from foreign exchange rates as a result of the weakening of the
Canadian dollar compared to the US dollar.

The decrease in 2023 compared to 2022 was primarily a result of the weakening of the Canadian dollar
compared to the US dollar partially offset by growth in services revenues from new and existing customers.

Revenues from the Asia Pacific region were $18.1 million, $17.4 million and $17.5 million in 2024,
2023 and 2022, respectively. The increase in 2024 compared to 2023 was primarily due to the inclusion
of a partial period of revenues from the 2024 Acquisitions which contributed an incremental $0.6 million
in revenue.

Revenues in 2023 were consistent with 2022 as services revenue growth was offset by a negative impact
from foreign exchange rates.
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The following table provides analysis of cost of revenues (in millions of dollars) and the related gross

margins for the periods indicated:

Year ended January 31, January 31, January 31,
2024 2023 2022
License
License revenues 5.3 8.4 5.1
Cost of license revenues 0.8 1.1 1.1
Gross margin 4.5 7.3 4.0
Gross margin percentage 85% 87% 78%
Services
Services revenues 520.9 435.7 378.5
Cost of services revenues 109.3 88.3 78.0
Gross margin 411.6 347.4 300.5
Gross margin percentage 79% 80% 79%
Professional services and other
Professional services and other revenues 46.7 41.9 41.1
Cost of professional services and other revenues 28.2 23.9 22.7
Gross margin 18.5 18.0 18.4
Gross margin percentage 40% 43% 45%
Total
Revenues 572.9 486.0 424.7
Cost of revenues 138.3 113.3 101.8
Gross margin 434.6 372.7 322.9
Gross margin percentage 76% 77% 76%

Cost of license revenues consists of costs related to our sale of third-party technology, such as third-
party map license fees and royalties.

Gross margin percentage for license revenues was 85%, 87% and 78% in 2024, 2023 and 2022,
respectively. Our gross margin on license revenues is dependent on the proportion of our license revenues
that involve third-party technology. Consequently, our gross margin percentage for license revenues is
higher when a lower proportion of our license revenues attracts third-party technology costs, and vice
versa.

Cost of services revenues consists of internal costs of running our systems and applications and other
personnel-related expenses incurred in providing maintenance, including customer support.

Gross margin percentage for services revenues was 79%, 80% and 79% in 2024, 2023 and 2022,
respectively. Overall, the margins were consistent in 2024, 2023 and 2022.

Cost of professional services and other revenues consists of personnel-related expenses incurred in
providing professional services, hardware installation as well as hardware costs.

Gross margin percentage for professional services and other revenues was 40%, 43% and 45%
for 2024, 2023 and 2022, respectively. Hardware and other revenues typically have lower margins than
our professional services revenues and as such variances in gross margin can occur from period to period
as a result of the sales mix.
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Operating expenses, consisting of sales and marketing, research and development and general and
administrative expenses, were $209.7 million, $176.7 million and $154.0 million for 2024, 2023 and 2022,
respectively. Operating expenses were higher in 2024 compared to 2023 primarily due to a partial period
of costs from the 2024 Acquisitions, which added approximately $12.0 million to operating expenses.
Operating expenses were also higher in 2024 compared to the same period of 2023 due to increased
headcount-related costs, excluding costs from the 2023 and 2024 Acquisitions, and a full period of costs
from the 2023 Acquisitions, which added approximately $10.8 million and $2.9 million, respectively.

Operating expenses were higher in 2023 compared to 2022 primarily due to increased headcount-related
costs, excluding costs from the 2022 and 2023 Acquisitions, which added approximately $6.1 million.
Operating expenses were also higher in 2023 compared to the same period of 2022 due to a partial period
of costs from the 2023 Acquisitions and a full period of costs from the 2022 Acquisitions, which added
approximately $4.7 million and $2.2 million, respectively.

The following table provides analysis of operating expenses (in millions of dollars and as a percentage of
total revenues) for the periods indicated:

Year ended January 31, January 31, January 31,

2024 2023 2022
Total revenues 572.9 486.0 424.7
Sales and marketing expenses 68.2 56.6 46.9
Percentage of total revenues 12% 12% 11%
Research and development expenses 84.1 70.4 62.6
Percentage of total revenues 15% 14% 15%
General and administrative expenses 57.4 49.7 44.5
Percentage of total revenues 10% 10% 10%
Total operating expenses 209.7 176.7 154.0
Percentage of total revenues 37% 36% 36%

Sales and marketing expenses include salaries, commissions, stock-based compensation and other
personnel-related costs, bad debt expenses, travel expenses, advertising programs and services, and
other promotional activities associated with selling and marketing our services and products. Sales and
marketing expenses were $68.2 million, $56.6 million and $46.9 million in 2024, 2023 and 2022,
respectively. Sales and marketing expenses as a percentage of total revenues were 12% in 2024, 12% in
2023 and 11% in 2022, respectively. The increase in sales and marketing expenses in 2024 compared to
2023 was primarily due to increased headcount-related costs.

The increase in sales and marketing expenses in 2023 compared to 2022 was primarily due to increased
headcount-related costs.

Research and development expenses consist primarily of salaries, stock-based compensation and
other personnel-related costs of technical and engineering personnel associated with our research and
product development activities, as well as costs for third-party outsourced development providers. We
expensed all costs related to research and development in 2024, 2023 and 2022. Research and
development expenses were $84.1 million, $70.4 million and $62.6 million in 2024, 2023 and 2022,
respectively. Research and development expenses as a percentage of total revenues were 15% in 2024,
14% in 2023 and 15% in 2022, respectively. The increase in research and development expenses in 2024
compared to 2023 was primarily due to headcount-related costs.
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The increase in research and development expenses in 2023 compared to 2022 was primarily due to
headcount-related costs.

General and administrative expenses consist primarily of salaries, stock-based compensation and
other personnel-related costs of administrative personnel, as well as professional fees, insurance and other
administrative expenses. General and administrative costs were $57.4 million, $49.7 million and $44.5
million in 2024, 2023 and 2022, respectively. General and administrative expenses as a percentage of
total revenues were 10% in each of 2024, 2023 and 2022. The increase in general and administrative
expenses in 2024 compared to 2023 was primarily due to increased software costs as well as increased
employee stock-based compensation from fiscal 2023 and fiscal 2024 grants.

The increase in general and administrative expenses in 2023 compared to 2022 was primarily due to
increased computer software costs as well as increased stock-based compensation from fiscal 2022 and
fiscal 2023 grants.

Other charges consist primarily of acquisition-related costs with respect to completed and prospective
acquisitions, contingent consideration adjustments and restructuring charges. Acquisition-related costs
primarily include advisory services, brokerage services, administrative costs and retention bonuses, and
relate to completed and prospective acquisitions. Contingent consideration adjustments relate to changes
in the fair value estimate of contingent consideration. Restructuring costs relate to the integration of
previously-completed acquisitions and other cost-reduction activities. Other charges were $21.6 million,
$5.4 million and $6.4 million in 2024, 2023 and 2022, respectively. The increase in other charges in 2024
compared to 2023 was primarily a result of an increase in contingent consideration adjustments of $12.9
million. The contingent consideration adjustments recorded in 2024 related to an increase in anticipated
acquisition earnout payment accruals primarily as a result of increases to revenue performance and
forecasts. Revenue forecasts are updated on a quarterly basis and the related earnout payment accruals
are updated accordingly.

The decrease in other charges in 2023 compared to 2022 was primarily a result of an increase in contingent
consideration adjustments in 2022.

Amortization of intangible assets is amortization of the value attributable to intangible assets,
including customer agreements and relationships, non-compete covenants, existing technologies and
trade names, in each case associated with acquisitions completed by us as of the end of each reporting
period. Intangible assets with a finite life are amortized to income over their useful life. The amount of
amortization expense in a fiscal period is dependent on our acquisition activities. Amortization of intangible
assets was $60.5 million, $60.2 million and $59.1 million in 2024, 2023 and 2022, respectively.
Amortization expense increased in 2024 compared to 2023 primarily due to the 2024 Acquisitions, which
resulted in an incremental $10.2 million of amortization expense partially offset by certain assets being
fully amortized in the current year. Amortization expense increased in 2023 compared to 2022 primarily
due to the 2023 Acquisitions, which resulted in an incremental $6.5 million of amortization expense
partially offset by certain assets being fully amortized in the current year.

We test the carrying value of our finite life intangible assets for recoverability when events or changes in
circumstances indicate that there may be evidence of impairment. We write down intangible assets or
asset groups with a finite life to fair value when the related undiscounted cash flows are not expected to
allow for recovery of the carrying value. Fair value of intangible assets or asset groups is determined by
discounting the expected related cash flows. No finite life intangible asset or asset group impairment has
been identified or recorded for any of the fiscal periods reported.

Investment and other income was $9.7 million, $4.5 million and $0.3 million in 2024, 2023 and 2022,
respectively. Investment and other income is generally earned on cash balances. In both 2024 and 2023,
the increase in investment and other income was primarily due to an increase in interest rates and average
cash balances.
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Interest expense was $1.4 million, $1.2 million and $1.1 million in 2024, 2023 and 2022, respectively.
Interest expense is primarily comprised of debt standby charges as well as the amortization of deferred
financing charges. No amounts were borrowed and outstanding on our revolving debt facility in 2024,
2023 and 2022, respectively.

Income tax expense is comprised of current and deferred income tax expense. Income tax expense for
2024, 2023 and 2022 was 23%, 24% and 16% of income before income taxes, respectively, or $35.2
million, $31.5 million and $16.3 million, respectively. The income tax rate as a percentage of income
before income taxes (the “effective tax rate”) decreased in 2024 compared to 2023 primarily due to
recoveries in the United States and Canada from a change in prior year estimates and the recovery of
certain tax attributes in the United States.

The income tax rate as a percentage of income before income taxes (the “effective tax rate”) increased in
2023 compared to 2022 primarily as a result of changes in tax rates and a release in valuation allowances
on tax losses carried forward in 2022.

Income tax expense - current was $41.2 million, $28.3 million and $14.8 million in 2024, 2023 and
2022, respectively. Current income tax expense increased in 2024 compared to 2023 primarily due to a
decrease in tax attributes available to shelter income in Canada and new requirements to capitalize
research and development expenses for tax purposes in the United States.

Current income tax expense increased in 2023 compared to 2022 due to the impact of the loss restriction
rules in the UK and lower tax attributes available in Canada and US to deduct against income in 2023.

Income tax expense (recovery) — deferred was ($6.0) million, $3.2 million and $1.5 million in 2024,
2023 and 2022, respectively. Deferred income tax expense decreased in 2024 compared to 2023 primarily
due to the capitalization of research and development expenses in the United States and the increased
utilization of tax attributes in Canada in 2023.

Deferred income tax expense increased in 2023 compared to 2022 primarily due to a release in valuation
allowances on tax losses carried forward in the comparative period, partially offset against a recovery of
certain deferred tax attributes in the US recorded in 2023, as well as normal course changes in timing
differences in Canada.

Net income was $115.9 million, $102.2 million and $86.3 million in 2024, 2023 and 2022, respectively.
Net income in 2024 compared to 2023 was positively impacted by the growth in services revenues partially
offset by an increase in other charges.

Net income in 2023 compared to 2022 was positively impacted by the growth in services revenues from
new and existing customers as well the 2023 Acquisitions.
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QUARTERLY OPERATING RESULTS

The following table provides an analysis of our unaudited operating results (in thousands of dollars, except
per share and weighted average number of share amounts) for each of the quarters indicated:

Fiscal Fiscal
2024 2023

Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

Revenues 148.2 144.7 143.4 136.6 125.1 121.5 123.0 116.4
Gross margin 112.1 110.4 108.4 103.7 96.1 94.0 94.1 88.6
Operating expenses 52.4 53.0 53.6 50.6 45.7 44.3 45.2 41.4
Net income 31.8 26.6 28.1 29.4 29.8 26.5 22.9 23.1
Basic earnings per share 0.37 0.31 0.33 0.35 0.35 0.31 0.27 0.27
Diluted earnings per share 0.37 0.31 0.32 0.34 0.34 0.31 0.27 0.27

Weighted average shares
outstanding (thousands):
Basic 85,136 85,101 85,083 84,949 84,819 84,797 84,783 84,765
Diluted 85,953 86,791 86,783 86,746 86,561 86,483 86,338 86,348

Revenues over the comparative periods have been positively impacted by the nine acquisitions that we
have completed since the beginning of fiscal 2022 through the end of the fourth quarter of fiscal 2024. In
addition, we have seen increased revenues as a result of an increase in transactions processed over our
GLN business document exchange as well as an increase in subscriptions for our software solutions and
data content.

Our services revenues continue to have minor seasonal trends. In the first fiscal quarter of each year, we
historically have seen slightly lower shipment volumes by air and truck which impact the aggregate
number of transactions flowing through our GLN business document exchange. In the second fiscal quarter
of each year, we historically have seen a slight increase in ocean services revenues as ocean carriers are
in the midst of their customer contract negotiation period. In the third fiscal quarter of each year, we have
historically seen shipment and transactional volumes at their highest. In the fourth fiscal quarter of each
year, the various international holidays impact the aggregate number of shipping days in the quarter, and
historically we have seen this adversely impact the number of transactions our network processes and,
consequently, the amount of services revenues we receive during that period. In the second and fourth
fiscal quarters of each year, we historically have seen a slight decrease in professional services revenues
due to various international holidays and vacation seasons. Overall, the impact of seasonal trends has a
relatively minor impact on our revenues quarter to quarter.

Revenues increased in the fourth quarter of 2024 compared to the third quarter of 2024 primarily due to
the growth in services revenues from new and existing customers, which contributed an incremental $5.6
million in revenues, partially offset by a decrease in professional services and other revenues. Operating
expenses decreased in the fourth quarter of 2024 compared to the third quarter of 2024 primarily due to
decreased sales and marketing costs from tradeshows and events. Net income was positively impacted in
the fourth quarter of 2024 compared to the third quarter of 2024 due to a decrease of $2.1 million in other
charges resulting primarily from lower contingent consideration adjustments and restructuring charges.
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LIQUIDITY AND CAPITAL RESOURCES

Cash. We had $321.0 million and $276.4 million in cash as at January 31, 2024 and January 31, 2023,
respectively. All cash was held in interest-bearing bank accounts, primarily with major Canadian, US and
European banks. The cash balance increased from January 31, 2023 to January 31, 2024 by $44.6 million
primarily due to cash generated from operations partially offset by cash used for acquisitions.

Credit facility. The facility is a $350.0 million revolving operating credit facility to be available for general
corporate purposes, including the financing of ongoing working capital needs and acquisitions. The credit
facility has a five-year maturity with no fixed repayment dates prior to the end of the term ending
December 2027. With the approval of the lenders, the credit facility can be expanded to a total of $500.0
million. Borrowings under the credit facility are secured by a first charge over substantially all of Descartes’
assets. Depending on the type of advance, interest rates under the revolving operating portion of the
credit facility are based on the Canada or US prime rate, Canadian Dollar Offered Rate (CDOR) or the
Secured Overnight Financing Rate (SOFR) plus an additional 0 to 250 basis points based on the ratio of
net debt to adjusted earnings before interest, taxes, depreciation and amortization, as defined in the credit
facility. A standby fee of between 20 to 40 basis points will be charged on all undrawn amounts. The credit
facility contains certain customary representations, warranties and guarantees, and covenants.

As at January 31, 2024, $350.0 million of the revolving operating credit facility remained available for use.
We were in compliance with the covenants of the credit facility as at January 31, 2024 and remain in
compliance as of the date of this MD&A.

Short-form base shelf prospectus. On July 15, 2022, we filed a final short-form base shelf prospectus
(the “2022 Base Shelf Prospectus”), allowing us to offer and issue an unlimited quantity of the following
securities during the 25-month period following thereafter: (i) common shares; (ii) preferred shares; (iii)
senior or subordinated unsecured debt securities; (iv) subscription receipts; (v) warrants; and (vi)
securities comprised of more than one of the aforementioned common shares, preferred shares, debt
securities, subscription receipts and/ or warrants offered together as a unit. These securities may be
offered separately or together, in separate series, in amounts, at prices and on terms to be set forth in
one or more shelf prospectus supplements. No securities have yet been sold pursuant to the 2022 Base
Shelf Prospectus.

Normal course issuer bid. On June 7, 2022, Descartes announced a normal course issuer bid (*NCIB"),
commencing June 10, 2022, to purchase up to approximately 7.4 million common shares in the open
market for cancellation. Under the NCIB, Descartes was permitted to repurchase for cancellation, at its
discretion on or before June 9, 2023, up to 10% of the “public float” (calculated in accordance with the
rules of the TSX) of Descartes’ issued and outstanding common shares. The NCIB expired on June 9, 2023
and no common shares were purchased pursuant to the NCIB.

Working capital. As at January 31, 2024, our working capital surplus (current assets less current
liabilities) was $214.6 million. Current assets primarily include $321.0 million of cash, $51.6 million of
current trade receivables and $33.5 million of prepaid expenses and other. Current liabilities primarily
include $84.5 million of deferred revenue, $91.8 million of accrued liabilities and $17.5 million of accounts
payable. Our working capital has increased from January 31, 2023 to January 31, 2024 by $25.5 million,
primarily due to cash generated from operations partially offset by cash used for acquisitions.

Historically, we've financed our operations and met our capital expenditure requirements primarily through
cash flows provided from operations, issuances of common shares and proceeds from debt. We anticipate
that, considering the above, we have sufficient liquidity to fund our current cash requirements for working
capital, contractual commitments, capital expenditures and other operating needs. We also believe that
we have the ability to generate sufficient amounts of cash in the long term to meet planned growth targets
and to fund strategic transactions. Should additional future financing be undertaken, the proceeds from
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any such transaction could be utilized to fund strategic transactions or for general corporate purposes,
including the repayment of outstanding debt. We expect, from time to time, to continue to consider select
strategic transactions to create value and improve performance, which may include acquisitions,
dispositions, restructurings, joint ventures and partnerships, and we may undertake further financing
transactions, including draws on our credit facility, other debt instruments or equity offerings, in
connection with any such potential strategic transaction.

With respect to earnings of our non-Canadian subsidiaries, our intention is that these earnings will be
reinvested in each subsidiary indefinitely. Of the $321.0 million of cash as at January 31, 2024, $125.4
million was held by our foreign subsidiaries, most significantly in the United States with lesser amounts
held in other countries in the EMEA and Asia Pacific regions. To date, we have not encountered significant
legal or practical restrictions on the abilities of our subsidiaries to repatriate money to Canada, even if
such restrictions may exist in respect of certain foreign jurisdictions where we have subsidiaries. In the
future, if we elect to repatriate the unremitted earnings of our foreign subsidiaries in the form of dividends,
or if the shares of the foreign subsidiaries are sold or transferred, then we could be subject to additional
Canadian or foreign income taxes, net of the impact of any available foreign tax credits, which would result
in a higher effective tax rate. We have not provided for foreign withholding taxes or deferred income tax
liabilities related to unremitted earnings of our non-Canadian subsidiaries, since such earnings are
considered permanently invested in those subsidiaries or are not subject to withholding taxes.

The table set forth below provides a summary of cash flows for the periods indicated in millions of dollars:

Year ended January 31, January 31, January 31,
2024 2023 2022
Cash provided by operating activities 207.7 192.4 176.1
Additions to property and equipment (5.6) (6.1) (4.8)
Acquisition of subsidiaries, net of cash acquired (142.7) (115.6) (90.3)
Credit facility and other debt repayments - - (1.1)
Payment of debt issuance costs - (1.1) (0.1)
Issuance of common shares, net of issuance costs 9.3 1.7 2.7
Payment of withholding taxes on net share settlements (4.9) - -
Payment of contingent consideration (19.1) (5.2) -
Effect of foreign exchange rate on cash held (0.1) (3.1) (2.8)
Net change in cash 44.6 63.0 79.7
Cash, beginning of period 276.4 213.4 133.7
Cash, end of period 321.0 276.4 213.4

Cash provided by operating activities was $207.7 million, $192.4 million and $176.1 million for 2024,
2023 and 2022, respectively. For 2024, the $207.7 million of cash provided by operating activities resulted
from $115.9 million of net income, plus adjustments for $76.6 million of non-cash items included in net
income and plus $15.2 million of cash generated from changes in our operating assets and liabilities. Cash
provided by operating activities increased in 2024 compared to 2023 primarily due to the increase in net
income adjusted for non-cash items as well as strong cash collections from customers. Cash provided by
operating activities was negatively impacted in 2024 by $12.6 million related to contingent consideration
payments.

For 2023, the $192.4 million of cash provided by operating activities resulted from $102.2 million of net
income, plus adjustments for $82.4 million of non-cash items included in net income and plus $7.8 million
of cash generated from changes in our operating assets and liabilities. Cash provided by operating
activities increased in 2023 compared to 2022 primarily due to the increase in net income adjusted for
non-cash items as well as strong cash collections from customers. Cash provided by operating activities
was negatively impacted in 2023 by $5.6 million related to contingent consideration payments.

Additions to property and equipment were $5.6 million, $6.1 million and $4.8 million in 2024, 2023
and 2022, respectively. Additions to property and equipment decreased in 2024 compared to 2023 due to

19



the timing of investments in computing equipment and software to support our network and continue to
enhance our security infrastructure. Additions to property and equipment increased in 2023 compared to
2022 due to the timing of investments in computing equipment and software to support our network and
continue to enhance our security infrastructure.

Acquisition of subsidiaries, net of cash acquired were $142.7 million, $115.6 million and $90.3
million in 2024, 2023 and 2022, respectively. Acquisitions in 2024 related to GroundCloud and Localz.
Acquisitions in 2023 related to NetCHB, Foxtrot, XPS and Supply Vision.

Credit facility and other debt repayments were nil, nil and $1.1 million in 2024, 2023 and 2022,
respectively.

Payment of debt issuance costs were nominal, $1.1 million and $0.1 million in 2024, 2023 and 2022,
respectively, and relate to costs paid in amending the terms of our credit facility agreement.

Issuance of common shares, net of issuance costs were $9.3 million, $1.7 million and $2.7 million
in 2024, 2023 and 2022, respectively, and were primarily a result of the exercise of employee stock
options.

Payment of contingent consideration recorded in financing activities was $19.1 million, $5.2 million
and nil in 2024, 2023 and 2022, respectively. Contingent consideration paid in 2024 totaled $31.7 million
of which $19.1 million related to the portion of the earn-out arrangements accrued for at the time of
acquisition and the remainder of $12.6 million was paid out of cash flow from operating activities.
Contingent consideration paid in 2023 totaled $10.8 million of which $5.2 million related to the portion of
the earn-out arrangements accrued for at the time of acquisition and the remainder of $5.6 million was
paid out of cash flow from operating activities. In 2024, the contingent consideration paid related to the
acquisitions of GreenMile, NetCHB and XPS. In 2023, the contingent consideration paid related to the
acquisitions of Kontainers and ShipTrack.

COMMITMENTS, CONTINGENCIES AND GUARANTEES

Commitments
To facilitate a better understanding of our Is, the following information is provided (in millions of dollars)
in respect of our operating obligations as of January 31, 2024:

Less than 1-3 years 4-5years More than Total
1 year 5 years
Operating lease obligations 3.4 3.0 0.9 0.2 7.5

Lease Obligations

We are committed under non-cancelable operating leases for buildings, vehicles and computer equipment
with terms expiring at various dates through 2030. The undiscounted future minimum amounts payable
under these lease agreements are presented in the table above.

Other Obligations

Deferred Share Unit ("DSU"”) and Cash-settled Restricted Share Unit ("CRSU") Plans

As discussed in Note 2 to the audited consolidated financial statements for 2024 included in this Annual
Report, we maintain DSU and CRSU plans for our directors and employees. Any payments made pursuant
to these plans are settled in cash. For DSUs and CRSUs, the units vest over time and the liability recognized
at any given consolidated balance sheet date reflects only those units vested at that date that have not
yet been settled in cash. As such, we had an unrecognized aggregate amount for the unvested DSUs and
CRSUs of nil and $0.8 million, respectively, at January 31, 2024. The ultimate liability for any payment of
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DSUs and CRSUs is dependent on the trading price of our common shares. To substantially offset our
exposure to fluctuations in our stock price, we have entered into equity derivative contracts, including
floating-rate equity forwards. As at January 31, 2024, we had equity derivatives for 311,081 Descartes
common shares and a DSU liability for 311,081 Descartes common shares, resulting in no net exposure
resulting from changes to our share price.

Contingencies

We are subject to a variety of other claims and suits that arise from time to time in the ordinary course
of our business. The consequences of these matters are not presently determinable but, in the opinion of
management after consulting with legal counsel, the ultimate aggregate liability is not currently expected
to have a material effect on our results of operations or financial position.

Product Warranties

In the normal course of operations, we provide our customers with product warranties relating to the
performance of our hardware, software and services. To date, we have not encountered material costs as
a result of such obligations and have not accrued any liabilities related to such obligations in our
consolidated financial statements.

Business combination agreements

In respect of our acquisitions of NetCHB, XPS, Supply Vision and GroundCloud, up to $178.0 million in
cash may become payable if certain revenue performance targets are met in the remaining earn-out
period, up to a maximum period of two years following the acquisition. A balance of $35.1 million is
accrued related to the fair value of this contingent consideration as at January 31, 2024.

Guarantees

In the normal course of business, we enter into a variety of agreements that may contain features that
meet the definition of a guarantee under ASC Topic 460, “"Guarantees”. The following lists our significant
guarantees:

Intellectual property indemnification obligations

We provide indemnifications of varying scope to our customers against claims of intellectual property
infringement made by third parties arising from the use of our products. In the event of such a claim, we
are generally obligated to defend our customers against the claim and we are liable to pay damages and
costs assessed against our customers that are payable as part of a final judgment or settlement. These
intellectual property infringement indemnification clauses are not generally subject to any dollar limits and
remain in force for the term of our license agreement with our customer, which license terms are typically
perpetual. Historically, we have not encountered material costs as a result of such indemnification
obligations.

Other indemnification agreements

In the normal course of operations, we enter into various agreements that provide general indemnities.
These indemnities typically arise in connection with purchases and sales of assets, securities offerings or
buy-backs, service contracts, administration of employee benefit plans, retention of officers and directors,
membership agreements, customer financing transactions, and leasing transactions. In addition, our
corporate by-laws provide for the indemnification of our directors and officers. Each of these indemnities
requires us, in certain circumstances, to compensate the counterparties for various costs resulting from
breaches of representations or obligations under such arrangements, or as a result of third party claims
that may be suffered by the counterparty as a consequence of the transaction. We believe that the
likelihood that we could incur significant liability under these obligations is remote. Historically, we have
not made any significant payments under such indemnities.

In evaluating estimated losses for the guarantees or indemnities described above, we consider such factors
as the degree of probability of an unfavorable outcome and the ability to make a reasonable estimate of
the amount of loss. We are unable to make a reasonable estimate of the maximum potential amount
payable under such guarantees or indemnities as many of these arrangements do not specify a maximum
potential dollar exposure or time limitation. The amount also depends on the outcome of future events
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and conditions, which cannot be predicted. Given the foregoing, to date, we have not accrued any liability
in our consolidated financial statements for the guarantees or indemnities described above.

OUTSTANDING SHARE DATA

We have an unlimited number of common shares authorized for issuance. As of March 6, 2024, we had
85,183,455 common shares issued and outstanding.

As of March 6, 2024, there were 1,566,889 options issued and outstanding, and 2,444,411 options
remaining available for grant under all stock option plans.

As of March 6, 2024, there were 988,543 performance share units ("PSUs"”) and 419,690 restricted share
units ("RSUs") issued and outstanding, with a potential of up to a further 268,091 PSUs being earned if a
maximum 2.0 performance factor is achieved in respect of the outstanding PSU awards. Also, as of March
6, 2024, there were 386,778 units remaining available for grant under all performance and restricted
share unit plans.

Our board of directors has adopted a shareholder rights plan (the “Rights Plan”) to ensure the fair
treatment of shareholders in connection with any take-over offer, and to provide our board of directors
and shareholders with additional time to fully consider any unsolicited take-over bid. We did not adopt the
Rights Plan in response to any specific proposal to acquire control of the Company. The Rights Plan was
approved by the TSX and was originally approved by our shareholders on May 18, 2005 and took effect
as of November 29, 2004. An amended and restated Rights Plan was ratified by shareholders at our annual
shareholders’ meeting held on June 15, 2023. The Rights Plan requires re-approval by the shareholders
every three years. We understand that the Rights Plan is similar to plans adopted by other Canadian
companies and approved by their shareholders.

APPLICATION OF CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our consolidated financial statements and accompanying notes are prepared in accordance with GAAP.
Preparing financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses. These estimates and assumptions are
affected by management’s application of accounting policies. Estimates are deemed critical when a
different estimate could have reasonably been used or where changes in the estimates are reasonably
likely to occur from period to period and would materially impact our financial condition or results of
operations. Our accounting policies are discussed in Note 2 to the audited consolidated financial
statements for 2024 included in this Annual Report.

Our management has discussed the development, selection and application of our critical accounting
policies with the audit committee of the board of directors.

The following discusses the critical accounting estimates and assumptions that management has made
under these policies and how they affect the amounts reported in the fiscal 2024 consolidated financial
statements:

Revenue recognition

Revenue is recognized upon transfer of control of promised goods or services to customers in an amount
that reflects the consideration we expect to receive in exchange for those goods or services. We enter into
contracts that can include the delivery of various combinations of goods and/or services, which are
generally capable of being distinct within the context of the contract and accounted for as separate
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performance obligations. A product or service is distinct if the customer can benefit from it on its own or
together with other readily available resources and the promise to transfer the good or service is separately
identifiable from other promises in the contractual arrangement with the customer. Non-distinct goods
and services are combined with other goods or services until they are distinct as a bundle and therefore
form a single performance obligation. The accounting for a contract with a customer that contains multiple
performance obligations requires an allocation of the transaction price to each distinct performance
obligation based on the determination of the standalone selling price ("SSP). SSP for each distinct
performance obligation in a customer contract is an estimate of the price that would be charged for the
specific good or service if it was sold separately in similar circumstances and to similar customers. This
estimate determines the amount of revenue recognized for each performance obligation in a customer
contract. Revenue is recognized net of any taxes collected from customers, which are subsequently
remitted to governmental authorities.

Our contracts with customers often include promises to transfer multiple goods and services to a customer.
Determining whether goods and services are considered distinct performance obligations that should be
accounted for separately versus together may require judgment. Judgment is also needed in assessing
the ability to collect the corresponding receivables.

Significant assumptions and judgment are required to determine the SSP for each distinct performance
obligation, which is needed to determine whether there is a discount that needs to be allocated based on
the relative SSP of the various goods and services. When estimating the SSP, we make certain significant
assumptions including the basis for stratification of the underlying population of customer contracts based
on pricing practices for different goods or services, as appropriate. In order to determine the SSP of its
promised goods or services, we conduct a regular analysis to determine whether various goods or services
have an observable standalone selling price. If the Company does not have an observable SSP for a
particular good or service, then SSP for that particular good or service is estimated using reasonably
available information and maximizing observable inputs with approaches including historical pricing, cost
plus a margin, and the residual approach.

Impairment of long-lived assets

We test long-lived assets or asset groups, such as property and equipment and finite life intangible assets,
for recoverability when events or changes in circumstances indicate that there may be impairment. An
impairment loss is recognized when the estimate of undiscounted future cash flows generated by such
asset or asset groups is less than the carrying amount. Measurement of the impairment loss is based on
the present value of the expected future cash flows. Our impairment analysis contains estimates due to
the inherent uncertainty relating to forecasting long-term estimated cash flows and determining the
ultimate useful lives of asset or asset groups. Actual results will differ, which could materially impact our
impairment assessment.

Goodwill

We test for impairment of goodwill at least annually on October 31st of each year and at any other time
if any event occurs or circumstances change that would more likely than not reduce our fair value below
our carrying amount. Our operations are analyzed by management and our chief operating decision maker
as being part of a single industry segment providing logistics technology solutions. Accordingly, our
goodwill impairment assessment is based on the allocation of goodwill to a single reporting unit.

Application of the goodwill impairment test requires judgment, including the identification of reporting
units, assigning assets and liabilities to reporting units, assigning goodwill to reporting units, assessing
qualitative factors and determining the fair value of each reporting unit. Judgments are required to
estimate the fair value of reporting units and include estimating future cash flows, determining appropriate
discount rates and other assumptions. Changes in these estimates and assumptions could materially affect
the determination of fair value and/or goodwill impairment for each reporting unit.
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Stock-based compensation plans

Stock Options

We maintain stock option plans for non-employee directors, officers, employees and other service
providers. Options to purchase our common shares are granted at an exercise price equal to the fair
market value of our common shares as of the date of grant. This fair market value is determined using
the closing price of our common shares on the TSX on the day immediately preceding the date of the
grant.

Employee stock options generally vest over a five-year period starting from the grant date and expire
seven years from the grant date. Non-employee directors’ and officers’ stock options generally have
quarterly vesting over a three to five-year period.

The fair value of employee stock option grants that are ultimately expected to vest are amortized to
expense in our consolidated statement of operations based on the straight-line attribution method. The
fair value of stock option grants is calculated using the Black-Scholes Merton option-pricing model.
Expected volatility is based on historical volatility of our common stock and other factors. The risk-free
interest rates are based on Government of Canada average bond yields for a period consistent with the
expected life of the option in effect at the time of the grant. The expected option life is based on the
historical life of our granted options and other factors.

Performance & Restricted Share Units

PSUs are measured at fair value estimated using a Monte Carlo Simulation approach and will be expensed
to stock-based compensation expense over the vesting period. The ultimate humber of PSUs that vest is
based on the total shareholder return ("TSR”) of our Company relative to the TSR of companies comprising
a peer index group. TSR is calculated based on the weighted-average closing price of shares for the five
trading days preceding the beginning and end of the performance period. Expected volatility is based on
historical volatility of our common stock and other factors. The risk-free interest rates are based on the
Government of Canada average bond yields for a period consistent with the expected life of the PSUs at
the time of the grant.

RSUs vest annually over a three-year period starting from the grant date and expire ten years from the
grant date. We issue new shares from treasury upon the redemption of an RSU. RSUs are measured at
fair value based on the closing price of our common shares for the day preceding the date of the grant
and will be expensed to stock-based compensation expense over the vesting period.

Income Taxes

We have provided for income taxes based on information that is currently available to us. Tax filings are
subject to audits, which could materially change the amount of deferred income tax assets and liabilities.
Deferred tax assets and liabilities arise from temporary differences between the tax bases of assets and
liabilities and their reported amounts in the consolidated financial statements that will result in taxable or
deductible amounts in future years. These temporary differences are measured using enacted tax rates.
We record deferred tax assets on our consolidated balance sheet for tax benefits that we currently expect
to realize in future periods. Over recent years, we have determined that there was sufficient positive
evidence such that it was more likely than not that we would utilize all or a portion of deferred tax assets
in certain jurisdictions, to offset taxable income in future periods. This positive evidence included that we
have earned cumulative income, after permanent differences, in each of these jurisdictions in at least the
current and two preceding tax years. As such, over recent years, we have reduced our valuation
allowances by amounts which represent the amount of tax loss carry forwards that we project will be used
to offset taxable income in these jurisdictions over the foreseeable future. Any further change to increase
or decrease the valuation allowance for the deferred tax assets would result in an income tax expense or
income tax recovery, respectively, on the consolidated statements of operations.
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Business Combinations

In connection with business acquisitions that we have completed, we identify and estimate the fair value
of net assets acquired, including certain identifiable intangible assets (other than goodwill) and liabilities
assumed in the acquisitions. Any excess of the purchase price over the estimated fair value of the net
assets acquired is assigned to goodwill. Intangible assets include customer agreements and relationships,
non-compete covenants, existing technologies and trade names. Our initial allocation of purchase price is
generally preliminary in nature and may not be final for up to one year from the date of acquisition. The
determination of the acquisition date fair value of the intangible assets acquired required us to make
estimates and assumptions regarding projected revenues, earnings before interest, taxes, depreciation
and amortization, technology migration rates, customer attrition rates and discount rates. Changes to
these estimates and assumptions may result in material differences depending on the size of the
acquisition completed.

Contingent consideration may be payable on the achievement of certain financial targets in the post-
acquisition periods. Contingent consideration is required to be measured at fair value on the date of
acquisition. The estimated fair value of contingent consideration is calculated using the estimated financial
outcome, including projected revenues, and resulting expected contingent consideration to be paid.
Contingent consideration is remeasured at fair value at each reporting date and subsequent changes in
the fair value of the contingent consideration are recognized in profit or loss.

CHANGE IN / INITIAL ADOPTION OF ACCOUNTING POLICIES

Recently adopted accounting pronouncements

In October 2021, the FASB issued Accounting Standards Update 2021-08, “"Business Combinations (Topic
805): Accounting for Contract Assets and Contract Liabilities from Contracts with Customers” (*ASU 2021-
08"). ASU 2021-08 provides guidance on how to recognize and measure acquired contract assets and
liabilities from revenue contracts in a business combination. ASU 2021-08 was effective for annual periods,
and interim periods within those annual periods, beginning after December 15, 2022, which was our fiscal
year that began February 1, 2023 (fiscal 2024). The Company adopted ASU 2021-08 prospectively in the
first quarter of fiscal 2024. The adoption of this guidance did not have a material impact on our results of
operations or disclosures.

Recently issued accounting pronouncements

In November 2023, the FASB issued Accounting Standards Update 2023-07, “Segment Reporting (Topic
280): Improvements to Reportable Segment Disclosures” ("ASU 2023-07"). The amendments in ASU
2023-07 improve reportable segment disclosure requirements, primarily through enhanced disclosures
about significant segment expenses. ASU 2023-07 is effective for fiscal years beginning after December
15, 2023, which will be our fiscal year beginning February 1, 2024 (fiscal 2025) and interim periods within
fiscal years beginning after December 15, 2024, which will be our fiscal year beginning February 1, 2025
(fiscal 2026). Early adoption is permitted. The Company will adopt this guidance in the fourth quarter of
fiscal 2025. The adoption of this guidance is not expected to have a material impact on our results of
operations or disclosures.

In December 2023, the FASB issued Accounting Standards Update 2023-09, “Income Taxes (Topic 740):
Improvements to Income Tax Disclosures” ("ASU 2023-09"). The amendments in ASU 2023-09 enhance
transparency about income tax information through improvements to income tax disclosures primarily
related to the rate reconciliation and income taxes paid information. ASU 2023-09 is effective for annual
periods beginning after December 15, 2024, which will be our fiscal year beginning February 1, 2025
(fiscal 2026). Early adoption is permitted for annual financial statements that have not yet been issued or
made available for issuance. The Company will adopt this guidance in the fourth quarter of fiscal 2026.
The adoption of this guidance is not expected to have a material impact on our results of operations or
disclosures.
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CONTROLS AND PROCEDURES

Under the supervision and with the participation of our management, including our Chief Executive Officer
and Chief Financial Officer, management evaluated our disclosure controls and procedures (as defined in
National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings) as of January
31, 2024. Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded
that our disclosure controls and procedures were effective.

Under the supervision and with the participation of our management, including our Chief Executive Officer
and Chief Financial Officer, management assessed the effectiveness of our internal control over financial
reporting (as defined in National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and
Interim Filings) as of January 31, 2024, based on criteria established in “Internal Control - Integrated
Framework” (2013), issued by the Committee of Sponsoring Organizations of the Treadway Commission.
Based on the assessment, our Chief Executive Officer and Chief Financial Officer concluded that, as of
January 31, 2024, our internal control over financial reporting was effective.

During the period beginning on November 1, 2023 and ended on January 31, 2024, no changes were
made to the Company’s internal control over financial reporting that have materially affected, or are
reasonably likely to materially affect, the Company’s internal control over financial reporting.

TRENDS / BUSINESS OUTLOOK

This section discusses our outlook for fiscal 2025 and in general as of the date of this MD&A and contains
forward-looking statements.

As at the time of this MD&A, global economies continue to experience inflation at rates higher than
historically normal, with many central banks raising or holding interest rates in response. Global fuel prices
also remain volatile, in part due to geopolitical tensions, including the Russia-Ukraine Conflict and the
Israel-Hamas Conflict, as well as voluntary production cuts by oil producers, and concerns of a global
recession. These factors could adversely impact our business or the businesses of our customers and
suppliers, which in turn could impact the level of usage and/or demand for our products and services and
our resulting revenues. The impact of these factors on the global economy in general and on our business
specifically is uncertain at this time and the extent to which our business will be affected will depend on a
variety of factors, many of which are outside of our control.

More generally, our business may be impacted from time to time by the cyclical and seasonal nature of
particular modes of transportation and the freight market, as well as the cyclical and seasonal nature of
the industries that such markets serve. Factors which may create cyclical fluctuations in such modes of
transportation or the freight market in general include legal and regulatory requirements (for example,
the UK's departure from the European Union, “Brexit”), timing of contract renewals between our customers
and their own customers, seasonal-based tariffs, vacation periods applicable to particular shipping or
receiving nations, weather-related or global health events that impact shipping in particular geographies
and amendments to international trade reshipments being processed, labor uncertainty or stoppages,
adverse fluctuations in the volume of global shipments, or shipments in any particular mode of
transportation, may adversely affect our revenues. Significant declines in shipment volumes could likely
have a material adverse effect on our business.

Industry consolidation, rapid technological change, growth of ecommerce and freq