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ITEM 2.02. Results of Operations and Financial Condition
 ITEM 7.01. Regulation FD Disclosure
 On July 19, 2005, FTI Consulting, Inc. (“FTI”) announced its preliminary financial results for the quarter ended June 30, 2005, as well as other
information, including operating results by business segment. The full text of the press release is set forth in Exhibit 99.1 hereto.
 

The press release contains some discussion regarding FTI’s earnings before interest, taxes, depreciation and amortization (EBITDA) and EBITDA by
business segment. Although EBITDA is not a measure of financial condition or performance determined in accordance with generally accepted accounting
principles, FTI believes that it is a useful operating performance measure for evaluating our results of operations 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 rating agencies to value and compare
the financial performance of companies in our industry. FTI uses EBITDA to evaluate and compare the operating performances of its segments and it is one of the
primary measures used to determine employee bonuses. FTI also uses EBITDA to value businesses it considers acquiring. A reconciliation of EBITDA to net
income is included in the press release furnished as Exhibit 99.1. 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. We believe that EBITDA as a supplemental financial measure is also
indicative of FTI’s capacity to incur and service debt and thereby provides additional useful information to investors regarding FTI’s financial condition and
results of operations. EBITDA for purposes of the covenants set forth in our senior secured credit facility is not calculated in the same manner as calculated for
purposes of the attached press release.
 

In addition, FTI is furnishing under Item 7.01 of this Current Report on Form 8–K the information included as Exhibit 99.3, which information is
incorporated by reference herein. This information, which has not been previously publicly reported, is excerpted from offering circulars that are being furnished
to investors in connection with the offerings described below under Item 8.01.
 

The information included herein, including Exhibits 99.1 and 99.3 furnished herewith, shall be deemed not to be “filed” for purposes of Section 18 of the
Securities Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, nor shall it be incorporated by reference into any
filing pursuant to the Securities Act of 1933, as amended (the “Securities Act”), or the Exchange Act, regardless of any incorporation by reference language in
any such filing, except as expressly set forth by specific reference in such filing.
 
ITEM 8.01. Other Events
 On July 19, 2005, FTI also announced offerings of $175.0 million in aggregate principal amount of senior notes due 2013 and $125.0 million in aggregate
principal amount of convertible senior subordinated notes due 2012 in private placements to be conducted pursuant to Rule 144A and Regulation S under the
Securities Act. The full text of the press release announcing the offerings is set forth as Exhibit 99.2 hereto.
 
ITEM 9.01. Financial Statements and Exhibits
 
 (c) Exhibits.
 
 99.1 Press Release dated July 19, 2005, of FTI Consulting, Inc., announcing preliminary financial results for the quarter ended June 30, 2005.
 
 99.2 Press Release dated July 19, 2005, of FTI Consulting, Inc., announcing private placements.
 
 99.3 Offering circular excerpts.



SIGNATURES
 

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, FTI has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
 
      FTI CONSULTING, INC.

Dated: July 19, 2005    By: /s/ THEODORE I. PINCUS
        Theodore I. Pincus
        Executive Vice President and
        Chief Financial Officer
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Description              

99.1   Press Release dated July 19, 2005, of FTI Consulting, Inc., announcing preliminary financial results for the quarter ended June 30, 2005.

99.2   Press Release dated July 19, 2005, of FTI Consulting, Inc., announcing private placements.

99.3   Offering circular excerpts.



Exhibit 99.1
 
FTI Consulting, Inc.
900 Bestgate Road
Annapolis, MD 21401
(410) 224-8770
 
FOR FURTHER INFORMATION:
AT FTI CONSULTING:  AT THE ABERNATHY MACGREGOR GROUP:
Jack Dunn, President & CEO
(410) 224-1483  

Winnie Lerner/Jessica Liddell
(212) 371-5999

 
FOR IMMEDIATE RELEASE
 

FTI CONSULTING, INC. ANNOUNCES PRELIMINARY SECOND-QUARTER 2005 RESULTS
 

Revenues and Diluted Earnings Per Share Increase Year-Over-Year
 

Begins Offering of $300 Million Long-Term Debt Issue
 
ANNAPOLIS, MD, July 19, 2005—FTI Consulting, Inc. (NYSE: FCN), a leading provider of corporate finance/restructuring, forensic/litigation/technology,
and economic consulting, today reported preliminary results for the second quarter of 2005 and announced the offering of approximately $300 million of long-
term debt, including approximately $175 million in principal amount of Senior Notes and approximately $125 million in principal amount of Convertible Senior
Subordinated Notes, anticipated to close late July 2005. A separate press release provides further details regarding the long-term debt issue and use of proceeds.
The company anticipates that it will release final results for the second quarter during the week of July 25, 2005.
 
Second-Quarter 2005 Preliminary Results
 For the quarter, revenues are anticipated to be approximately $123.9 million, an increase of approximately 15.4 percent compared with $107.4 million for the
second quarter of 2004. Earnings per share are anticipated to be approximately $0.33 on a diluted basis compared with $0.30 last year, an increase of
approximately 10.0 percent. Earnings for the second quarter of 2005 were reduced by approximately $0.01 per share related to the settlement of potential
litigation.
 
Earnings before interest, taxes, depreciation and amortization (EBITDA, see note below) increased approximately 18.5 percent to $31.4 million, 25.3 percent of
revenues, compared with EBITDA of $26.5 million, or 24.7 percent of revenues, in the second quarter of the prior year.
 

-more-



Second-Quarter 2005 Preliminary Business Segment Results
 Forensic/Litigation/Technology
 Revenues are anticipated to increase 13.8 percent to approximately $52.0 million in the second quarter from $45.7 million last year. Segment EBITDA is
anticipated to be approximately $18.9 million, 36.3 percent of revenues, an increase of 31.3 percent from $14.4 million in the prior year, 31.5 percent of revenues.
 
Corporate Finance/Restructuring
 Revenues, including a one month effect of the acquisition of Cambio Health Solutions, completed on May 31, are anticipated to increase 11.9 percent to
approximately $44.3 million in the second quarter from $39.6 million last year. Segment EBITDA is anticipated to be approximately $13.8 million, 31.1 percent
of revenues, an increase of 9.5 percent from $12.6 million in the prior year, 31.8 percent of revenues.
 
Economic Consulting
 Revenues are anticipated to increase 24.9 percent to approximately $27.6 million in the second quarter from $22.1 million last year. Segment EBITDA is
anticipated to be approximately $6.9 million, 25.1 percent of revenues, an increase of 30.2 percent from $5.3 million in the prior year, 24.0 percent of revenues.
 

* * * * *
 
Cash flow provided by operations for the second quarter of 2005 is anticipated to be approximately $31.5 million compared with $20.7 million provided in the
second quarter of 2004, an increase of 52.2 percent. Purchases of property and equipment in the second quarter of 2005 were approximately $5.0 million.
 
Total long-term debt at June 30, 2005 was $142.5 million. No amounts were outstanding under the Company’s revolving credit agreement. Shareholders’ equity
at June 30, 2005 was approximately $548.4 million.
 
Total headcount at June 30, 2005 was 1,197. Revenue-generating headcount was 888, including 423, 310 and 155 in the Forensic/Litigation/Technology,
Corporate Finance/Restructuring and Economic Consulting segments, respectively. Utilization of revenue-generating personnel measurable by billable hours was
approximately 80.5 percent for the second quarter, and average rate per hour for the quarter was approximately $340.
 
Second-Quarter Conference Call
 FTI anticipates that it will release final results for the second quarter and file its Form 10-Q during the week of July 25, 2005. FTI will hold its regular conference
call to discuss final second-quarter results following the pricing of the long-term debt issue and will schedule and distribute the final call-in details and
instructions for accessing the call on or about Monday, July 25, 2005.
 

-more-



About FTI Consulting
 FTI is the premier provider of corporate finance/restructuring, forensic/litigation/ technology consulting, and economic consulting. Strategically located in 24 of
the major US cities, London and Melbourne, FTI’s total workforce of more than 1,100 employees includes numerous PhDs, MBA’s, CPAs, CIRAs and CFEs,
who are committed to delivering the highest level of service to clients. These clients include the world’s largest corporations, financial institutions and law firms
in matters involving financial and operational improvement and major litigation.
 
Note: Although EBITDA is not a measure of financial condition or performance determined in accordance with GAAP, FTI believes that it is a useful operating
performance measure for evaluating its results of operations from period to period and as compared to its competitors. EBITDA is a common alternative measure
of operating performance used by investors, financial analysts and rating agencies to value and compare the financial performance of companies in its industry.
FTI uses EBITDA to evaluate and compare the operating performance of its segments and it is one of the primary measures used to determine employee bonuses.
FTI also uses EBITDA to value businesses it acquires or anticipates acquiring. A reconciliation of EBITDA to net earnings is included in the accompanying
tables to this press release. 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. In addition, because the calculation of EBITDA in the maintenance covenants contained in FTI’s credit facilities is
based on accounting policies in use, consistently applied from the time the indebtedness was incurred, EBITDA as a supplemental financial measure is also
indicative of the company’s capacity to service debt and thereby provides additional useful information to investors regarding the company’s financial condition
and results of operations. EBITDA for purposes of those covenants is not calculated in the same manner as it is calculated in the accompanying table.
 

   

Three Months
Ended

 

   

6/30/05

  

6/30/04

 
EBITDA Reconciliation:          
Segment EBITDA before corporate expenses   $ 39.6  $ 32.4 
Corporate expenses    (8.2)  (5.8)
    
EBITDA   $ 31.4  $ 26.5 
    
Depreciation and amortization    2.7   2.2 
Amortization of intangible assets    1.6   1.3 
    
Operating income    27.1   23.0 
    
Interest expense, net    (2.3)  (1.4)
    
Income tax provision    (10.4)  (8.8)
    
Net income   $ 14.4  $ 12.8 
    

 
-more-



This press release includes “forward-looking” statements that involve uncertainties and risks. There can be no assurance that actual results will not differ from
the company’s expectations. The company has experienced fluctuating revenues, operating income and cash flow in some prior periods and expects this may
occur from time to time in the future. As a result of these possible fluctuations, the company’s actual results may differ from our projections. Further, preliminary
results are subject to normal year-end adjustments. Other factors that could cause such differences include pace and timing of additional acquisitions, the
company’s ability to realize cost savings and efficiencies, competitive and general economic conditions, retention of staff and clients and other risks described in
the company’s filings with the Securities and Exchange Commission. We are under no duty to update any of the forward-looking statements to conform such
statements to actual results or events and do not intend to do so.
 

###



Exhibit 99.2
 
FTI Consulting, Inc.
900 Bestgate Road
Annapolis, MD 21401
(410) 224-8770
 
FOR FURTHER INFORMATION:   

AT FTI CONSULTING:  AT THE ABERNATHY MACGREGOR GROUP:
Jack Dunn, President & CEO  Winnie Lerner/Jessica Liddell
(410) 224-1483  (212) 371-5999
 
FOR IMMEDIATE RELEASE
 

FTI CONSULTING, INC. BEGINS OFFERING OF $300 MILLION LONG-
TERM DEBT ISSUE

 
Increases Share Repurchase Program to $165 Million

 
ANNAPOLIS, MD, July 19, 2005 — FTI Consulting, Inc. (“FTI”) (NYSE: FCN) (the “Company”) today announced that it intends to raise approximately
$300 million through concurrent offerings of $175 million Senior Notes due 2013 (“Senior Notes”) and $125 million Convertible Senior Subordinated Notes due
2012 (“Convertible Notes”). The Convertible Notes are convertible into cash and, under certain circumstances, shares of FTI common stock, subject to market
and other conditions. The Company also plans to grant the initial purchasers of the Convertible Notes the option to purchase up to an additional $25 million in
aggregate principal amount of the Convertible Notes.
 
FTI expects to use the net proceeds from the offerings to repay existing term loan indebtedness, repurchase outstanding common shares and for general corporate
purposes which may include acquisitions. FTI also plans to use a portion of the net proceeds to repurchase at least $100 million of common shares in connection
with the offerings through some combination of direct shares repurchased from original purchasers, an accelerated stock buyback program with the initial
purchasers and open market purchases. The Company may also use a portion of the cash proceeds to enter into a convertible bond hedge and separate written call
transactions with the initial purchasers to reduce potential dilution upon conversion of the Convertible Notes. In addition, the Company may enter into an interest
rate swap agreement to manage interest rate exposure by achieving a desired proportion of variable rate versus fixed rate borrowings. In connection with this
transaction, the initial purchasers may take positions in FTI common stock in secondary market transactions and/or enter into various derivative transactions both
in anticipation of and after the pricing of the notes.
 

-more-



This press release is neither an offer to sell nor a solicitation of an offer to buy any of the Senior Notes or Convertible Notes, nor shall there be any sale of these
notes in any state or jurisdiction in which such an offer, solicitation or sale would be unlawful prior to the registration or qualification under the securities laws of
any such state or jurisdiction.
 
The securities offered and the common stock issuable upon conversion of the Convertible Notes have not been registered under the Securities Act of 1933, as
amended (the “Securities Act”), or the securities laws of any other jurisdiction and may not be offered or sold in the United States absent registration or an
applicable exemption from registration requirements. Both offerings are being made to qualified institutional buyers pursuant to Rule 144A under the Securities
Act, and the Senior Notes are being offered to persons outside the United States under Regulation S.
 
This press release includes “forward-looking” statements that involve uncertainties and risks. There can be no assurance that actual results will not differ from
the company’s expectations. The company has experienced fluctuating revenues, operating income and cash flow in some prior periods and expects this may
occur from time to time in the future. As a result of these possible fluctuations, the company’s actual results may differ from our projections. Further, preliminary
results are subject to normal year-end adjustments. Other factors that could cause such differences include pace and timing of additional acquisitions, the
company’s ability to realize cost savings and efficiencies, competitive and general economic conditions, retention of staff and clients and other risks described in
the company’s filings with the Securities and Exchange Commission. We are under no duty to update any of the forward-looking statements to conform such
statements to actual results or events and do not intend to do so.
 

# # #



Exhibit 99.3
 

OFFERING CIRCULAR EXCERPTS
 

OFFERING CIRCULAR SUMMARY
 

This summary contains basic information about FTI Consulting, Inc. It likely does not contain all the information that is important to you. You should
read the entire offering circular, including the consolidated financial statements and related notes thereto, before making an investment decision. Except as
otherwise indicated herein, or as the context may otherwise require, the references to “FTI,” “we,” “us” and “our” refer to FTI Consulting, Inc., a Maryland
corporation, and its subsidiaries after giving effect to the transactions described in this offering circular. Various financial terms, including “EBITDA” and
“Adjusted EBITDA,” have the meanings set forth under “Summary Consolidated Financial Data and Other Operating Information.”
 

Our Company
 

We are a leading provider of forensic/litigation/technology (“forensic”), corporate finance/restructuring (“corporate finance”) and economic consulting
services in the United States. Our experienced team of professionals, many of whom are widely recognized as experts in their respective fields, provide high-
caliber consulting services to a broad range of clients. We began operations in 1982 as a consulting firm focused on providing forensic investigation, scientific
and trial support services, and have evolved through internal growth and strategic acquisitions. We believe clients retain us because of our recognized expertise
and capabilities in highly specialized areas, as well as our reputation for satisfying clients’ needs. During 2004, we staffed large and complex assignments for our
clients which include 95 of the top 100 U.S. law firms, 20 of the 25 largest U.S. commercial banks and 181 corporate clients in the Fortune 500. Representative
clients to date include Wyeth, Tower Automotive and the U.S. Departments of Justice and the Interior.
 

Our professionals have experience providing testimony in many areas, including: fraud, damages, lost profits, valuation, accountant’s liability and
malpractice, contract disputes, patent infringement, price fixing, purchase price disputes, solvency and insolvency, fraudulent conveyance, preferences, disclosure
statements, trademark and copyright infringement and the financial impact of government regulations. We have strong capabilities in highly specialized
industries, including telecommunications, health care, transportation, utilities, chemicals, energy, commercial and investment banking, pharmaceuticals, tobacco,
retail and information technology. As of June 30, 2005, we had 1,197 total employees, including 888 revenue-generating consultants, across 24 U.S. cities,
London, England and Melbourne, Australia.
 

For the twelve months ended March 31, 2005 (the “LTM Period”), our total revenues were $433.4 million and our Adjusted EBITDA was $102.5 million.
Revenues and Adjusted EBITDA by segment for the LTM Period are shown below. The adjustments to EBITDA are described in detail in the section titled
“Summary Consolidated Financial Data and Other Operating Information” in the chart titled “Reconciliation of Net Income to Adjusted EBITDA.” Adjusted
EBITDA percentages by segment are before allocation of corporate overhead expenses.
 

 



Forensic Practice
 We are a leading provider of forensic consulting services in the United States. Through this practice we provide an extensive range of services to assist
clients in all phases of litigation, including pre-filing, discovery, jury selection, trial preparation, expert testimony and other trial support services. Specifically, we
help clients assess complex financial transactions, reconstruct events from incomplete and/or corrupt data, uncover vital evidence, identify potential claims and
assist in the pursuit of financial recoveries and settlements. We also provide asset tracing and fraud investigation services. Through the use of proprietary
information technology, we have demonstrated our ability to help control litigation costs, expedite the trial process and provide our clients with the ability to
readily organize and access case-related data. Our repository services offer clients a secure extranet and web-hosting service for critical information. Our graphics
services at trial and technology and electronic evidence experts assist clients in preparing for and presenting their cases in court. Beginning on February 28, 2005,
through the acquisition of the Ringtail Solutions Group (“Ringtail”), a leading developer of litigation support and knowledge management technologies for law
firms, Fortune 500 corporate legal departments, government agencies and courts, we are the direct provider of Ringtail services.
 

As of June 30, 2005, we had 423 revenue-generating consultants in our forensic practice.
 
Corporate Finance Practice
 We believe we are the largest corporate finance consulting practice in the United States. We analyze, recommend and implement strategic alternatives for
our corporate finance clients, offering services such as interim management in turnaround situations, rightsizing infrastructure, assessing long-term enterprise
viability and business strategy consulting. We assist underperforming companies as they make decisions to improve their financial condition and operations. We
lead and manage the financial aspects of in-court restructuring processes by offering services that include an assessment of the impact of a bankruptcy filing on
the client’s financial condition and operations. We also assist our clients in planning for a smooth transition into and out of bankruptcy, facilitating the sale of
assets and arranging debtor-in-possession financing. Our acquisition of Cambio Health Solutions (“Cambio”), a leading provider of management change solutions
for hospital and health systems, in May of 2005, greatly enhanced our industry expertise in health care management and finance.
 

As of June 30, 2005, we had 310 revenue-generating consultants in our corporate finance practice.
 
Economic Consulting
 We are a leading provider of economic consulting services in the United States and deliver sophisticated economic analysis and modeling of issues arising
in mergers and acquisitions and other complex commercial and securities litigation. Our 2003 acquisition of the Lexecon business, a leading provider of
economic consulting services in the United States, has greatly enhanced our market position within this practice and our ability to provide complex economic
consulting services. Our statistical and economic experts help companies evaluate issues such as the economic impact of deregulation on a particular industry or
the amount of commercial damages suffered by a business. We have deep industry experience in such areas as commercial and investment banking,
telecommunications, energy, transportation and pharmaceuticals. Our professionals regularly provide expert testimony on damages, rates and prices, valuations,
merger effects, intellectual property disputes in antitrust cases, regulatory proceedings and valuations.
 

As of June 30, 2005, we had 155 revenue-generating consultants in our economic consulting practice.
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Industry Overview
 

We compete in the global consulting services industry, focusing on providing forensic, corporate finance and economic consulting services. There are a
number of factors that drive demand for our services:
 

 

•  Regulatory Complexity, Public Scrutiny and Increased Litigation. We believe that heightened focus on corporate mismanagement, fraud-related
investigations, ongoing regulatory activity, such as SEC rulemaking, corporate governance scrutiny and increasing complexity in financial reporting
requirements, including requirements under the Sarbanes-Oxley Act, drive demand for our services. We believe that increasing litigation costs
require businesses to focus on better managing risks and the litigation process, particularly in large, complex, multi-jurisdiction cases and mass tort
claims.

 

 

•  Increasing Need for Independent Expertise. We believe that as a result of increased public scrutiny, regulatory complexity and litigation,
businesses, their creditors and other institutional stakeholders increasingly engage consulting firms to provide objective and independent expertise.
This is particularly true in highly complex and sophisticated areas such as restructurings, bankruptcies, economic consulting, forensic accounting and
high-stakes regulatory and legal proceedings. The emerging trend toward hiring consulting firms unaffiliated with company auditors represents a
fundamental shift in the demand for our services and has benefited independent consulting firms such as ourselves.

 

 

•  Trends in Corporate Debt and Debt Default Rates. We believe that corporate debt levels and related default rates are important indicators of the
potential need for restructuring, turnaround, bankruptcy and related consulting services. Both U.S. and international companies have increasingly
relied on debt to finance acquisitions, growth initiatives and working capital requirements, as evidenced by the fact that 2004 saw more high yield
issuances than any prior year. Demand for FTI’s services is particularly strong in sectors such as automotive, airline and retail, all of which rely on
corporate debt and continue to exhibit sector weakness.

 

 

•  Strong Economy and Growing Merger and Acquisition Activity. We believe that the overall strength of the economy and the growth in merger and
acquisition activity are important drivers for our economic consulting services. The United States has seen improving economic conditions, as
evidenced by Gross Domestic Product growth of 4.4% from 2003 to 2004. Additionally, according to Thomson Financial, announced U.S. merger
and acquisition volume increased by 11% year-over-year for the first quarter of 2005. We believe there is more complex, high-stakes litigation and
regulatory activity during strong economic conditions. During periods of increased merger and acquisition activity, we experience increased use of
our economic consulting services driven by growing areas such as antitrust regulation, intellectual property disputes and breaches of contract.

 
Our Competitive Strengths

 
We compete primarily on the basis of institutional and individual reputations, ability to immediately staff a significant engagement, performance record,

quality of work, range of services provided and existing client relationships. We attribute our success and distinction to a combination of long-standing
advantages, including:
 

 

•  Premium Brand Name with Leading Market Positions. We believe that we are one of the most recognized brand names in the corporate finance
consulting services industry. In addition, we believe we have leading market positions in both forensic and economic consulting practices based on
revenues for those segments. The strength of our brand name and market positions are enhanced by the stellar reputation of our well-recognized
consultants,
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many of whom are leading members of their respective fields. We have benefited from our strategy of acquiring the leading practitioners in each
practice. Our acquisitions, in select cases, allow us the continued use of the brand names of the acquired companies, either independently or coupled
with the FTI brand, such as Lexecon, Ten Eyck, Ringtail and Cambio.

 

 
• Diversified Revenue Source. We have created a balanced portfolio of services organized into three practice segments: forensic, corporate finance and

economic consulting. Our strategy is to continue to maintain such diversification. We believe that our broad service offerings and diversity of our
revenues insulate us from fluctuations in market conditions in any one of our practices.

 

 
• Diversified Portfolio of Elite Clients. We provide services for a diverse group of clients, many of whom are blue-chip corporations, financial

institutions, law firms and private equity firms. In 2004, we performed work for approximately 1,300 clients on about 3,200 matters across multiple
industries, including:

 
 

•  approximately 490 law firms, 95 of which were ranked among the top 100 U.S. law firms (based on 2004 U.S. revenues as measured by The
American Lawyer magazine);

 
 •  20 of the 25 largest U.S. commercial banks;
 
 •  181 corporate clients that were among the Fortune 500 in 2004; and
 
 •  a broad range of federal, state and local government agencies.
 In 2004, our top 10 clients accounted for 17% of our total revenues, with no single client accounting for more than 3% of our total revenues and no

single matter accounting for more than 1.8% of total revenues. Among these top 10 clients in 2004 were six nationally recognized law firms, each of
whom represented multiple clients and matters.

 

 

• High Level of Repeat and Referral Business. We derive a substantial portion of our revenues from repeat clients or referrals. In 2004, approximately
80% of our revenues was derived from repeat or referral business. Many of our client relationships are long-standing and include multiple contact
points within each organization, increasing the depth and continuity of these relationships. We cultivate our critical relationships with financial
institutions and law firms, which have served as entry points into significant, high-profile and reputation enhancing engagements.

 

 
• Strong Free Cash Flow. For the LTM Period, we generated revenues of $433.4 million and Adjusted EBITDA of $102.5 million. Our business model

has several characteristics that produce strong cash flows including high margins, low capital expenditures and low working capital requirements. Our
consistently strong free cash flow supports our acquisition and growth strategies and our ability to service our indebtedness.

 
Our Business Strategy

 
The following are key elements of our business strategy:

 

 

• Attract and Retain Highly Qualified Professionals. We have assembled a staff of 888 revenue-generating consultants, many of whom have
established and widely recognized names in their respective practice areas. To attract and retain highly qualified professionals, we offer significant
compensation opportunities, including incentive bonus and equity compensation, along with a competitive benefits package and the chance to work on
challenging engagements. We have written employment arrangements with substantially all of our senior managing directors that include
noncompetition and nonsolicitation clauses.
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•  Optimize Utilization and Billing Rates of Our Professionals. We carefully monitor our utilization rates on a weekly, monthly and annual basis and
have maintained average annual utilization rates between 77% and 88% for each of the last three years (based on approximately 2,024 available
hours per year). Our goal is to manage growth in a way that maintains our current utilization rates. In addition, the nature of our services generally
allows us to bill our professionals at premium rates, which enhances our profitability.

 

 

•  Leverage Our Relationships and Expertise. We believe that the strength of our existing client relationships and the quality of our reputation across
our industry, coupled with our recognized industry expertise, successful track record and size, are the most critical elements in a decision to retain us.
We strive to build client relationships on a company-wide basis and encourage cross-selling among our practices. By successfully leveraging our
reputation, experience and broad client base, we expect to continue to obtain engagements from both existing and new clients.

 

 

•  Expand the Breadth of Our Services and Geographic Presence. We strive to offer our clients comprehensive solutions to their most complex
problems, wherever they are in the world. Increasingly, our clients demand expertise across multiple markets and continents. To meet this demand,
we provide our clients with a complete suite of services across all three practices. As we continue to grow, we plan to broaden our industry expertise
and expand our electronic evidence and electronic repository services. We also intend to explore opportunities to increase our European presence to
better serve our clients and to capitalize on what we believe are favorable market conditions.

 

 

•  Selectively Acquire Companies and Integrate Our New Professionals and Capabilities. We follow a disciplined approach to executing and
integrating acquisitions, targeting those that complement our business strategy or operate in an attractive specialized niche. Since January of 1998,
we have completed nine acquisitions that have greatly enhanced our practices. We intend to continue to selectively pursue strategic acquisitions. We
seek to integrate acquisitions in a way that fosters organic growth and provides synergies or cross-practice sales opportunities. We also aim to
structure our acquisitions to ensure that key individuals from the acquired company are retained and integrated after the transaction is executed.
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Summary Consolidated Financial Data and Other Operating Information
 

We have derived the following summary historical consolidated income statement, cash flow and other financial data for the years ended December 31,
2002, 2003 and 2004 from our consolidated financial statements, which have been audited by Ernst & Young LLP, an independent registered public accounting
firm. We derived the summary historical consolidated income statement, cash flow and other financial data for the three months ended March 31, 2004 and 2005
and the summary consolidated balance sheet data as of March 31, 2005 from our unaudited consolidated financial statements. We prepared the summary
unaudited interim financial data on a basis consistent with the audited consolidated financial statements as of and for the year ended December 31, 2004. In
management’s opinion, the unaudited interim consolidated financial information reflects all adjustments that are necessary for a fair presentation of the results for
the interim periods presented. All adjustments made were normal and recurring accruals. You should not expect the results of operations for the interim periods to
necessarily be an indication of the results for a full year or any future period.
 

We have prepared the following summary unaudited pro forma consolidated income statement data for the year ended December 31, 2004 and for the three
months ended March 31, 2005 giving effect to the Transactions, as if they had occurred on January 1, 2004. The unaudited pro forma condensed consolidated
income statement data for the twelve months ended March 31, 2005, was derived by (1) combining our historical consolidated statement of income for the year
ended December 31, 2004, with (2) our historical consolidated statement of income for the three months ended March 31, 2005 and (3) subtracting our
consolidated statement of income for the three months ended March 31, 2004. The pro forma income statement data for the LTM Period gives effect to the
Transactions as if they occurred on April 1, 2004.
 

As of March 31, 2005, the as adjusted consolidated balance sheet data reflects the Transactions as if they had occurred on March 31, 2005, but does not
reflect the Call Spread.
 

For purposes of both income statement and balance sheet data, we have assumed a price of $21.00 per share for all common stock repurchased.
 

We have presented the unaudited pro forma financial data for informational purposes only. You should not consider the pro forma consolidated income
statement and balance sheet data to be indicative of what the actual results would have been had the transactions described above been completed on the dates
indicated nor should you expect the pro forma results to be an indication of the results of operations or financial condition as of any future date or for any future
period. You should read the following data in conjunction with “Selected Financial Data,” “Unaudited Pro Forma Condensed Consolidated Financial
Information,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the consolidated financial statements and related
notes thereto included elsewhere in this offering circular.
 

EBITDA. We define EBITDA as net income before net interest, taxes, litigation settlements, depreciation and amortization. Our measure of EBITDA may
not be similar to EBITDA measures of other companies. EBITDA is not a measurement under accounting principles generally accepted in the United States and
should be considered in addition to, but not as a substitute for, the information contained in our income statement. EBITDA is a common alternative performance
measure used by investors, analysts and credit rating agencies to evaluate and compare the operating performance and value of companies within our industry. We
believe that EBITDA is useful to investors because it is an indicator of the strength and performance of our ongoing business operations, including our ability to
fund capital expenditures and service debt. While depreciation and amortization are considered operating costs under generally accepted accounting principles,
these expenses primarily represent
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the non-cash current period allocation of costs associated with long-lived assets acquired or constructed in prior periods. We use EBITDA to evaluate and
compare the operating performance of our segments and it is one of the primary measures we use to determine employee bonuses. We also use EBITDA to value
businesses we consider acquiring. In addition, we believe that EBITDA is also indicative of our capacity to incur and service debt and thereby provides additional
useful information to investors regarding our financial condition and results of operations.
 

Adjusted EBITDA. Adjusted EBITDA represents EBITDA excluding certain gains, losses and other charges that do not relate to the ongoing operations of
our business. Adjusted EBITDA as defined above may not be similar to adjusted EBITDA measures of other companies. Adjusted EBITDA is not a measurement
under accounting principles generally accepted in the United States and should be considered in addition to, but not as a substitute for, the information contained
in our income statement. We believe that Adjusted EBITDA is useful to investors because it allows investors to evaluate our operating results and related
financial performance for different periods on a more comparable basis by excluding items that do not relate to the ongoing operations of our business.
 

Total Debt to Adjusted EBITDA. For the three month periods, the total debt to adjusted EBITDA ratio is calculated by dividing long-term debt outstanding
as of the end of the period by adjusted EBITDA for the three months then ended multiplied by four to approximate an annualized adjusted EBITDA.
 

Ratio of Earnings to Fixed Charges. For the purpose of computing the ratio of earnings to fixed charges, earnings consist of income from continuing
operations, before income taxes plus fixed charges. Fixed charges consist of:
 
 •  interest on all indebtedness and amortization of deferred financing costs; and
 
 •  the portion of rental expense that we believe is representative of interest.
 

Our ratio of earnings to fixed charges on a pro forma basis for the year ended December 31, 2004, the three months ended March 31, 2005 and the LTM
Period gives effect to the Transactions as if they occurred on January 1, 2004.
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Pro Forma

 

  

Year Ended December 31,

  

Three Months Ended

  Year Ended
December 31,

2004

 

 
Three Months

Ended
March 31,

2005

 

 
LTM Period

Ended
March 31,

2005

   

2002

  

2003

  

2004

  

March 31,
2004

  

March 31,
2005

    
  (dollars in thousands, except per share and average billable rate data)  
           (unaudited)      (unaudited)     
INCOME STATEMENT DATA:                                 
Revenues  $ 224,113  $ 375,695  $427,005  $ 110,240  $ 116,614  $ 427,005  $ 116,614  $ 433,379 
Direct cost of revenues   108,104   176,429   234,970   61,898   64,345   234,970   64,345   237,417 
Selling, general and administrative expense   51,647   78,701   102,060   25,726   28,457   102,060   28,457   104,791 
Other operating expenses   1,033   6,740   11,506   1,721   749   11,506   749   10,534 

         
Operating income   63,329   113,825   78,469   20,895   23,063   78,469   23,063   80,637 
Interest and other expenses, net   (4,717)   (4,196)   (6,086)   (1,407)   (1,555)   (22,696)   (5,240)   (22,687)
Litigation settlement gains, net   —     —     1,672   —     —     1,672   —     1,672 

         
Income from continuing operations before income tax provision   58,612   109,629   74,055   19,488   21,508   57,445   17,823   59,622 
Income tax provision   23,704   44,838   31,177   7,971   9,033   24,184   7,485   25,270 

         
Income from continuing operations   34,908   64,791   42,878   11,517   12,475   33,261   10,338   34,352 
Income (loss) from discontinued operations   2,254   (5,322)   —     —     —     —     —     —   

         
Net income  $ 37,162  $ 59,469  $ 42,878  $ 11,517  $ 12,475  $ 33,261  $ 10,338  $ 34,352 

         
Earnings per common share—net income                                 
Basic  $ 1.16  $ 1.45  $ 1.02  $ 0.27  $ 0.29  $ 0.89  $ 0.28  $ 0.91 

         
Diluted  $ 1.09  $ 1.41  $ 1.01  $ 0.27  $ 0.29  $ 0.88  $ 0.27  $ 0.90 

         
CASH FLOW DATA:                                 
Net cash provided by (used in) operating activities  $ 80,657  $ 100,177  $ 58,443  $ (20,195)  $ (15,509)  $ 58,443  $ (15,509)  $ 63,129 
Net cash used in investing activities   (156,386)   (231,741)   (13,693)   (2,508)   (18,636)   (13,693)   (18,636)   (29,821)
Net cash provided by (used in) financing activities   72,779   127,423   (24,811)   19,831   12,213   22,689   59,712   15,071 
OTHER FINANCIAL DATA:                                 
EBITDA  $ 68,662  $ 123,537  $ 94,418  $ 24,716  $ 26,413  $ 94,418  $ 26,413  $ 96,115 
Adjusted EBITDA   68,662   123,537   100,760   24,716   26,413   100,760   26,413   102,457 
Capital expenditures   8,777   10,612   11,939   2,798   4,025   11,939   4,025   13,166 
SELECTED OPERATING INFORMATION:                                 
Revenue-generating professionals   610   827   745   737   785             
Utilization rates   88%  83%  77%  80%  81%            
Average billing rate per hour  $ 311  $ 363  $ 354  $ 357  $ 341             
CREDIT STATISTICS:                                 
Adjusted EBITDA to cash interest expense   16.8x   34.8x   20.3x   19.7x   19.0x   5.2x  5.4x  5.0x
Total debt to Adjusted EBITDA   1.4x   1.0x   1.0x   1.4x   1.2x   3.0x  2.8x  2.9x
Ratio of earnings to fixed charges   9.2x   14.3x   8.3x   5.6x   8.0x   3.1x  3.6x  3.2x
 

   

March 31, 2005

   

Actual

  

As Adjusted

   (in thousands)
   (unaudited)
BALANCE SHEET DATA:         
Cash and cash equivalents   $ 3,772  $ 51,272
Working capital    70,907   161,485
Total assets    743,128   819,251
Long-term debt, including current portion    122,500   300,000
Stockholders’ equity    520,453   419,654
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Reconciliation of Net Income to Adjusted EBITDA
 

   

Year Ended December 31,

  

Three Months Ended

  
Pro Forma

LTM Period

    

2002

  

2003

  

2004

  

March 31,
2004

  

March 31,
2005

  
   (in thousands)  
Reconciliation of Net Income to Adjusted EBITDA:                          
Net income   $ 37,162  $ 59,469  $ 42,878  $ 11,517  $ 12,475  $ 43,836 

(Income) loss from discontinued operations    (2,254)  5,322   —     —     —     —   
Income tax provision    23,704   44,838   31,177   7,971   9,033   32,239 
Litigation settlement gains, net    —     —     (1,672)  —     —     (1,672)
Discount on note receivable(1)    —     —     475   —     —     475 
Interest and other expenses, net    4,717   4,196   5,611   1,407   1,555   5,759 

           
EBIT    63,329   113,825   78,469   20,895   23,063   80,637 

Depreciation and other amortization    5,333   9,712   15,949   3,821   3,350   15,478 

           
EBITDA    68,662   123,537   94,418   24,716   26,413   96,115 

Loss from subleases    —     —     4,670   —     —     4,670 
Litigation settlement gains, net    —     —     1,672   —     —     1,672 

           
Adjusted EBITDA   $ 68,662  $ 123,537  $ 100,760  $ 24,716  $ 26,413   102,457 

           

(1) For the year ended December 31, 2004, interest expense, net, includes a $475,000 discount on a note receivable due from the purchaser of one of our former subsidiaries. We discounted this note by
$475,000 in exchange for payment of the note ahead of its maturity in 2010. We received this prepayment in January 2005.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION
 

The following unaudited pro forma condensed consolidated financial statements have been derived by the application of pro forma adjustments to our
historical consolidated financial statements. The unaudited pro forma condensed consolidated balance sheet as of March 31, 2005 gives effect to the Transactions
as if they had occurred as of March 31, 2005. The unaudited pro forma condensed consolidated income statements for the year ended December 31, 2004 and the
three months ended March 31, 2005 give effect to the Transactions (as defined below) as if they had occurred as of January 1, 2004. The unaudited pro forma
condensed consolidated financial statements do not purport to represent what our results of operations or financial position would have been as if the Transactions
had occurred on the dates indicated and are not intended to project our results of operations or financial position for any future period or date.
 

The term “Transactions” means, collectively:
 
 •  the Offerings;
 
 •  the repayment of all outstanding term loan borrowings under our senior secured credit facility;
 
 •  repurchases of shares of our common stock in the amount of $100.0 million in connection with the Offerings; and
 
 •  our payment of estimated fees and expenses incurred in connection with the foregoing.
 
When we use the term “Transactions,” we assume that the initial purchasers will not exercise their option to purchase additional convertible notes and the Call
Spread will not be entered into.
 

The unaudited pro forma adjustments are based on preliminary estimates, available information and certain assumptions that we believe are reasonable and
may be revised as additional information becomes available. The pro forma adjustments and primary assumptions are described in the accompanying notes. You
should read our unaudited pro forma condensed consolidated financial statements and the related notes hereto in conjunction with our historical consolidated
financial statements and the related notes thereto and other information contained in “Use of Proceeds,” “Capitalization,” “Selected Financial Data,”
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the consolidated financial statements and related notes thereto
included elsewhere in this offering circular.
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FTI CONSULTING, INC.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET

AS OF MARCH 31, 2005
 

   

Historical

  

Adjustments

  

Pro
Forma

   (in thousands)
Assets            

Current assets            
Cash and cash equivalents   $ 3,772  290,000 (a)  $ 51,272

       (142,500)(b)   
       (100,000)(d)   

Cash held for debt repayment    —    20,000 (b)  20,000
Accounts receivable, net    129,912      129,912
Prepaid expenses and other current assets    11,866      11,866
Deferred income taxes    6,002      6,002

        
Total current assets    151,552      219,052

Property and equipment, net    24,720      24,720
Goodwill    535,083      535,083
Other intangible assets, net    17,329      17,329
Other assets    14,444  10,000 (a)   23,067
       (1,377)(c)   

        
Total assets   $ 743,128     $819,251

        

Liabilities and Stockholders’ Equity            
Current liabilities            
Accounts payable, accrued expenses and other   $ 17,347  (578)(c) $ 16,769
Accrued compensation    31,276      31,276
Current portion of long-term debt    22,500  (22,500)(b)  —  
Billings in excess of services provided    9,522      9,522

        
Total current liabilities    80,645      57,567

Term loans, net of current portion    77,500  (77,500)(b)  —  
Revolving credit facility    22,500  (22,500)(b)  —  
Senior notes    —    175,000 (a)   175,000
Convertible notes    —    125,000 (a)   125,000
Deferred rent, capital lease obligations and other, net of current portion    13,086      13,086
Deferred income taxes    28,944      28,944
Stockholders’ equity    520,453  (799)(c)  419,654
       (100,000)(d)   

        
Total liabilities and stockholders’ equity   $ 743,128     $819,251

        
 
 
 

See accompanying notes to unaudited pro forma condensed consolidated financial statements.
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FTI CONSULTING, INC.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED INCOME STATEMENTS

 

   

Year Ended December 31, 2004

  

Three Months Ended March 31, 2005

 

   

Historical

  

Adjustments

  

Pro
Forma

  

Historical

  

Adjustments

  

Pro
Forma

 
   (in thousands, except per share data)  
INCOME STATEMENT DATA                    
Revenues   $ 427,005     $427,005  $ 116,614     $116,614 
Direct cost of revenues    234,970      234,970   64,345      64,345 
Selling, general and administrative expense    102,060      102,060   28,457      28,457 
Loss on abandoned facilities    4,670      4,670   —        —   
Amortization of other intangibles    6,836      6,836   749      749 

            
Operating income    78,469      78,469   23,063      23,063 
Interest and other expenses, net    (6,086)  (20,802)(e)  (22,696)  (1,555) (5,200)(e)  (5,240)
       4,192 (f)          1,515 (f)     
Litigation settlement gains, net    1,672      1,672   —        —   

            
Income from operations, before income tax provision    74,055      57,445   21,508      17,823 
Income tax provision    31,177  (6,993)(g)  24,184   9,033  (1,548)(g)  7,485 

            
Net income   $ 42,878     $ 33,261  $ 12,475     $ 10,338 

            
Earnings per common share—net income                        
Basic   $ 1.02     $ 0.89  $ 0.29     $ 0.28 

            
Diluted   $ 1.01     $ 0.88  $ 0.29     $ 0.27 

            
Weighted average number of common shares outstanding                        
Basic    42,099  (4,762)(d)  37,337   42,319  (4,762)(d)  37,557 

            
Diluted(h)    42,512  (4,762)(d)  37,750   42,741  (4,762)(d)  37,979 

            
 
 
 

See accompanying notes to unaudited pro forma condensed consolidated financial statements.
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NOTES TO UNAUDITED PRO FORMA CONDENSED CONSOLIDATED INCOME STATEMENTS
 

Adjustments to the unaudited pro forma condensed consolidated balance sheet as of March 31, 2005 and income statements for the year ended December
31, 2004 and the three months ended March 31, 2005 are presented below:
 

 
(a) Adjustment to record the issuance of $175.0 million in senior notes and $125.0 million in convertible notes and the payment of related fees and

expenses that we estimate will be $10.0 million, of which we attribute $5.4 million to the senior notes and $4.6 million to the convertible notes.
Assumes that the initial purchasers’ option to purchase additional convertible notes is not exercised.

 

 

(b) In connection with the Transactions, we intend to use the net proceeds from the Offerings to repay the entire amount outstanding under our senior
secured credit facility, including $100.0 million in term loans and $22.5 million of borrowings under our revolving line of credit that were
outstanding as of March 31, 2005 and $20.0 million of net incremental borrowings drawn subsequent to that date. The $20.0 million of net
incremental borrowings are not reflected in our balance sheet as of March 31, 2005, therefore we have classified the net proceeds that will be used to
repay these borrowings as cash held for debt repayment in the pro forma balance sheet.

 

 

(c) Adjustment to record the write-off of the deferred financing costs related to the prepayment of the term loans in the amount of $1.4 million, net of
income taxes of $0.6 million which we computed using our effective tax rate of 42.0%. In April 2005, we amended our senior secured credit facility
and incurred $0.7 million of debt financing costs. We intend to apply $142.5 million of net proceeds from the Offerings toward repayment of all
outstanding term loan borrowings under our senior secured credit facility. At that time, we will write-off approximately $1.8 million of deferred
financing costs.

 
 (d) Represents the repurchase of $100.0 million of our common stock at an assumed price of $21.00 per share.
 

 
(e) Adjustment represents pro forma interest expense on $175.0 million in senior notes and on $125.0 million in convertible notes, all of which are

outstanding for each period presented. In addition the adjustment includes amortization of deferred financing costs of $5.4 million related to the
senior notes over an eight-year period and $4.6 million related to the convertible notes over a seven-year period.

 
 

(f) Represents the elimination of interest expense due to repayment of amounts due under our senior secured credit facility and term loans, including the
amortization of deferred financing costs attributable to our term loans. See note (c).

 
 

(g) Represents the income tax effect of the pro forma adjustments described in notes (e) and (f) calculated at our effective tax rate which was 42.1% for
the year ended December 31, 2004 and 42.0% during the three-months ended March 31, 2005.

 
 

(h) The convertible notes will have a dilutive effect on earnings per share in any period in which, on the last day of such period, the market price of our
common stock exceeds the conversion price for the convertible notes even if the convertible notes are not convertible.
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