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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 30, 2009
OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from                      to                     
Commission file number 001-14875

FTI CONSULTING, INC.
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(Exact Name of Registrant as Specified in its Charter)

Maryland 52-1261113
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)

777 South Flagler Drive, Suite 1500 West Tower,

West Palm Beach, Florida 33401
(Address of Principal Executive Offices) (Zip Code)

(561) 515-1900

(Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web Site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files.    Yes  ¨    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer�, �accelerated filer�, and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer    x Accelerated filer                    ¨
Non-accelerated filer    ¨  (Do not check if a smaller reporting company) Smaller reporting company    ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

Class Outstanding at July 30, 2009
Common stock, par value $0.01 per share 51,726,513
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PART I�FINANCIAL INFORMATION

FTI Consulting, Inc. and Subsidiaries

Condensed Consolidated Balance Sheets

(in thousands, except per share amounts)

Item 1. Financial Statements

June 30,
2009

December 31,
2008

(Unaudited) As Adjusted
(Note 2)

Assets
Current assets
Cash and cash equivalents $ 213,092 $ 191,842
Accounts receivable:
Billed receivables 267,734 237,009
Unbilled receivables 127,200 98,340
Allowance for doubtful accounts and unbilled services (64,581) (45,309) 

Accounts receivable, net 330,353 290,040
Notes receivable 20,238 15,145
Prepaid expenses and other current assets 25,624 31,055
Deferred income taxes 24,607 24,372

Total current assets 613,914 552,454
Property and equipment, net of accumulated depreciation 76,760 78,575
Goodwill 1,177,325 1,151,388
Other intangible assets, net of amortization 184,318 189,304
Notes receivable, net of current portion 72,099 56,500
Other assets 53,645 59,349

Total assets $ 2,178,061 $ 2,087,570

Liabilities and Stockholders� Equity
Current liabilities
Accounts payable, accrued expenses and other $ 45,099 $ 109,036
Accrued compensation 114,535 133,103
Current portion of long-term debt and capital lease obligations 149,347 132,915
Billings in excess of services provided 30,569 30,872

Total current liabilities 339,550 405,926
Long-term debt and capital lease obligations, net of current portion 418,187 418,592
Deferred income taxes 92,725 83,777
Other liabilities 49,780 45,037

Total liabilities 900,242 953,332

Commitments and contingent liabilities (notes 9, 11 and 12)
Stockholders� equity
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Preferred stock, $0.01 par value; shares authorized�5,000; none outstanding �  �  
Common stock, $0.01 par value; shares authorized�75,000; shares issued and outstanding�51,695 (2009) and
50,934 (2008) 517 509
Additional paid-in capital 768,173 735,180
Retained earnings 547,779 478,882
Accumulated other comprehensive income (38,650) (80,333) 

Total stockholders� equity 1,277,819 1,134,238

Total liabilities and stockholders� equity $ 2,178,061 $ 2,087,570

See accompanying notes to the condensed consolidated financial statements
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FTI Consulting, Inc. and Subsidiaries

Condensed Consolidated Statements of Income

(in thousands, except per share data)

Unaudited

Three Months Ended
June 30,

Six Months Ended
June 30,

2009 2008 2009 2008
As Adjusted
(Note 2)

As Adjusted
(Note 2)

Revenues $ 360,525 $ 337,670 $ 708,371 $ 644,772

Operating expenses
Direct cost of revenues 194,181 188,166 386,593 360,687
Selling, general and administrative expense 88,842 77,773 177,595 150,345
Amortization of other intangible assets 6,149 4,457 12,199 7,355

289,172 270,396 576,387 518,387

Operating income 71,353 67,274 131,984 126,385

Other income (expense)
Interest income and other 702 2,089 2,755 5,400
Interest expense (11,030) (11,307) (22,043) (22,906) 
Litigation settlement gains (losses), net �  (435) 250 (436) 

(10,328) (9,653) (19,038) (17,942) 

Income before income tax provision 61,025 57,621 112,946 108,443
Income tax provision 23,800 22,813 44,049 42,935

Net income $ 37,225 $ 34,808 $ 68,897 $ 65,508

Earnings per common share�basic $ 0.74 $ 0.71 $ 1.37 $ 1.34

Earnings per common share�diluted $ 0.69 $ 0.65 $ 1.29 $ 1.23

See accompanying notes to the condensed consolidated financial statements

4
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FTI Consulting, Inc. and Subsidiaries

Condensed Consolidated Statement of Stockholders� Equity and Comprehensive Income

(in thousands)

Unaudited

Additional
Paid-in
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Income Total

Common Stock

Shares Amount
Balance January 1, 2009�As Adjusted (Note 2) 50,934 $ 509 $ 735,180 $ 478,882 $ (80,333) $ 1,134,238
Comprehensive income:
Cumulative translation adjustment, net of income taxes of $0 �  �  �  �  41,683 41,683
Net income �  �  �  68,897 �  68,897

Total comprehensive income 110,580
Issuance of common stock in connection with:
Exercise of options, including income tax benefit of $2,831 337 4 11,372 �  �  11,376
Employee stock purchase plan 138 1 5,236 �  �  5,237
Restricted share grants, less net settled shares of 15 286 3 (687) �  �  (684) 
Stock units issued under incentive compensation plan �  �  5,308 �  �  5,308
Business combinations �  �  (130) �  �  (130) 
Reacquisition of equity component of convertible debt �  �  (3) �  �  (3) 
Share-based compensation �  �  11,897 �  �  11,897

Balance June 30, 2009 51,695 $ 517 $ 768,173 $ 547,779 $ (38,650) $ 1,277,819

See accompanying notes to the condensed consolidated financial statements
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FTI Consulting, Inc. and Subsidiaries

Condensed Consolidated Statements of Cash Flow

(in thousands)

Unaudited

Six Months Ended
June 30,

2009 2008 (a)
As Adjusted
(Note 2)

Operating activities
Net income $ 68,897 $ 65,508
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 14,109 12,286
Amortization of other intangible assets 12,199 7,355
Provision for doubtful accounts 12,212 8,564
Non-cash share-based compensation 13,349 14,172
Excess tax benefits from share-based compensation (2,761) (4,682) 
Non-cash interest expense 3,698 3,517
Other 1,308 (188) 
Changes in operating assets and liabilities, net of effects from acquisitions:
Accounts receivable, billed and unbilled (47,807) (63,513) 
Notes receivable (19,511) (7,158) 
Prepaid expenses and other assets 3,796 (9,555) 
Accounts payable, accrued expenses and other (15,836) 4,422
Income taxes 14,151 27,640
Accrued compensation (10,371) (493) 
Billings in excess of services provided (679) (911) 

Net cash provided by operating activities 46,754 56,964

Investing activities
Payments for acquisition of businesses, including contingent payments and acquisition costs, net of cash
received (37,654) (225,183) 
Purchases of property and equipment (11,687) (17,843) 
Other 307 (1,059) 

Net cash used in investing activities (49,034) (244,085) 

Financing activities
Payments of long-term debt and capital lease obligations (551) (7,239) 
Cash received for settlement of interest rate swaps 2,288 �  
Issuance of common stock under equity compensation plans 13,098 12,006
Excess of tax benefits from share-based compensation 2,761 4,682

Net cash provided by financing activities 17,596 9,449

Effect of exchange rate changes and fair value adjustments on cash and cash equivalents 5,934 (217) 

Net increase (decrease) in cash and cash equivalents 21,250 (177,889) 
Cash and cash equivalents, beginning of period 191,842 360,463

Edgar Filing: FTI CONSULTING INC - Form 10-Q

Table of Contents 8



Cash and cash equivalents, end of period $ 213,092 $ 182,574

Supplemental cash flow disclosures
Cash paid for interest $ 19,189 $ 19,534
Cash paid for income taxes, net of refunds 29,898 15,405
Non-cash investing and financing activities:
Issuance of common stock to acquire businesses �  46,930
Issuance of stock units under incentive compensation plans 5,308 3,496
Issuance of notes payable as contingent consideration 12,778 506

See accompanying notes to the condensed consolidated financial statements

6
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FTI Consulting, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements

(amounts in tables expressed in thousands, except per share data)

Unaudited

1. Basis of Presentation and Significant Accounting Policies

Our unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United States (GAAP) and under the rules and regulations of the Securities and Exchange Commission (SEC) for interim financial
information. Some of the information and footnote disclosures normally included in annual financial statements have been condensed or omitted
pursuant to those rules or regulations. In management�s opinion, the interim financial statements reflect all adjustments that are necessary for a
fair presentation of the results for the interim periods presented. All adjustments made were normal recurring accruals. Results of operations for
the interim periods presented herein are not necessarily indicative of results of operations for a full year. These financial statements should be
read in conjunction with the consolidated financial statements and the notes contained in our Annual Report on Form 10-K for the year ended
December 31, 2008. Subsequent events have been evaluated through August 9, 2009, the date the financial statements were issued.

2. Change in Accounting Principle

On January 1, 2009 we adopted the Financial Accounting Standards Board (�FASB�) Staff Position No. APB 14-1, �Accounting for Convertible
Debt Instruments that May be Settled in Cash Upon Conversion (Including Partial Cash Settlement)� (�FSP APB 14-1�) which requires issuers of
convertible debt securities within its scope to separate those securities into a debt component and an equity component, resulting in the debt
component being recorded at fair value without consideration given to the conversion feature. Issuance costs are also allocated between the debt
and equity components. FSP APB 14-1 requires that convertible debt within its scope reflect a company�s nonconvertible debt borrowing rate
when interest expense is recognized. The provisions of FSP APB 14-1 are retrospective upon adoption, and prior period amounts have been
adjusted to apply the new method of accounting. This new pronouncement applies to our 3 3/4% Convertible Senior Subordinated Notes due
2012 (�Convertible Notes�) issued in August 2005. The cumulative effect of the accounting change for years prior to 2009 was to decrease net
income and thus retained earnings by $7.6 million. Additional information on the impact of this change in accounting principle is presented in
Note 11 to the condensed consolidated financial statements.

The following table presents the effect of the adoption of FSP APB 14-1 on the financial statement line items of the Condensed Consolidated
Income Statement for the three months and six months ended June 30, 2008:

Three Months Ended June 30, 2008 Six Months Ended June 30, 2008
As

Previously
Reported

Effect of
FSP

APB 14-1
As

Adjusted

As
Previously
Reported

Effect of
FSP

APB 14-1
As

Adjusted
Interest expense $ (10,303) $ (1,004) $ (11,307) $ (20,921) $ (1,985) $ (22,906) 
Income before income tax provision 58,625 (1,004) 57,621 110,428 (1,985) 108,443
Income tax provision 23,215 (402) 22,813 43,729 (794) 42,935
Net income 35,410 (602) 34,808 66,699 (1,191) 65,508
Earnings per common share�basic 0.72 (0.01) 0.71 1.37 (0.03) 1.34
Earnings per common share�diluted 0.66 (0.01) 0.65 1.25 (0.02) 1.23

7
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FTI Consulting, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements�(Continued)

(amounts in tables expressed in thousands, except per share data)

Unaudited

The following table presents the effect of the adoption of FSP APB 14-1 on the affected financial statement line items of the Condensed
Consolidated Balance Sheet as of December 31, 2008:

December 31, 2008
As

Previously
Reported

Effect of
FSP

APB 14-1
As

Adjusted
Other assets�noncurrent $ 59,948 $ (599) $ 59,349
Total assets 2,088,169 (599) 2,087,570
Current portion of long-term debt and capital lease obligations 150,898 (17,983) 132,915
Total current liabilities 423,909 (17,983) 405,926
Deferred income taxes�noncurrent 76,804 6,973 83,777
Total liabilities 964,342 (11,010) 953,332
Additional paid-in capital 717,158 18,022 735,180
Retained earnings 486,493 (7,611) 478,882
Total stockholders� equity 1,123,827 10,411 1,134,238
Total liabilities and stockholders� equity 2,088,169 (599) 2,087,570
3. Recent Accounting Pronouncements

In May 2009, the FASB issued Statement of Financial Accounting Standards No. 165, �Subsequent Events� (�Statement No. 165�). Statement
No. 165 provides general standards of accounting for and disclosure of events that occur after the balance sheet date but before financial
statements are issued or are available to be issued. The statement sets forth the period after the balance sheet date during which management of a
reporting entity should evaluate events or transactions that may occur for potential recognition or disclosure in the financial statements. The
statement also sets forth the circumstances under which an entity should recognize events or transactions occurring after the balance sheet date
in its financial statements. Furthermore, this statement identifies the disclosures that an entity should make about events or transactions that
occurred after the balance sheet date. It is effective for interim or annual financial periods ending after June 15, 2009.

In April 2009, the FASB issued FSP FAS 141(R)-1, �Accounting for Assets Acquired and Liabilities Assumed in a Business Combination That
Arise from Contingencies,� (�FSP FAS 141(R)-1�), which amends and clarifies Statement of Financial Accounting Standards No. 141(R), �Business
Combinations� (�Statement 141(R)�). FSP FAS 141(R)-1 requires that assets acquired and liabilities assumed in a business combination that arise
from contingencies be recognized at fair value if fair value can be reasonably estimated. If fair value cannot be reasonably estimated, the asset or
liability would generally be recognized in accordance with FASB Statement No. 5, �Accounting for Contingencies,� and FASB Interpretation
No. 14, �Reasonable Estimation of the Amount of a Loss.� Further, the FASB decided to remove the subsequent accounting guidance for assets
and liabilities arising from contingencies from Statement 141(R), and carry forward without significant revision the guidance in FASB
Statement No. 141, �Business Combinations.� FSP FAS 141(R)-1 is effective for assets or liabilities arising from contingencies in business
combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on or after December 15,
2008.

4. Earnings Per Common Share

Basic earnings per common share are calculated by dividing net income by the weighted average number of common shares outstanding during
the period. Diluted earnings per common share adjust basic earnings per share for the effects of potentially dilutive common shares. Potentially
dilutive common shares primarily include the dilutive effects of shares issuable under our equity compensation plans, including restricted shares
using the
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FTI Consulting, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements�(Continued)

(amounts in tables expressed in thousands, except per share data)

Unaudited

treasury stock method, and shares issuable upon conversion of our Convertible Notes assuming the conversion premium was converted into
common stock based on the average closing price per share of our stock during the period. The conversion feature of our Convertible Notes had
a dilutive effect on our earnings per share in 2009 and 2008 because the average closing price per share of our common stock was above the
conversion price of the Convertible Notes of $31.25 per share.

Three Months Ended
June 30,

Six Months Ended
June 30,

2009 2008 (a) 2009 2008 (a)
Numerator�basic and diluted
Net income $ 37,225 $ 34,808 $ 68,897 $ 65,508

Denominator
Weighted average number of common shares outstanding�basic 50,384 49,155 50,278 48,740
Effect of dilutive stock options 1,302 1,654 1,203 1,643
Effect of dilutive convertible notes 1,848 2,433 1,653 2,374
Effect of dilutive restricted shares 301 458 290 455

53,835 53,700 53,424 53,212

Earnings per common share�basic $ 0.74 $ 0.71 $ 1.37 $ 1.34

Earnings per common share�diluted $ 0.69 $ 0.65 $ 1.29 $ 1.23

Antidilutive stock options and restricted shares 1,092 409 1,012 293

(a) Net income and earnings per common share (basic and diluted) are as adjusted. See note 2 to the condensed consolidated financial
statements.

5. Comprehensive Income

The following table sets forth the components of comprehensive income.

Three Months Ended
June 30,

Six Months Ended
June 30,

2009 2008 2009 2008
Net income $ 37,225 $ 34,808 $ 68,897 $ 65,508
Other comprehensive income, net of tax:
Cumulative translation adjustment 47,748 276 41,683 710
Unrealized gain on cash equivalents �  �  �  55

Edgar Filing: FTI CONSULTING INC - Form 10-Q

Table of Contents 13



Comprehensive income $ 84,973 $ 35,084 $ 110,580 $ 66,273

6. Provision for Doubtful Accounts

The provision for doubtful accounts relates to a client�s inability or unwillingness to make required payments, and is classified in selling, general
and administrative expense. The provision for doubtful accounts totaled $5.4 million and $12.2 million for the three and six months ended
June 30, 2009, respectively and $4.0 million and $8.6 million for the three and six months ended June 30, 2008, respectively.

7. Research and Development Costs

Research and development costs related to software development charged to expense totaled $5.3 million and $10.7 million for the three and six
months ended June 30, 2009, respectively, and $3.1 million and $6.1 million for

9
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FTI Consulting, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements�(Continued)

(amounts in tables expressed in thousands, except per share data)

Unaudited

the three and six months ended June 30, 2008, respectively. Research and development costs are included in selling, general and administrative
expense on the Condensed Consolidated Statements of Income in 2009. For the three and six months ended June 30, 2008, $2.4 million and $4.9
million, respectively, of research and development expenses were classified as direct cost of revenues, and $0.7 million and $1.2 million,
respectively, of research and development costs were classified as selling, general and administrative expense.

8. Financial Instruments

Derivative financial instruments

We enter into derivative contracts to manage our exposure to interest rate changes by achieving a desired proportion of fixed rate versus variable
rate debt. In June 2009, the counterparties to our two interest rate swaps, with an aggregate $60.0 million notional amount, exercised their right
to terminate these agreements. Prior to their termination, these interest rate swaps effectively converted $60.0 million of our 7 5/8% senior notes
due 2013 (�7 5/8% Notes�) from a fixed rate to a variable rate. (See Note 11 to the condensed consolidated financial statements for information on
the swap termination). These interest rate swaps were previously designated as fair value hedges of fixed rate debt in accordance with Statement
of Financial Accounting Standards No. 133, �Accounting for Derivative Instruments and Hedging Activities� (�Statement No. 133�). The interest
rate swaps qualified for hedge accounting using the short-cut method under Statement No. 133 which assumes no hedge ineffectiveness. As a
result, changes in the fair value of the interest rate swaps and changes in the fair value of the hedged debt were assumed to be equal and
offsetting and had no effect on our results of operations.

Fair value of financial instruments

We consider the recorded value of certain of our financial assets and liabilities, which consist primarily of cash and cash equivalents, accounts
receivable and accounts payable, to approximate the fair value of the respective assets and liabilities at June 30, 2009, based on the short-term
nature of the assets and liabilities. The fair value of our long-term debt at June 30, 2009 was $663.6 million compared to a carrying value of
$566.4 million. We determined the fair value of our long-term debt based on quoted market prices for our 7 5/8% senior notes due 2013, 7 3/4%
senior notes due 2016, and 3 3/4% convertible senior subordinated notes due 2012.

As of June 30, 2009, there were no financial instruments carried at fair value on our financial statements. At December 31, 2008, interest rate
swaps with an aggregate $60.0 million notional amount were carried at fair value based on estimates to settle the agreements as of the balance
sheet date. The following table summarizes the assets measured at fair value on a recurring basis at December 31, 2008:

Quoted Prices
in Active

Markets for
Identical Assets

(Level 1)

Significant
Other

Observable
Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) Total

As of December 31, 2008
Interest rate swaps (recorded in other assets) $ �  $ 2,884 $ �  $ 2,884

Total assets $ �  $ 2,884 $ �  $ 2,884

9. Acquisitions
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Certain acquisition related restricted stock agreements contain stock price guarantees that may result in cash payments in the future if our share
price falls below a specified per share market value on the date applicable stock restrictions lapse (the �determination date�). The future settlement
of any contingency related to common stock

10
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FTI Consulting, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements�(Continued)

(amounts in tables expressed in thousands, except per share data)

Unaudited

price will be recorded as a reduction to additional paid-in capital. During the first quarter of 2009, we paid $0.1 million in cash in relation to the
price protection provision on certain shares of common stock that became unrestricted, which was recorded as a reduction to additional paid-in
capital. Our remaining common stock price guarantee provisions have stock floor prices that range from $22.26 to $69.62 per share and have
determination dates that range from 2009 to 2013.

10. Goodwill and Other Intangible Assets

The changes in the carrying amounts of goodwill by business segment for the six months ended June 30, 2009, are as follows:

Corporate
Finance/

Restructuring

Forensic and
Litigation
Consulting

Strategic
Communications Technology

Economic
Consulting Total

Balance January 1, 2009 $ 389,934 $ 189,129 $ 262,740 $ 118,541 $ 191,044 $ 1,151,388
Goodwill acquired during the period �  �  3,206 �  �  3,206
Contingent consideration �  66 (1,015) �  (113) (1,062) 
Adjustments to allocation of purchase price (3,066) �  (132) �  �  (3,198) 
Foreign currency translation adjustment and other 187 4,450 22,027 333 (6) 26,991

Balance June 30, 2009 $ 387,055 $ 193,645 $ 286,826 $ 118,874 $ 190,925 $ 1,177,325

Other intangible assets with finite lives are amortized over their estimated applicable useful lives. For intangible assets with finite lives, we
recorded amortization expense of $6.1 million and $12.2 million for the three and six months ended June 30, 2009, respectively, and $4.5
million and $7.4 million for the three and six months ended June 30, 2008, respectively. Based solely on the amortizable intangible assets
recorded as of June 30, 2009, we estimate amortization expense to be $12.1 million during the remainder of 2009, $21.8 million in 2010, $21.0
million in 2011, $20.4 million in 2012, $17.5 million in 2013, $9.9 million in 2014, and $55.9 million in years after 2014. Actual amortization
expense to be reported in future periods could differ from these estimates as a result of new intangible asset acquisitions, finalization of asset
valuations for newly acquired assets, changes in useful lives or other relevant factors.

June 30, 2009 December 31, 2008
Useful
Life

in Years

Gross
Carrying
Amount

Accumulated
Amortization

Gross
Carrying
Amount

Accumulated
Amortization

Amortized intangible assets
Contract backlog 1 $ 288 $ 168 $ 273 $ 23
Customer relationships 3 to 15 140,206 26,710 133,113 19,897
Non-competition agreements 1 to 10 18,078 7,267 17,194 5,735
Software 5 to 6 37,700 9,868 37,700 6,401
Tradenames 1 to 5 9,554 3,173 9,555 2,153

205,826 47,186 197,835 34,209
Unamortized intangible assets
Tradenames Indefinite 25,678 �  25,678 �  
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$ 231,504 $ 47,186 $ 223,513 $ 34,209
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FTI Consulting, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements�(Continued)

(amounts in tables expressed in thousands, except per share data)

Unaudited

11. Long-term Debt and Capital Lease Obligations

June 30,
2009

December 31,
2008

7 5/8% senior notes due 2013(1)(2) $ 202,267 $ 202,884
7 3/4% senior notes due 2016 215,000 215,000
3 3/4% convertible senior subordinated notes due 2012(3) 134,178 131,968
Notes payable to former shareholders of acquired business 14,924 47

Total debt 566,369 549,899
Less current portion 149,102 132,015

Long-term debt, net of current portion 417,267 417,884

Total capital lease obligations 1,165 1,608
Less current portion 245 900

Capital lease obligations, net of current portion 920 708

Long-term debt and capital lease obligations, net of current portion $ 418,187 $ 418,592

(1) Includes unamortized proceeds from interest rate swap terminations of $2,267 at June 30, 2009.

(2) Includes a fair value hedge adjustment of $2,884 at December 31, 2008.

(3) Includes discount of $15,767 at June 30, 2009 and $17,983 at December 31, 2008.
Convertible Notes

As of January 1, 2009, we adopted the provisions of FSP APB 14-1 with retrospective application to prior periods. FSP APB 14-1 addresses the
accounting and disclosure requirements for convertible debt that may be settled in cash upon conversion. FSP APB 14-1 requires an issuer to
separately account for the liability and equity components of convertible debt in a manner that reflects the issuer�s nonconvertible borrowing rate
resulting in higher interest expense over the life of the instrument due to the amortization of the discount. Our Convertible Notes are subject to
FSP APB 14-1. We applied FSP APB 14-1 retrospectively to all periods presented.

The following table summarizes the liability and equity components of our Convertible Notes:
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June 30,
2009

December 31,
2008

Liability component:
Principal $ 149,945 $ 149,951
Unamortized discount (15,767) (17,983) 
Equity component (recorded in additional paid-in capital) 18,019 18,022
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The discount on the liability component will be amortized over the remaining term of the Convertible Notes through July 15, 2012 using the
effective interest method. The effective interest rate on the Convertible Notes is 7 5/8%. The components of interest cost on the Convertible
Notes for the three and six months ended June 30, 2009 and 2008 were as follows:

Three Months Ended
June 30,

Six Months Ended
June 30,

    2009        2008   2009 2008
Contractual interest $ 1,406 $ 1,406 $ 2,812 $ 2,812
Amortization of debt discount 1,138 1,056 2,255 2,092
Amortization of deferred note issue costs 160 160 320 320

Total interest expense $ 2,704 $ 2,622 $ 5,387 $ 5,224

On October 15, 2007, the $150.0 million aggregate principal amount of the Convertible Notes became convertible at the option of the holders
and is currently convertible through October 15, 2009 as provided in the Indenture covering the Convertible Notes. The Convertible Notes
became convertible as a result of the closing price per share of our common stock exceeding the conversion threshold price of $37.50 per share
(120% of the applicable conversion price of $31.25 per share) for at least 20 days in the 30 consecutive trading days of each of the periods ended
October 15, 2007, January 15, 2008, April 15, 2008, July 15, 2008, October 15, 2008, January 15, 2009, April 15, 2009 and July 15, 2009.

Upon surrendering any Convertible Note for conversion, in accordance with the Indenture, the holder of such Convertible Note shall receive
cash in the amount of the lesser of (i) the $1,000 principal amount of such Convertible Note or (ii) the �conversion value� of the Convertible Note
as defined in the indenture. The conversion feature results in a premium over the face amount of the Convertible Notes equal to the excess of our
stock price as determined by the calculation set forth in the Indenture and the conversion price per share of $31.25 multiplied by the conversion
ratio of 31.998 shares of common stock for each $1,000 principal amount of the Convertible Notes. We retain our option to satisfy any
conversion value in excess of each $1,000 principal amount of the Convertible Notes with shares of common stock, cash or a combination of
both cash and shares. The premium will be calculated using the stock price calculation defined in the Indenture. Based on our closing stock price
at June 30, 2009, the aggregate Convertible Notes conversion value exceeds their aggregate principal amount by $93.4 million.

Interest Rate Swaps

In August 2005, we entered into two interest rate swap contracts with a notional amount of $60.0 million to receive interest at 7 5/8% and pay a
variable rate of interest based upon LIBOR. We designated these swaps as fair value hedges of the changes in fair value of $60.0 million of our
7 5/8% Notes. The counterparties to the swaps exercised their right to terminate the swaps as of June 15, 2009. The $2.3 million gain on
termination will be amortized as a reduction to interest expense over the remaining term of the 7 5/8% Notes, resulting in an effective interest rate
of 6.5% per annum on $60.0 million of 7 5/8% Notes.

12. Commitments and Contingencies

Future contractual obligations related to operating leases entered into during 2009 have resulted in an increase in our total contractual obligations
under operating leases of $2.4 million for 2010, $3.4 million for 2011, $3.3 million for 2012, $3.2 million for 2013 and $27.5 million thereafter.
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Contingencies

We are subject to legal actions arising in the ordinary course of business. In management�s opinion, we believe we have adequate legal defenses
and/or insurance coverage with respect to the eventuality of such actions. We do not believe any settlement or judgment would materially affect
our financial position or results of operations.

13. Share-Based Compensation

Amendment and restatement of equity-based compensation plan

On March 31, 2009, the Board of Directors (the �Board�) of FTI Consulting, Inc. (�FTI�) approved the amendment and restatement of the FTI
Consulting, Inc. Deferred Compensation Plan for Key Employees and Non-Employee Directors, as previously amended (the �Deferred
Compensation Plan�), (to be renamed the FTI Consulting, Inc. 2009 Omnibus Incentive Compensation Plan (the �Omnibus Plan�)), subject to the
approval of our stockholders. On April 8, 2009 the Board confirmed its approval and authorized that the proposal to amend and restate the
Deferred Compensation Plan (and rename it the Omnibus Plan) be submitted to stockholders for approval at the 2009 annual meeting of
stockholders held June 3, 2009. The Omnibus Plan was approved by the stockholders of FTI on June 3, 2009 at the 2009 annual meeting.

The 2009 Omnibus Plan provides incentive compensation in the form of equity and equity-based awards. All employees, officers, non-employee
directors and individual service providers of FTI are eligible to participate in the Omnibus Plan, subject to the discretion of the administrator to
make awards. The Omnibus Plan provides for the grants of incentive and non-qualified stock options and stock appreciation rights and
stock-based awards, including restricted stock, unrestricted stock, performance stock, phantom stock, stock unit and restricted stock unit awards,
of which an aggregate of 900,000 shares of common stock would be available for restricted and unrestricted stock awards as well as other
stock-based awards, including phantom stock, performance awards, stock units, restricted stock units and performance units.

Share-based awards and share-based compensation expense

Our officers, employees, non-employee directors and certain individual service providers are eligible to participate in FTI�s equity compensation
plans, subject to the discretion of the administrator of the plans. During the six months ended June 30, 2009, share-based awards included stock
option grants exercisable for 484,089, restricted stock awards of 308,614 shares of common stock and deferred stock units of 115,827.

Total share-based compensation expense for the three and six months ended June 30, 2009 and 2008 is detailed in the following table.

Three Months Ended
June 30,

Six Months Ended
June 30,

Income Statement Classification     2009        2008    2009 2008
Direct cost of revenues $ 3,167 $ 3,957 $ 5,997 $ 7,717
Selling, general and administrative expense 3,736 3,508 7,352 6,455

Total share-based compensation expense $ 6,903 $ 7,465 $ 13,349 $ 14,172
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14. Income Taxes

We are not aware of any tax positions for which it is reasonably possible that the total amounts of unrecognized tax benefits would significantly
increase or decrease within the next twelve months. As of June 30, 2009, there have been no material changes to the liability for uncertain tax
positions. Interest and penalties related to uncertain tax positions are classified as such and excluded from the income tax provision. As of
June 30, 2009, our accrual for the payment of tax-related interest and penalties was not material.

We file numerous consolidated and separate income tax returns in the U.S. federal jurisdiction and in many city, state and foreign jurisdictions.
We are no longer subject to U.S. federal income tax examinations for years prior to 2004 and are no longer subject to state and local or foreign
tax examinations for years prior to 2000. In addition, open tax years related to state and foreign jurisdictions remain subject to examination, but
are not considered material to our financial position, results of operations or cash flows.

15. Segment Reporting

We manage our business in five reportable operating segments: Corporate Finance/Restructuring, Forensic and Litigation Consulting, Strategic
Communications, Technology, and Economic Consulting.

The Corporate Finance/Restructuring segment focuses on strategic, operational, financial and capital needs of businesses around the world and
provides consulting and advisory services relating to turnaround, bankruptcy, performance improvement, lending solutions, financial and
operational restructuring, restructuring advisory, mergers and acquisitions, transaction advisory and interim management. The Forensic and
Litigation Consulting segment provides law firms, companies, government clients and other interested parties with dispute advisory,
investigations, forensic accounting, business intelligence assessments and risk mitigation services. The Strategic Communications segment
provides advice and consulting services relating to financial communications, brand communications, public affairs and reputation management
and business consulting. The Technology segment provides products, services and consulting to law firms, companies, courts and government
agencies worldwide with the principal business focus on the collection, preservation, review and production of electronically stored information.
The Economic Consulting segment provides law firms, companies, government entities and other interested parties with analysis of complex
economic issues for use in legal and regulatory proceedings, anti-trust and competition matters, strategic decision making, international
arbitration and public policy debates in the U.S. and internationally.

We evaluate the performance of our operating segments based on operating income excluding depreciation, amortization of other intangible
assets, unallocated corporate expenses plus non-operating litigation settlements, which we refer to as �segment EBITDA.� Segment EBITDA
consists of the revenues generated by that segment, less the direct costs of revenues and selling, general and administrative costs that are
incurred directly by that segment as well as an allocation of certain centrally managed costs, such as information technology services,
accounting, marketing and facility costs. Although segment EBITDA is not a measure of financial condition or performance determined in
accordance with GAAP, we use it to evaluate and compare the operating performance of our segments and it is one of the primary measures
used to determine employee incentive compensation. Unallocated corporate expenses include costs related to centrally managed administrative
functions which have not been allocated to the segments. These administrative costs include corporate office support costs, human resources,
legal and company-wide business development functions, as well as costs related to overall corporate management. In addition, certain
accounting and information technology costs are unallocated.
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The table below presents revenues and segment EBITDA for our reportable segments for the three and six months ended June 30, 2009 and
2008.

Three Months Ended
June 30,

Six Months Ended
June 30,

2009 2008 2009 2008
Revenues
Corporate Finance/Restructuring $ 133,970 $ 96,123 $ 261,512 $ 175,406
Forensic and Litigation Consulting 65,502 69,310 132,352 129,565
Strategic Communications 44,550 62,197 87,321 116,811
Technology 59,380 56,275 115,227 112,810
Economic Consulting 57,123 53,765 111,959 110,180

Total Revenues $ 360,525 $ 337,670 $ 708,371 $ 644,772

Segment EBITDA
Corporate Finance/Restructuring $ 47,445 $ 29,624 $ 88,166 $ 51,534
Forensic and Litigation Consulting 16,238 15,717 31,951 30,373
Strategic Communications 5,879 16,428 11,675 29,107
Technology 23,804 21,213 43,130 44,535
Economic Consulting 10,345 13,987 20,664 27,303

Total segment EBITDA $ 103,711 $ 96,969 $ 195,586 $ 182,852

The table below reconciles segment EBITDA to income before income tax provision.

Three Months Ended
June 30,

Six Months Ended
June 30,

2009 2008 2009 2008
Segment EBITDA $ 103,711 $ 96,969 $ 195,586 $ 182,852
Segment depreciation expense (5,550) (4,850) (10,993) (9,482) 
Amortization of intangible assets (6,149) (4,457) (12,199) (7,355) 
Unallocated corporate expenses (20,659) (20,823) (40,410) (40,066) 
Interest income and other 702 2,089 2,755 5,400
Interest expense (11,030) (11,307) (22,043) (22,906) 
Corporate litigation settlement gains �  �  250 �  

Income before income tax provision $ 61,025 $ 57,621 $ 112,946 $ 108,443

16. Supplemental Condensed Consolidating Guarantor and Non-Guarantor Financial Information
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Substantially all of our domestic subsidiaries are guarantors of borrowings under our senior bank credit facility, senior notes and our convertible
notes. The guarantees are full and unconditional and joint and several. All of our guarantors are wholly-owned subsidiaries.
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The following financial information presents condensed consolidating balance sheets, statements of income and statements of cash flow for FTI
Consulting, Inc., all the guarantor subsidiaries, all the non-guarantor subsidiaries and the eliminations necessary to arrive at the consolidated
information for FTI and its subsidiaries. For purposes of this presentation, we have accounted for our investments in our subsidiaries using the
equity method of accounting. The principal eliminating entries eliminate investment in subsidiary and intercompany balances and transactions.

Condensed Consolidating Balance Sheet Information as of June 30, 2009

FTI
Consulting, Inc.

Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

Assets
Cash and cash equivalents $ 146,676 $ 10,085 $ 56,331 $ �  $ 213,092
Accounts receivable, net 114,612 170,082 45,659 �  330,353
Intercompany receivables 42,488 231,174 81,630 (355,292) �  
Other current assets 46,285 20,867 10,223 (6,906) 70,469

Total current assets 350,061 432,208 193,843 (362,198) 613,914
Property and equipment, net 43,426 22,992 10,342 �  76,760
Goodwill 416,005 525,428 235,892 �  1,177,325
Other intangible assets, net 3,765 131,687 48,866 �  184,318
Investments in subsidiaries 1,345,862 849,546 754,316 (2,949,724) �  
Other assets 60,719 164,801 15,839 (115,615) 125,744

Total assets $ 2,219,838 $ 2,126,662 $ 1,259,098 $ (3,427,537) $ 2,178,061

Liabilities
Intercompany payables $ 184,103 $ 80,006 $ 91,183 $ (355,292) $ �  
Other current liabilities 241,009 77,011 28,436 (6,906) 339,550

Total current liabilities 425,112 157,017 119,619 (362,198) 339,550
Long-term debt, net 417,267 920 �  �  418,187
Other liabilities 99,640 38,138 120,342 (115,615) 142,505

Total liabilities 942,019 196,075 239,961 (477,813) 900,242
Stockholders� equity 1,277,819 1,930,587 1,019,137 (2,949,724) 1,277,819

Total liabilities and stockholders� equity $ 2,219,838 $ 2,126,662 $ 1,259,098 $ (3,427,537) $ 2,178,061
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Condensed Consolidating Balance Sheet Information as of December 31, 2008

FTI
Consulting, Inc.

Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

Assets
Cash and cash equivalents $ 131,412 $ 11,663 $ 48,767 $ �  $ 191,842
Accounts receivable, net 87,859 164,198 37,983 �  290,040
Intercompany receivables 74,743 173,048 91,030 (338,821) �  
Other current assets 52,097 21,166 5,523 (8,214) 70,572

Total current assets 346,111 370,075 183,303 (347,035) 552,454
Property and equipment, net 45,089 24,457 9,029 �  78,575
Goodwill 416,302 536,964 198,122 �  1,151,388
Other intangible assets, net 4,284 138,976 46,044 �  189,304
Investments in subsidiaries 1,200,661 818,145 737,504 (2,756,310) �  
Other assets 62,188 146,431 8,538 (101,308) 115,849

Total assets $ 2,074,635 $ 2,035,048 $ 1,182,540 $ (3,204,653) $ 2,087,570

Liabilities
Intercompany payables $ 178,994 $ 83,024 $ 76,803 $ (338,821) $ �  
Other current liabilities 251,939 111,081 51,120 (8,214) 405,926

Total current liabilities 430,933 194,105 127,923 (347,035) 405,926
Long-term debt, net 417,883 709 �  �  418,592
Other liabilities 91,581 35,557 102,984 (101,308) 128,814

Total liabilities 940,397 230,371 230,907 (448,343) 953,332
Stockholders� equity 1,134,238 1,804,677 951,633 (2,756,310) 1,134,238

Total liabilities and stockholders� equity $ 2,074,635 $ 2,035,048 $ 1,182,540 $ (3,204,653) $ 2,087,570
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Condensed Consolidated Statement of Income for the Three Months Ended June 30, 2009

FTI
Consulting, Inc.

Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

Revenues $ 149,520 $ 298,482 $ 65,302 $ (152,779) $ 360,525
Operating expenses
Direct cost of revenues 80,309 224,933 39,985 (151,046) 194,181
Selling, general and administrative expense 43,506 32,235 14,834 (1,733) 88,842
Amortization of other intangible assets 260 4,650 1,239 �  6,149

Operating income 25,445 36,664 9,244 �  71,353
Other (expense) income (9,575) 3,726 (4,479) �  (10,328) 

Income before income tax provision 15,870 40,390 4,765 �  61,025
Income tax provision 6,644 16,959 197 �  23,800
Equity in net earnings of subsidiaries 27,999 3,482 2,183 (33,664) �  

Net income $ 37,225 $ 26,913 $ 6,751 $ (33,664) $ 37,225

Condensed Consolidated Statement of Income for the Three Months Ended June 30, 2008

FTI
Consulting, Inc.

Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

Revenues $ 161,505 $ 255,041 $ 68,083 $ (146,959) $ 337,670
Operating expenses
Direct cost of revenues 85,550 209,583 39,015 (145,982) 188,166
Selling, general and administrative expense 50,073 17,293 11,384 (977) 77,773
Amortization of other intangible assets 282 2,593 1,582 �  4,457

Operating income 25,600 25,572 16,102 �  67,274
Other (expense) income (10,117) (2,140) 2,604 �  (9,653) 

Income before income tax provision 15,483 23,432 18,706 �  57,621
Income tax provision 6,759 10,964 5,090 �  22,813
Equity in net earnings of subsidiaries 26,084 13,616 4 (39,704) �  

Net income $ 34,808 $ 26,084 $ 13,620 $ (39,704) $ 34,808
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Condensed Consolidated Income Statement for the Six Months Ended June 30, 2009

FTI
Consulting, Inc.

Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

Revenues $ 301,638 $ 600,115 $ 116,852 $ (310,234) $ 708,371
Operating expenses
Direct cost of revenues 163,283 458,069 72,490 (307,249) 386,593
Selling, general and administrative expense 85,559 70,798 24,223 (2,985) 177,595
Amortization of other intangible assets 519 9,219 2,461 �  12,199

Operating income 52,277 62,029 17,678 �  131,984
Other income (expense) (20,335) 7,963 (6,666) �  (19,038) 

Income before income tax provision 31,942 69,992 11,012 �  112,946
Income tax provision 13,215 29,350 1,484 �  44,049
Equity in net earnings of subsidiaries 50,170 7,783 4,231 (62,184) �  

Net income $ 68,897 $ 48,425 $ 13,759 $ (62,184) $ 68,897

Condensed Consolidated Income Statement for the Six Months Ended June 30, 2008

FTI
Consulting, Inc.

Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Eliminations Consolidated

Revenues $ 320,578 $ 476,584 $ 122,499 $ (274,889) $ 644,772
Operating expenses
Direct cost of revenues 170,970 393,672 69,470 (273,425) 360,687
Selling, general and administrative expense 99,838 30,529 21,442 (1,464) 150,345
Amortization of other intangible assets 563 4,199 2,593 �  7,355

Operating income 49,207 48,184 28,994 �  126,385
Other income (expense) (18,712) 3,745 (2,975) �  (17,942) 

Income before income tax provision 30,495 51,929 26,019 �  108,443
Income tax provision 13,465 22,845 6,625 �  42,935
Equity in net earnings of subsidiaries 48,478 19,393 5,561 (73,432) �  

Net income $ 65,508 $ 48,477 $ 24,955 $ (73,432) $ 65,508

20

Edgar Filing: FTI CONSULTING INC - Form 10-Q

Table of Contents 30



Table of Contents

FTI Consulting, Inc. and Subsidiaries

Notes to Condensed Consolidated Financial Statements�(Continued)

(amounts in tables expressed in thousands, except per share data)

Unaudited

Condensed Consolidating Statement of Cash Flow for the Six Months Ended June 30, 2009

FTI
Consulting, Inc.

Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Consolidated

Operating activities
Net cash provided by (used in) operating activities $ 49,287 $ (8,171) $ 5,638 $ 46,754
Investing activities
Payments for acquisition of businesses, net of cash received (36,372) �  (1,282) (37,654) 
Purchases of property and equipment and other (3,178) (5,887) (2,315) (11,380) 

Net cash used in investing activities (39,550) (5,887) (3,597) (49,034) 

Financing activities
Payments of long-term debt and capital leases (108) (443) �  (551) 
Cash received for settlement of interest rate swaps 2,288 �  �  2,288
Issuance of common stock and other 13,098 �  �  13,098
Excess tax benefits from share based equity 2,761 �  �  2,761
Intercompany transfers (12,512) 12,923 (411) �  

Net cash provided by (used in) financing activities 5,527 12,480 (411) 17,596

Effects of exchange rate changes and fair value adjustments
on cash �  �  5,934 5,934

Net increase (decrease) in cash and cash equivalents 15,264 (1,578) 7,564 21,250
Cash and cash equivalents, beginning of period 131,412 11,663 48,767 191,842

Cash and cash equivalents, end of period $ 146,676 $ 10,085 $ 56,331 $ 213,092
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Condensed Consolidating Statement of Cash Flow for the Six Months Ended June 30, 2008

FTI
Consulting, Inc.

Guarantor
Subsidiaries

Non-Guarantor
Subsidiaries Consolidated

Operating activities
Net cash provided by operating activities $ 42,621 $ 7,828 $ 6,515 $ 56,964
Investing activities
Payments for acquisition of businesses, net of cash received (218,527) (3,860) (2,796) (225,183) 
Purchases of property and equipment and other (3,261) (12,965) (2,676) (18,902) 

Net cash used in investing activities (221,788) (16,825) (5,472) (244,085) 

Financing activities
Payments of long-term debt and capital leases (7,147) (92) �  (7,239) 
Issuance of common stock and other 12,006 �  �  12,006
Excess tax benefits from share based equity 4,682 �  �  4,682
Intercompany transfers (18,895) 9,935 8,960 �  

Net cash (used in) provided by financing activities (9,354) 9,843 8,960 9,449

Effect of exchange rate changes on cash 55 �  (272) (217) 

Net (decrease) increase in cash and cash equivalents (188,466) 846 9,731 (177,889) 
Cash and cash equivalents, beginning of period 328,505 1,273 30,685 360,463

Cash and cash equivalents, end of period $ 140,039 $ 2,119 $ 40,416 $ 182,574
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Item 2. Management�s Discussion and Analysis Of Financial Condition And Results Of Operations
The following is a discussion and analysis of our consolidated financial condition and results of operations for the three and six month periods
ended June 30, 2009 and 2008 and significant factors that could affect our prospective financial condition and results of operations. This
discussion should be read together with the accompanying unaudited condensed consolidated financial statements and related notes and with our
Annual Report on Form 10-K for the year ended December 31, 2008. Historical results and any discussion of prospective results may not
indicate our future performance. See �Forward Looking Statements.�

On January 1, 2009 we adopted FSP APB 14-1, �Accounting for Convertible Debt Instruments that May Be Settled in Cash Upon Conversion
(including Partial Cash Settlement)� (�FSP APB 14-1�). As a result of the adoption of FSP APB 14-1, certain prior period amounts have been
retrospectively adjusted. Refer to Note 2 to the condensed consolidated financial statements for additional information.

BUSINESS OVERVIEW

We are a leading global business advisory firm dedicated to helping organizations protect and enhance their enterprise value. We work closely
with our clients to help them anticipate, understand, manage and overcome complex business matters arising from such factors as the economy,
financial and credit markets, governmental regulation and legislation and litigation. We assist clients in addressing a broad range of business
challenges such as bankruptcy, restructuring, credit issues and indebtedness, mergers and acquisitions (M&A), interim business management,
electronic discovery, the management and retrieval of electronically stored information, reputation management and strategic communications.
Our experienced teams of professionals include many individuals who are widely recognized as experts in their respective fields. We believe
clients retain us because of our recognized expertise and capabilities in highly specialized areas as well as our reputation for satisfying client
needs.

We report financial results for the following five operating segments:

The Corporate Finance/Restructuring segment focuses on strategic, operational, financial and capital needs of businesses around the world
and provides consulting and advisory services relating to turnaround, bankruptcy, performance improvement, lending solutions, financial and
operational restructuring, restructuring advisory, M&A, transaction advisory and interim management.

The Forensic and Litigation Consulting segment provides law firms, companies, government clients and other interested constituencies with
dispute advisory, investigations, forensic accounting, business intelligence assessments and risk mitigation services.

The Strategic Communications segment provides advice and consulting services relating to financial communications, brand communications,
public affairs and reputation management and business consulting.

The Technology segment provides products, services and consulting to law firms, companies, courts and government agencies worldwide with
the principal business focus on the collection, preservation, review and production of electronically stored information.

The Economic Consulting segment provides law firms, companies, government entities and other interested parties with analysis of complex
economic issues for use in legal and regulatory proceedings, anti-trust and competition matters, strategic decision making, international
arbitration and public policy debates in the U.S. and internationally.

We derive substantially all of our revenues from providing professional services to both U.S. and global clients. Over the past several years the
growth in our revenues and profitability has resulted from the acquisitions we have completed and from our ability to attract new and recurring
engagements.
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Most of our services are rendered under time and expense arrangements that require the client to pay us a fee for the hours that we incur at
agreed upon rates. Under this arrangement we also bill our clients for reimbursable expenses, which may include the cost of producing our work
product, and other direct expenses that we incur on behalf of the client, such as travel costs. We also render services for which the client is
required to pay us a fixed monthly fee or recurring retainer. These arrangements are generally cancellable at any time. Some of our engagements
contain performance-based arrangements in which we earn a success fee when and if certain predefined outcomes occur. This type of success fee
may supplement a time-and-expense or fixed-fee arrangement. Success fee revenues may cause significant variations in our revenues and
operating results due to the timing of achieving the performance-based criteria. In our Technology segment, certain clients are also billed based
on the amount of data stored on our electronic systems, the volume of information processed and the number of users licensing our Ringtail® and
Attenex® products for installation within their own environments. The licensing of these products is sold directly to end users as well as
indirectly through our channel partner relationships. While our business has evolved over the last several years, seasonal factors, such as the
timing of our clients� vacations and holidays, continue to impact the timing of our revenues.

Our financial results are primarily driven by:

� the number and size of engagements we secure;

� the rate per hour or fixed charges we charge our clients for services;

� the utilization rates of the revenue-generating professionals we employ;

� the number of revenue-generating professionals;

� fees from clients on a retained basis; and

� licensing of our software products and other technology services.
We define EBITDA as operating income before depreciation and amortization of intangible assets plus non-operating litigation settlements.
Although EBITDA is not a measure of financial condition or performance determined in accordance with generally accepted accounting
principles (GAAP), we believe that it can be a useful operating performance measure for evaluating our results of operations as compared from
period to period and as compared to our competitors. EBITDA is a common alternative measure of operating performance used by investors,
financial analysts and credit rating agencies to value and compare the financial performance of companies in our industry. We use EBITDA to
evaluate and compare the operating performance of our segments and it is one of the primary measures used to determine employee bonuses. We
also use EBITDA to value the businesses we acquire or anticipate acquiring. EBITDA is not defined in the same manner by all companies and
may not be comparable to other similarly titled measures of other companies unless the definition is the same. This non-GAAP measure should
be considered in addition to, but not as a substitute for or superior to, the information contained in our statements of income.

We evaluate the performance of our operating segments based on operating income excluding depreciation, amortization of other intangible
assets, unallocated corporate expenses plus non-operating litigation settlements, which we refer to as �segment EBITDA.� Segment EBITDA
consists of the revenues generated by that segment, less the direct costs of revenues and selling, general and administrative costs that are
incurred directly by that segment as well as an allocation of certain centrally managed costs, such as information technology services,
accounting, marketing and facility costs. Although segment EBITDA is not a measure of financial condition or performance determined in
accordance with GAAP, we use it to evaluate and compare the operating performance of our segments and it is one of the primary measures
used to determine employee incentive compensation. Unallocated corporate expenses include costs related to centrally managed administrative
functions which have not been allocated to the segments. These administrative costs include corporate office support costs, human resources,
legal and company-wide business development functions, as well as costs related to overall corporate management. In addition, certain
accounting and information technology costs are unallocated.
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EXECUTIVE HIGHLIGHTS

Three Months Ended
June 30,

Six Months Ended
June 30,

2009 2008 2009 2008
(in thousands, except per share amounts)

Revenues $ 360,525 $ 337,670 $ 708,371 $ 644,772
Operating income 71,353 67,274 131,984 126,385
Net income 37,225 34,808 68,897 65,508
Earnings per common share�diluted 0.69 0.65 1.29 1.23
EBITDA 84,579 77,556 158,542 145,590
Cash provided by operating activities 55,288 67,074 46,754 56,964
Total number of employees at June 30, 3,414 3,144 3,414 3,144
Throughout the following discussion, we refer to organic and acquisition revenue growth. We define acquisition growth as the results of
operations of acquired companies in the first year following the effective date of an acquisition. Our definition of organic growth is the change in
the results of operations excluding the impact of acquisitions.

Second Quarter 2009 Executive Highlights

The key financial measures for the Company�s second quarter all showed improvement from the prior year quarter. Revenues for the quarter
ended June 30, 2009 increased 6.8% to $360.5 million, compared to $337.7 million in the prior year. Excluding the estimated negative impact of
foreign currency translation, which was primarily due to the weakening of the British pound relative to the U.S. dollar, the Company
experienced a 10.3% growth rate. The Company grew organically at 1.5%. The balance of revenue growth was from acquisitions completed
during 2008, particularly, in the Corporate Finance/Restructuring, Strategic Communications and Technology segments.

The higher revenues and operating income in the quarter were driven primarily by significant growth in the Company�s restructuring practice
and, to a lesser extent, by the continued work related to several large financial fraud cases. These served to offset recessionary pressures on
discretionary activities such as corporate communications and litigation, as well as weaker activity levels related to global capital markets such
as communications and anti-trust work in M&A transactions, IPOs and real estate transactions.

The strong organic revenue growth experienced by the Company�s Corporate Finance/Restructuring segment continued through the second
quarter of 2009 and was supplemented by revenue from acquired businesses. The segment continued to be active in restructuring assignments in
a broad range of industries being impacted by the global credit crisis such as automotive, homebuilding/real estate/construction, financial
services and retail markets. More recently, restructuring activity has spread to the high technology, media and entertainment/leisure sectors.
Segment growth was also enhanced by accelerating revenue from the UK restructuring practice which has increased headcount and expanded its
range of offerings to meet strong demand for its services, as well as strong initial contribution from our newly-established restructuring practice
in Toronto, which is experiencing demand for its services from Canada and Latin America. Profitability in the segment was strong as robust
demand drove higher utilization and billing rates which more than offset declines in utilization of Transaction Advisory Services and real estate
consulting due to the weakened capital markets compared to last year.

The Forensic and Litigation Consulting segment, which relies on litigation and regulatory investigations and proceedings, reported lower
revenues as activities related to several large financial fraud investigations and strong performances by its intellectual property and regulated
industry practices were offset by lower levels of litigation and regulatory activity due to the challenging global economic environment and by
the slowdown in regulatory investigations as the new Presidential administration begins to take a more active role in business affairs and the
financial markets. Margins in the segment improved year over year and sequentially due to strong management of expenses and headcount.
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Revenues and operating income of the Technology segment increased year over year and continued to improve sequentially. This segment has
collaborated with the Forensic and Litigation Consulting segment on several large financial fraud investigations and has seen strong demand for
second requests associated with strategic M&A, revenues from which have offset the reduced contributions from large product liability cases in
the same period a year ago. Profitability in the segment increased over the prior year as higher consulting utilization and volumes of unit
processing have more than compensated for greater discounting of unit based pricing resulting from increases in market competition.

Economic Consulting experienced a lower level of strategic M&A activity compared to the same period last year, which was only partially offset
by increased anti-trust investigations and contract disputes following in the wake of the recession and credit crisis, and initial contributions from
recently opened offices in the UK and U.S. Margins in the segment were negatively impacted by a slower commencement of new engagements,
the cost of expansion of activities into new international markets and infrastructure investments being made to support the segment�s anticipated
growth.

The Strategic Communications segment, which generates a significant amount of business within the capital markets, was negatively impacted
in the quarter by the dramatically slower volume of M&A transactions and IPO work and the continued impact of the global recession, which
caused a decline in revenues related to capital markets work and reduced fees from retained clients. In addition, the segment, which has the
greatest proportion of revenues outside the U.S., experienced a significant impact from the appreciation of the U.S. dollar against other
currencies in the second quarter, particularly the British Pound. Steps taken by the segment to reduce headcount levels in response to lower
demand have only partially offset the impact of the lower revenues.

As a result of the above, EBITDA increased by $7.0 million, or 9.1%, to $84.6 million compared to $77.6 million in the same period last year.
EBITDA was 23.5% of revenue in the 2009 second quarter compared to 23.0% of revenue in the 2008 period.

Earnings per diluted share were $0.69 compared to $0.65 in the prior year period reflecting increased operating earnings. The estimated quarter
over quarter foreign currency translation impact of a stronger U.S. dollar, primarily against the British pound, reduced earnings per diluted share
by $0.02 in the quarter.

Cash provided by operating activities in the three months ended June 30, 2009 was $55.3 million compared to $67.1 million provided in the
prior year, reflecting higher earnings and stronger accounts receivable collections, offset by an increase in compensation-related costs and
income tax payments.

Total headcount increased by 270, or 8.6%, to 3,414 employees through a combination of hiring to support the growth of the business and the
retention of employees who joined the Company through acquired businesses.
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CONSOLIDATED RESULTS OF OPERATIONS

Three Months Ended
June 30,

Six Months Ended
June 30,

2009 2008 2009 2008
(in thousands, except per share amounts)

Revenues
Corporate Finance/Restructuring $ 133,970 $ 96,123 $ 261,512 $ 175,406
Forensic and Litigation Consulting 65,502 69,310 132,352 129,565
Strategic Communications 44,550 62,197 87,321 116,811
Technology 59,380 56,275 115,227 112,810
Economic Consulting 57,123 53,765 111,959 110,180

Total revenues $ 360,525 $ 337,670 $ 708,371 $ 644,772

Operating income
Corporate Finance/Restructuring $ 45,042 $ 27,492 $ 83,417 $ 48,841
Forensic and Litigation Consulting 15,050 14,278 29,508 27,797
Strategic Communications 3,742 14,572 7,618 25,378
Technology 18,805 18,720 33,111 39,137
Economic Consulting 9,373 13,035 18,740 25,298

Segment operating income 92,012 88,097 172,394 166,451
Unallocated corporate expenses (20,659) (20,823) (40,410) (40,066) 

Operating income 71,353 67,274 131,984 126,385

Other income (expense)
Interest income and other 702 2,089 2,755 5,400
Interest expense (11,030) (11,307) (22,043) (22,906) 
Litigation settlement gains (losses), net �  (435) 250
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