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(Exact Name of Registrant as Specified in its Charter)

Maryland 52-1261113
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organization) 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 April 30, 2009
Common stock, par value $0.01 per share 51,335,240
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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

Assets

Current assets

Cash and cash equivalents

Accounts receivable:

Billed receivables

Unbilled receivables

Allowance for doubtful accounts and unbilled services

Accounts receivable, net

Notes receivable

Prepaid expenses and other current assets
Deferred income taxes

Total current assets

Property and equipment, net of accumulated depreciation
Goodwill

Other intangible assets, net of amortization

Notes receivable, net of current portion

Other assets

Total assets

Liabilities and Stockholders Equity
Current liabilities

Accounts payable, accrued expenses and other
Accrued compensation

Current portion of long-term debt and capital lease obligations

Billings in excess of services provided

Total current liabilities

Long-term debt and capital lease obligations, net of current portion

Deferred income taxes
Other liabilities

Total liabilities

Commitments and contingent liabilities (notes 9, 11 and 12)

Stockholders equity

Preferred stock, $0.01 par value; shares authorized 5,000; none outstanding

Table of Contents

March 31,
2009
(Unaudited)

$ 157,695

255,071
127,241
(58,641)

323,671
17,043
27,647
24,372

550,428
76,265
1,143,689
184,137
58,176
58,515

$2,071,210

$ 67,869
97,654
146,331
28,267

340,121
418,572
88,067
47,722

894,482

December 31,
2008 (a)

$ 191,842

237,009
98,340
(45,309)

290,040
15,145
31,055
24,372

552,454
78,575
1,151,388
189,304
56,500
59,349

$ 2,087,570

$ 109,036
133,103
132,915

30,872

405,926
418,592
83,777
45,037

953,332
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Common stock, $0.01 par value; shares authorized 75,000; shares issued and outstanding 51,326 (2009) and

50,934 (2008) 513
Additional paid-in capital 752,059
Retained earnings 510,554
Accumulated other comprehensive income (86,398)
Total stockholders equity 1,176,728
Total liabilities and stockholders equity $2,071,210

509
735,180
478,882
(80,333)

1,134,238

$ 2,087,570

(a) 2008 has been retrospectively adjusted for the adoption of FASB Staff Position No. APB 14-1, Accounting for Convertible Debt
Instruments that May be Settled in Cash Upon Conversion (Including Partial Cash Settlement). See Note 2 for additional details.

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
March 31,
2009 2008 (a)

Revenues $ 347,846 $ 307,102
Operating expenses
Direct cost of revenues 192,412 172,521
Selling, general and administrative expense 88,753 72,572
Amortization of other intangible assets 6,050 2,898

287,215 247,991
Operating income 60,631 59,111
Other income (expense)
Interest income and other 2,053 3,311
Interest expense (11,013) (11,599)
Litigation settlement gains (losses), net 250 (D

(8,710) (8,289)

Income before income tax provision 51,921 50,822
Income tax provision 20,249 20,122
Net income $ 31,672 $ 30,700
Earnings per common share basic $ 063 $ 0.64
Earnings per common share diluted $ 0.60 $ 058

(a) 2008 has been retrospectively adjusted for the adoption of FASB Staff Position No. APB 14-1, Accounting for Convertible Debt
Instruments that May be Settled in Cash Upon Conversion (Including Partial Cash Settlement). See Note 2 for additional details.
See accompanying notes to the condensed consolidated financial statements
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FTI Consulting, Inc. and Subsidiaries
Condensed Consolidated Statement of Stockholders Equity and Comprehensive Income

(in thousands)

Unaudited
Common Stock Accumulated
Additional Other
Paid-in Retained Comprehensive
Shares Amount Capital Earnings Income Total
Balance January 1, 2009 (a) 50,934 $ 509 $ 735,180 $478,882 $ (80,333) $1,134,238
Comprehensive income:
Cumulative translation adjustment, net of income taxes of $0 (6,065) (6,065)
Net income 31,672 31,672
Total comprehensive income 25,607
Issuance of common stock in connection with:
Exercise of options, including income tax benefit of $201 53 1 1,423 1,424
Employee stock purchase plan 138 1 5,236 5,237
Restricted share grants, less net settled shares of 12 201 2 (532) (530)
Stock units issued under incentive compensation plan 5,308 5,308
Business combinations (130) (130)
Share-based compensation 5,574 5,574
Balance March 31, 2009 51,326 $ 513 $ 752,059 $510.554 $ (86,398) $1,176,728

(a) Retrospectively adjusted for the adoption of FASB Staff Position No. APB 14-1, Accounting for Convertible Debt Instruments that May
be Settled in Cash Upon Conversion (Including Partial Cash Settlement). See Note 2 for additional details.
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
Operating activities
Net income
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation

Amortization of other intangible assets

Provision for doubtful accounts

Non-cash share-based compensation

Excess tax benefits from share-based compensation
Non-cash interest expense

Other

Changes in operating assets and liabilities, net of effects from acquisitions:
Accounts receivable, billed and unbilled

Notes receivable

Prepaid expenses and other assets

Accounts payable, accrued expenses and other
Income taxes

Accrued compensation

Billings in excess of services provided

Net cash used in operating activities

Investing activities

Payments for acquisition of businesses, including contingent payments and acquisition costs, net of cash received
Purchases of property and equipment

Other

Net cash used in investing activities
Financing activities
Payments of long-term debt and capital lease obligations

Issuance of common stock under equity compensation plans
Excess of tax benefits from share-based compensation

Net cash provided by financing activities
Effect of exchange rate changes and fair value adjustments on cash and cash equivalents

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period
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Three Months Ended
March 31,
2009 2008 (a)
$ 31,672 $ 30,700
7,032 6,026
6,050 2,898
6,788 4,546
6,445 6,706
(185) (2,642)
1,854 1,749
62 (184)
(41,148) (59,084)
(3,836) 1,655
943 (1,974)
(2,896) 1,006
9,614 17,395
(28,403) (18,077)
(2,526) (830)
(8,534) (10,110)
(25,742) (93,636)
(4,459) (7,525)
173 (27,371)
(30,028) (128,532)
(322) (6,335)
5,930 8,582
185 2,642
5,793 4,889
(1,378) 358
(34,147) (133,395)
191,842 360,463
$ 157,695 $ 227,068
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Supplemental cash flow disclosures

Cash paid for interest $ 3,024
Cash paid for income taxes, net of refunds 10,635
Non-cash investing and financing activities:

Issuance of common stock to acquire businesses

Issuance of stock units under incentive compensation plans 5,308
Issuance of notes payable as contingent consideration 12,778

$

(a) 2008 has been retrospectively adjusted for the adoption of FASB Staff Position No. APB 14-1, Accounting for Convertible Debt
Instruments that May be Settled in Cash Upon Conversion (Including Partial Cash Settlement). See Note 2 for additional details.

See accompanying notes to the condensed consolidated financial statements
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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 condensed consolidated financial statements and the notes contained in our Annual Report on Form 10-K for the
year ended December 31, 2008.

2. Retrospective Adjustment of Consolidated Financial Statements

As of January 1, 2009, we adopted 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 addresses the accounting for convertible debt that may be
settled in cash upon conversion. FSP APB 14-1 requires issuers of convertible debt instruments that may be settled in cash upon conversion
(including partial cash settlement) to separately account for the liability and equity (conversion feature) components of the instruments. As a
result, interest expense is imputed and recognized based on the issuer s nonconvertible borrowing rate. Our 3/4% Convertible Senior
Subordinated Notes due 2012 issued in August 2005 ( Convertible Notes ) are subject to FSP APB 14-1. The adoption of FSP APB 14-1 requires
retrospective application of its effects to all previous years. The assumed nonconvertible interest rate on the Convertible Notes was 7 3/8%
resulting in an implied discount of $31.3 million on the date of issuance. In addition, capitalized note issue costs were allocated between the
liability and equity components of the Convertible Notes resulting in a reduction in other assets of $1.2 million. The offset to these adjustments
was an increase in additional paid in capital of $18.1 million and deferred tax liability of $12.0 million. The implied discount of $31.3 million is
amortized over the life of the Convertible Notes using the effective interest method, resulting in an increase in interest expense of $4.1 million,
$3.8 million, and $3.5 million and a decrease in net income of $2.4 million, $2.3 million, and $2.1 million for the years ended December 31,
2008, 2007, and 2006, respectively. In addition, retrospective adoption of FSP APB 14-1 decreased basic earnings per share by $0.05, $0.05 and
$0.06 and decreased fully diluted earnings per share by $0.05, $0.05 and $0.05 for the years ended December 31, 2008, 2007 and 2006,
respectively. The cumulative effect of this accounting change for years prior to 2009 was to decrease net income and thus retained earnings by
$7.6 million.

Table of Contents 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

The following table details the impact of this retrospective adjustment on the Condensed Consolidated Income Statement for the three months

ended March 31, 2008.

Revenues

Operating expenses

Direct cost of revenues

Selling, general and administrative expense
Amortization of other intangible assets

Operating income

Other income (expense)
Interest income and other
Interest expense

Litigation settlement losses, net

Income before income tax provision
Income tax provision

Net income
Earnings per common share basic

Earnings per common share diluted
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Three Months Ended March 31, 2008

As
Previously
Reported
$307,102

172,521
72,572
2,898

247,991

59,111

3311
(10,618)
(1)
(7,308)

51,803
20,514

$ 31,289

$ 065

$ 059

Effect of
FSP
APB 14-1
$
(981)
(981)
(981)
(392)
$ (589)

As
Retrospectively
Adjusted
$ 307,102

172,521
72,572
2,898

247,991

59,111

3311
(11,599)
M
(8,289)

50,822
20,122

$ 30,700

$ 0.64

$ 0.58
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Table of Conten
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 details the impact of this retrospective adjustment on the Condensed Consolidated Balance Sheet at December 31, 2008.

As Previously

Reported
Assets
Current assets
Cash and cash equivalents $ 191,842
Accounts receivable, net 290,040
Notes receivable 15,145
Prepaid expenses and other current assets 31,055
Deferred income taxes 24,372
Total current assets 552,454
Property and equipment, net of accumulated depreciation 78,575
Goodwill 1,151,388
Other intangible assets, net of amortization 189,304
Notes receivable, net of current portion 56,500
Other assets 59,948
Total assets $ 2,088,169
Liabilities and Stockholders Equity
Current liabilities
Accounts payable, accrued expenses and other $ 109,036
Accrued compensation 133,103
Current portion of long-term debt and capital lease obligations 150,898
Billings in excess of services provided 30,872
Total current liabilities 423,909
Long-term debt and capital lease obligations, net of current portion 418,592
Deferred income taxes 76,804
Other liabilities 45,037
Total liabilities 964,342
Commitments and contingent liabilities (notes 9, 11 and 12)
Stockholders equity
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 51,326 (2009) and 50,934 (2008) 509
Additional paid-in capital 717,158
Retained earnings 486,493
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Effect of
FSP
APB 14-1

(599)

(599)

(17,983)

(17,983)

6,973

(11,010)

18,022
(7,611)

December 31, 2008

As

Retrospectively

$

$

Adjusted

191,842
290,040
15,145
31,055
24,372

552,454
78,575
1,151,388
189,304
56,500
59,349

2,087,570

109,036
133,103
132,915

30,872

405,926
418,592
83,777
45,037

953,332

509
735,180
478,882

12
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Accumulated other comprehensive income
Total stockholders equity

Total liabilities and stockholders equity
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(80,333)

1,123,827

$ 2,088,169

10,411

(599)

$

(80,333)
1,134,238

2,087,570

13



Edgar Filing: FTI CONSULTING INC - Form 10-Q

Table of Conten
FTI Consulting, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements (Continued)
(amounts in tables expressed in thousands, except per share data)

Unaudited

3. Recent Accounting Pronouncements

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 No. 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.

Other recent accounting pronouncements issued by the FASB (including its Emerging Issues Task Force), the American Institute of Certified
Public Accountants (AICPA) and the SEC did not or are not believed by management to have a material impact on our present or future
consolidated financial statements.

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 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
March 31,

2009 2008
Numerator basic and diluted
Net income $31,672 $ 30,700
Denominator
Weighted average number of common shares outstanding basic 50,171 48,325
Effect of dilutive stock options 1,105 1,631
Effect of dilutive convertible notes 1,424 2,309
Effect of dilutive restricted shares 279 452

52,979 52,717
Earnings per common share basic $ 063 $ 0.64
Earnings per common share diluted $ 060 $ 0.8

Table of Contents 14



Edgar Filing: FTI CONSULTING INC - Form 10-Q

Antidilutive stock options and restricted shares 931 177
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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

5. Comprehensive Income

The following table sets forth the components of comprehensive income.

Three Months Ended
March 31,
2009 2008

Net income $31,672 $ 30,700
Other comprehensive income, net of tax:

Cumulative translation adjustment (6,065) 434
Unrealized gain on cash equivalents 55
Comprehensive income $ 25,607 $31,189

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 $6.8 million and $4.5 million for the three months ended March 31,
2009 and 2008.

7. Research and Development Costs

Research and development costs related to software development charged to expense totaled $5.4 million and $3.0 million, respectively, for the
three months ended March 31, 2009 and 2008. Research and development costs are included in selling, general and administrative expense on
the Condensed Consolidated Statements of Income in 2009. For the three months ended March 31, 2008, $2.5 million of research and
development expenses were classified as direct cost of revenues, and $0.5 million 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. We have entered into $60 million notional amount of interest rate swaps which effectively convert $60 million of our 7 5/8% senior
notes due 2013 from a fixed rate to a variable rate. We have designated these interest rate swaps 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 (SFAS
133). The interest rate swaps qualify for hedge accounting using the short-cut method under SFAS 133 which assumes no hedge ineffectiveness.
As a result, the changes in fair value of the interest rate swaps and the changes in the fair value of the hedged debt are assumed to be equal and
offsetting and have no effect on our results of operations.

Fair value of financial instruments

Table of Contents 16
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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

11

Table of Contents 17



Edgar Filing: FTI CONSULTING INC - Form 10-Q

Table of Conten
FTI Consulting, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements (Continued)
(amounts in tables expressed in thousands, except per share data)

Unaudited

respective assets and liabilities at March 31, 2009, based on the short-term nature of the assets and liabilities. The fair value of our long-term
debt at March 31, 2009 was $669.8 million compared to a carrying value of $563.5 million. We determined the fair value of our long-term debt
based on quoted market prices for our 7 3/8% senior notes due 2013, 7 3/4% senior notes due 2016, and 3 3/4% convertible senior subordinated
notes due 2012.

The fair value of our interest rate swaps is $2.6 million and $2.9 million at March 31, 2009 and December 31, 2008, respectively. The fair value
is based on estimates to settle the agreements as of the balance sheet date and is presented in the table below.

Quoted Prices Significant L.
in Active Other Significant
Markets for Observable Unobservable
Identical Assets Inputs Inputs
Description (Level 1) (Level 2) (Level 3) Total
As of March 31, 2009
Interest rate swaps (Other assets) $ $ 2,646 $ $2,646
Total assets $ $ 2,646 $ $ 2,646
Hedge adjustment on long term debt (Long term debt) $ $ 2,646 $ $ 2,646
Total liabilities $ $ 2,646 $ $ 2,646
As of December 31, 2008
Interest rate swaps (Other assets) $ $ 2,884 $ $2,884
Total assets $ $ 2,884 $ $2,884
Hedge adjustment on long term debt (Long term debt) $ $ 2,884 $ $2,884
Total liabilities $ $ 2,884 $ $2,884

9. Acquisitions

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 the stock restrictions lapse (the determination date ). The future settlement of any
contingency related to security price will be recorded as a reduction to additional paid-in capital. During the first quarter of 2009, we paid $0.1
million in relation to the price protection provision on certain shares that became unrestricted, which was recorded as a reduction to additional
paid-in capital. Our remaining 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.

12
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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

10. Goodwill and Other Intangible Assets

The changes in the carrying amounts of goodwill by business segment for the three months ended March 31, 2009, are as follows:

Corporate Forensic and
Finance/ Litigation Strategic Economic
Restructuring Consulting  Communications Technology Consulting Total

Balance January 1, 2009 $ 389934 $ 189,129 § 262,740 $ 118,541 $ 191,044 $1,151,388
Goodwill acquired during the period

Contingent consideration 66 (810) (113) (857)
Adjustments to allocation of purchase price (3,066) (132) (3,198)
Foreign currency translation adjustment and other (65) (434) (3,201) 63 7 (3,644)
Balance March 31, 2009 $ 386803 $ 188761 $ 258,597 $ 118,604 $ 190,924  $1,143,689

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 $2.9 million, for the three months ended March 31, 2009 and 2008, respectively. Based solely
on the amortizable intangible assets recorded as of March 31, 2009, we estimate amortization expense to be $17.7 million during the remainder
of 2009, $21.3 million in 2010, $20.4 million in 2011, $19.9 million in 2012, $17.0 million in 2013, $9.4 million in 2014, and $52.8 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.

March 31, 2009 December 31, 2008
Useful Gross Gross
Life Carrying Accumulated Carrying Accumulated
in Years Amount Amortization Amount Amortization
Amortized intangible assets
Contract Backlog 1 $ 267 $ 88 $ 273 $ 23
Customer relationships 3to 15 133,259 22,695 133,113 19,897
Non-competition agreements 1to 10 17,697 6,449 17,194 5,735
Software 5t06 37,700 8,134 37,700 6,401
Tradenames 1to5 9,643 2,741 9,555 2,153
198,566 40,107 197,835 34,209
Unamortized intangible assets
Tradenames Indefinite 25,678 25,678

$ 224,244 $ 40,107 $223,513 $ 34209

Table of Contents 19
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Table of Conten
FTI Consulting, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements (Continued)
(amounts in tables expressed in thousands, except per share data)
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11. Long-term Debt and Capital Lease Obligations

7°/8% senior notes due 2013, including a fair value hedge adjustment of $2,646 March 31, 2009 and
$2,884 December 31, 2008

73/4% senior notes due 2016

33/4% convertible senior subordinated notes due 2012, net of discount of $16,865 March 31, 2009 and
$17,983 December 31, 2008

Notes payable to former shareholders of acquired business

Total debt
Less current portion

Long-term debt, net of current portion

Total capital lease obligations
Less current portion

Capital lease obligations, net of current portion

Long-term debt and capital lease obligations, net of current portion

March 31, December 31,
2009 2008

$202,646 $ 202,834

215,000 215,000
133,084 131,968
12,789 47
563,519 549,899
145,873 132,015
417,646 417,884
1,384 1,608
458 900
926 708

$418,572 $ 418,592

As of January 1, 2009, we adopted FSP APB 14-1 which addresses the accounting and disclosure requirements for convertible debt that may be

settled in cash upon conversion. Our Convertible Notes are subject to FSP APB 14-1.

The face amount of the Convertible Notes was $149.9 million and $150.0 million as of March 31, 2009 and December 31, 2008, respectively.
The difference between the face amount and carrying amount of $16.9 million and $18.0 million represents the implied discount on the
Convertible Notes as of March 31, 2009 and December 31, 2008, respectively, which will be amortized over the remaining term of the Notes
through June 30, 2012 using the effective interest method. The effective interest rate on the Convertible Notes is 7%/8%. As of March 31, 2009
and December 31, 2008, the carrying amount of the equity component of the Convertible Notes was $18.0 million. The components of interest

cost on the Convertible Notes for the three months ended March 31, 2009 and 2008 were as follows:

Contractual interest
Amortization of debt discount
Amortization of deferred note issue costs

Total interest expense

Table of Contents

Three Months Ended
March 31,
2009 2008
$ 1,406 $ 1,406
1,118 1,036
160 160

$ 2,684 $ 2,602
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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 July 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 and April 15, 2009.
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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 excess of our
stock price as determined by the calculation set forth in the Indenture and the conversion price per share of $31.25 times 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 March 31, 2009,

the Convertible Notes conversion value exceeds its principal amount by $79.2 million.

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 $1.2 million for 2010, $2.1 million for 2011, $2.1 million for 2012, $2.0 million for 2013 and $24.9 million thereafter.

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

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 three months ended March 31, 2009, share-based awards included
stock option grants of 265,750, restricted stock awards of 257,761 and stock units of 111,850.

Total share-based compensation expense for the three months ended March 31, 2009 and 2008 is detailed in the following table.

Three Months Ended
March 31,
Income Statement Classification 2009 2008
Direct cost of revenues $ 2,830 $ 3,759
Selling, general and administrative expense 3,615 2,947
Total share-based compensation expense $ 6,445 $ 6,706

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 March 31, 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
March 31, 2009, our accrual for the payment of tax-related interest and penalties was not material.
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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, 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, strategic decision making 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 and including 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.

16
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The table below presents revenues and segment EBITDA for our reportable segments for the three months ended March 31, 2009 and 2008.

Revenues

Corporate Finance/Restructuring
Forensic and Litigation Consulting
Strategic Communications
Technology

Economic Consulting

Total Revenues

Segment EBITDA

Corporate Finance/Restructuring
Forensic and Litigation Consulting
Strategic Communications
Technology

Economic Consulting

Total segment EBITDA

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

Segment EBITDA

Segment depreciation expense
Amortization of intangible assets
Unallocated corporate expenses
Interest income and other

Interest expense

Corporate litigation settlement gains

Income before income tax provision

16. Supplemental Condensed Consolidating Guarantor and Non-Guarantor Financial Information
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Three Months Ended
March 31,
2009 2008
$ 127,542 $ 79,283
66,850 60,255
42,771 54,614
55,847 56,535
54,836 56,415
$ 347,846 $ 307,102
$ 40,721 $ 21,910
15,713 14,656
5,796 12,679
19,326 23,322
10,319 13,316
$ 91,875 $ 85,883
Three Months Ended
March 31,
2009 2008
$ 91,875 $ 85,883
(5,443) (4,632)
(6,050) (2,898)
(19,751) (19,243)
2,053 3,311
(11,013) (11,599)
250
$ 51,921 $ 50,822
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Substantially all of our domestic subsidiaries are guarantors of borrowings under our 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 March 31, 2009

FTI Guarantor Non-Guarantor

Consulting, Inc. Subsidiaries Subsidiaries Eliminations Consolidated
Assets
Cash and cash equivalents $ 102,289 $ 8,203 $ 47,203 $ $ 157,695
Accounts receivable, net 118,183 167,891 37,597 323,671
Intercompany receivables 22,896 187,682 78,372 (288,950)
Other current assets 47,165 19,127 6,723 (3,953) 69,062
Total current assets 290,533 382,903 169,895 (292,903) 550,428
Property and equipment, net 44,251 22,733 9,281 76,265
Goodwill 416,005 525,421 202,263 1,143,689
Other intangible assets, net 4,023 136,338 43,776 184,137
Investments in subsidiaries 1,256,597 832,566 742,611 (2,831,774)
Other assets 62,203 144,371 9,578 (99,461) 116,691
Total assets $ 2,073,612 $ 2,044,332 $ 1,177,404 $(3,224,138) $ 2,071,210
Liabilities
Intercompany payables $ 149,068 $ 61,537 $ 78,345 $ (288,950) $
Other current liabilities 236,107 80,765 27,202 (3,953) 340,121
Total current liabilities 385,175 142,302 105,547 (292,903) 340,121
Long-term debt, net 417,646 926 418,572
Other liabilities 94,063 37,320 103,867 (99,461) 135,789
Total liabilities 896,884 180,548 209,414 (392,364)