
    
UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  
WASHINGTON, D.C. 20549  

  

FORM 10-Q  
  

(Mark One)  

For the quarterly period ended September 30, 2008  

OR  
  

For the transition period from              to               

Commission file number 000-26058  
  

Kforce Inc.  
(Exact name of registrant as specified in its charter)  

  

  

Registrant’s telephone number, including area code: (813) 552-5000  
  

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) had been subject to such filing requirements for the past 90 days.    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.  
  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    YES  �    NO  ⌧

The number of shares outstanding of the registrant’s common stock as of October 27, 2008, was 38,725,828.  
  

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

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

FLORIDA  59-3264661
(State or other jurisdiction

of incorporation or organization)  
(I.R.S. Employer 

Identification No.) 

1001 East Palm Avenue 
TAMPA, FLORIDA  33605

(Address of principal executive offices)  (Zip-Code)

Large accelerated filer �   Accelerated filer  ⌧

Non-accelerated filer  �  (Do not check if a smaller reporting company)   Smaller reporting company �



KFORCE INC. 
QUARTERLY REPORT ON FORM 10-Q FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2008  

TABLE OF CONTENTS  
  

SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS  
References in this document to “the Registrant,” “Kforce,” “we,” “our” or “us” refer to Kforce Inc. and its subsidiaries, except where 
the context otherwise requires.  

This document contains forward-looking statements, including but not limited to those found in Part I, Item 2, Management’s 
Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) and Part II, Item 1A, Risk Factors. Additional 
written or oral forward-looking statements may be made by Kforce from time to time, in filings with the Securities and Exchange 
Commission (“SEC”) or otherwise. Such forward-looking statements are within the meaning of that term in Section 27A of the 
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, and are made in reliance upon the protections 
provided by such acts for forward-looking statements. Such statements may include, but may not be limited to, projections of 
revenue, income, losses, cash flows, capital expenditures, future prospects, anticipated costs and benefits of proposed (or future) 
acquisitions, integration of acquisitions, plans for future operations, capabilities of business operations, effects of interest rate 
variations, financing needs or plans, plans relating to products or services of Kforce, estimates concerning the effects of litigation or 
other disputes, as well as assumptions to any of the foregoing and all statements that are not based on historical fact but rather reflect 
our current expectations concerning future results and events. For a further list and description of various risks, relevant factors and 
uncertainties that could cause future results or events to differ materially from those expressed or implied in our forward-looking 
statements, see the MD&A section. In addition, when used in this discussion, the terms “anticipates,” “estimates,” “expects,” 
“intends,” “plans,” “believes,” “will,” “may,” “should,” “could” and variations thereof and similar expressions are intended to 
identify forward-looking statements.  

Forward-looking statements are inherently subject to risks and uncertainties, some of which can not be predicted. Future events and 
actual results could differ materially from those set forth in or underlying the forward-looking statements. Readers are cautioned not 
to place undue reliance on any forward-looking statements contained in this report, which speak only as of the date of this report. 
Kforce undertakes no obligation to publicly publish any adjustments or updates to these forward-looking statements that may be made 
to reflect new information, unexpected events or events occurring on or after the date of this report.  
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PART I – FINANCIAL INFORMATION 
  

KFORCE INC. AND SUBSIDIARIES  
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  

AND COMPREHENSIVE INCOME  
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)  

  

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.  
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Item 1. Financial Statements. 

   Three Months Ended   Nine Months Ended

   
  September 30,  

2008   
  September 30,  

2007   
  September 30,  

2008   
  September 30,  

2007

Flexible billings   $ 235,431    $ 226,642    $ 702,852    $ 667,732  
Search fees   15,487    19,828     53,211     58,094  

                

Net service revenues    250,918     246,470     756,063     725,826  
Direct costs of services   164,351    155,132     492,117     462,312  

                

Gross profit   86,567    91,338     263,946     263,514  
Selling, general and administrative expenses  71,613   69,505    220,691     203,421  
Depreciation and amortization  3,028   3,842    10,650     10,800  

                

Income from operations   11,926    17,991     32,605     49,293  
Other expense, net   422    922     1,766     3,393  

                

Income from continuing operations before income taxes   11,504    17,069     30,839     45,900  
Income tax expense   4,522    6,742     12,122     18,147  

                

Income from continuing operations  6,982   10,327    18,717     27,753  
Income from discontinued operations, net of income taxes    910     697     5,053     2,643  

                

Net income   7,892    11,024     23,770     30,396  
Other comprehensive income (loss):         

Defined benefit pension plan actuarial gain (loss), net of 
tax  6   —      (380)    —    

                

Comprehensive income   $ 7,898    $ 11,024    $ 23,390    $ 30,396  
                

Earnings per share – basic:         

From continuing operations   $ .18    $ .25    $ .47    $ .67  
From discontinued operations   .02    .02     .13     .07  

                

Earnings per share – basic   $ .20    $ .27    $ .60    $ .74  
                

Earnings per share – diluted:      
From continuing operations   $ .18    $ .24    $ .46    $ .66  
From discontinued operations   .02    .02     .13     .06  

                

Earnings per share – diluted   $ .20    $ .26    $ .59    $ .72  
                

Weighted average shares outstanding – basic   39,249    41,463     39,858     41,226  
                

Weighted average shares outstanding – diluted   39,977    42,544     40,353     42,324  
                



KFORCE INC. AND SUBSIDIARIES 
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS  

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)  
  

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.  
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  September 30,  

2008   
  December 31,  

2007

ASSETS    
Current Assets:     

Cash and cash equivalents   $ 921    $ 1,083  
Trade receivables, net of allowance for doubtful accounts and fallouts of $6,663 and 

$3,002, respectively    140,483     166,777  
Income tax refund receivable    488     377  
Deferred tax asset, net    8,684     8,409  
Prepaid expenses and other current assets   6,577     4,268  

        

Total current assets    157,153     180,914  
Fixed assets, net    15,111     13,355  
Other assets, net    31,152     31,982  
Intangible assets, net   9,291     12,276  
Goodwill    235,324     237,609  

        

Total assets   $ 448,031    $ 476,136  
        

LIABILITIES AND STOCKHOLDERS’ EQUITY     

Current Liabilities:     

Accounts payable and other accrued liabilities   $ 24,506    $ 25,222  
Accrued payroll costs    54,142     53,613  
Other current debt   2,016     3,859  
Income taxes payable    3,525     2,872  

        

Total current liabilities    84,189     85,566  
Long-term debt – credit facility    12,000     50,330  
Long-term debt – other   2,761     2,670  
Deferred tax liability, net   6,097     6,624  
Other long-term liabilities    21,005     18,478  

        

Total liabilities    126,052     163,668  
        

Commitments and contingencies     

Stockholders’ Equity:     

Preferred stock, $0.01 par; 15,000 shares authorized, none issued or outstanding    —       —    
Common stock, $0.01 par; 250,000 shares authorized, 61,862 and 60,919 issued, 

respectively    619     609  
Additional paid-in capital   324,405     310,165  
Accumulated other comprehensive loss    (380)    —  
Retained earnings    136,350     112,580  
Treasury shares at cost; 22,539 and 19,365 shares, respectively    (139,015)    (110,886) 

        

Total stockholders’ equity   321,979     312,468  
        

Total liabilities and stockholders’ equity   $ 448,031    $ 476,136  
        



KFORCE INC. AND SUBSIDIARIES 
UNAUDITED CONDENSED CONSOLIDATED STATEMENT  

OF CHANGES IN STOCKHOLDERS’ EQUITY  
(IN THOUSANDS)  

  

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.  
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Nine Months Ended
September 30, 2008

Common stock – shares:   

Shares at beginning of period    60,919  
Issuance of restricted stock    575  
Exercise of stock options    368  

    

Shares at end of period    61,862  
    

Common stock – par value:   

Balance at beginning of period   $ 609  
Issuance of restricted stock    6  
Exercise of stock options    4  

    

Balance at end of period   $ 619  
    

Additional paid-in capital:   

Balance at beginning of period   $ 310,165  
Issuance of restricted stock    (6) 
Exercise of stock options    2,577  
Income tax benefit from restricted stock and stock option exercises    442  
Stock-based compensation    11,026  
Employee stock purchase plan    201  

    

Balance at end of period   $ 324,405  
    

Accumulated other comprehensive loss:   

Balance at beginning of period   $ —    
Pension adjustment, net of tax and amortization    (380) 

    

Balance at end of period   $ (380) 
    

Retained earnings:   

Balance at beginning of period   $ 112,580  
Net income    23,770  

    

Balance at end of period   $ 136,350  
    

Treasury stock – shares:   
Shares at beginning of period    19,365  
Shares tendered in payment of the exercise price of stock options    52  
Minimum tax withholding on restricted stock awards and stock option exercises    134  
Open market repurchases of common stock    3,063  
Employee stock purchase plan    (75) 

    

Shares at end of period    22,539  
    

Treasury stock – cost:   
Balance at beginning of period   $ (110,886) 
Shares tendered in payment of the exercise price of stock options    (579) 
Minimum tax withholding on restricted stock awards and stock option exercises    (1,219) 
Open market repurchases of common stock    (26,776) 
Employee stock purchase plan    445  

    

Balance at end of period   $ (139,015) 
    



KFORCE INC. AND SUBSIDIARIES 
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  

(IN THOUSANDS)  
  

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.  
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  Nine Months Ended
  September 30, 2008  September 30, 2007
Cash flows from operating activities:     
Net income   $ 23,770    $ 30,396  
Adjustments to reconcile net income to cash provided by (used in) operating activities:     

Deferred income tax provision, net    (519)    5,861  
Gain on sale of discontinued operations    (7,330)    —    
Depreciation and amortization  10,650     10,800  
Stock-based compensation    11,026     2,516  
Provision for bad debts on accounts receivable and fallouts    5,449     1,142  
Supplemental executive retirement plans expense    2,116     1,550  
Amortization of alternative long-term incentive award    —       853  
Deferred compensation liability (decrease) increase, net    (2,832)    1,265  
Tax benefit attributable to option exercises    578     1,530  
Excess tax benefit attributable to option exercises  (51)    (940) 
Loss (gain) on cash surrender value of company-owned life insurance    3,502     (1,571) 
Loss (gain) on asset sales/disposals    160     (432) 

(Increase) decrease in operating assets:     
Trade receivables    17,737     (33,154) 
Income tax refund receivable    (111)    735  
Prepaid expenses and other current assets  (1,159)    (148) 
Other assets, net    473     1,032  

(Decrease) increase in operating liabilities:     
Accounts payable and other accrued liabilities    (1,686)    7,432  
Accrued payroll costs    23     13,221  
Income taxes payable    517     (691) 
Other long-term liabilities    2,578     370  

        

Cash provided by operating activities    64,891     41,767  
        

Cash flows from investing activities:     
Acquisitions, net of cash received    —       (31) 
Proceeds from disposition of businesses    12,036     —    
Capital expenditures    (7,048)    (9,719) 
Premiums paid for company-owned life insurance  (3,705)    (2,861) 
Cash proceeds from asset sales    29     515  

        

Cash provided by (used in) investing activities  1,312     (12,096) 
        

Cash flows from financing activities:     
Proceeds from bank line of credit    248,602     208,147  
Payments on bank line of credit  (286,932)    (240,262) 
Proceeds from exercise of stock options, net of shares tendered in payment of exercise price of stock 

options    2,002     4,118  
Excess tax benefit attributable to option exercises    51     940  
Payment of capital expenditure financing    (2,093)    (3,151) 
Minimum tax withholding on restricted stock awards and stock option exercises    (1,219)    —    
Open market repurchases of common stock  (26,776)    —    

        

Cash (used in) financing activities    (66,365)    (30,208) 
        

Decrease in cash and cash equivalents    (162)    (537) 
        

Cash and cash equivalents at beginning of period    1,083     1,589  
        

Cash and cash equivalents at end of period  $ 921    $ 1,052  
        

Supplemental Cash Flow Information:     
Cash paid during the period for:     

Income taxes, net   $ 14,591    $ 11,942  
Interest, net  $ 1,668    $ 4,091  

Non-Cash Transaction Information:     
Release of funds from escrow – adjustment to purchase price   $ —      $ 4,126  
Shares tendered in payment of exercise price of stock options   $ 579    $ —    
Employee stock purchase plan   $ 646    $ 829  
Equipment acquired under capital leases   $ 1,850    $ 1,562  
Proceeds from discontinued operations held in escrow  $ 1,150    $ —    

Cash used in connection with acquisitions, net   $ —      $ (31) 



KFORCE INC. AND SUBSIDIARIES 
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS  

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)  

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
Organization  

Kforce Inc. and subsidiaries (“Kforce”) is a provider of professional staffing services and solutions to its customers in the 
following segments: Technology, Finance and Accounting, Health and Life Sciences, and Government Solutions. Kforce provides 
flexible staffing services and solutions on both a temporary and full-time basis and also provides search services on both a 
contingency and retained basis. Kforce operates through its corporate headquarters in Tampa, Florida as well as its 57 field offices, 
which are located throughout the United States. One of our subsidiaries, Kforce Global Solutions, Inc., provides outsourcing services 
internationally through two offices in the Philippines. Our international operations comprise approximately 1% of net service 
revenues.  

Kforce serves Fortune 1000 companies, the Federal government, local and regional companies, and small to mid-sized 
companies.  

Basis of Presentation  
The unaudited condensed consolidated financial statements have been prepared pursuant to SEC rules and regulations regarding 

interim financial reporting. Accordingly, certain information and footnotes normally required by accounting principles generally 
accepted in the United States of America (“GAAP”) for complete financial statements have been condensed or omitted pursuant to 
those rules and regulations, although Kforce believes that the disclosures made are adequate to make the information not misleading. 
These condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and notes 
thereto included in our Annual Report on Form 10-K for the year ended December 31, 2007. In management’s opinion, the 
accompanying unaudited condensed consolidated financial statements reflect all adjustments (consisting of only normal recurring 
adjustments) considered necessary for a fair presentation of our financial condition as of September 30, 2008 and our results of 
operations and cash flows for the three and nine months then ended. The data in the condensed consolidated balance sheet as of 
December 31, 2007 was derived from our audited consolidated balance sheet as of December 31, 2007, as presented in our Annual 
Report on Form 10-K for the year ended December 31, 2007.  

Principles of Consolidation  
The consolidated financial statements include the accounts of Kforce Inc. and its subsidiaries. References in this document to 

“Kforce,” “the Company,” “the Firm,” “we,” “our” or “us” refer to Kforce and its subsidiaries, except where the context otherwise 
indicates. All intercompany transactions and balances have been eliminated in consolidation.  

Use of Estimates  
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that 

affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenue and expenses during the reporting period. The most important of these estimates and 
assumptions relate to the following: allowance for doubtful accounts and fallouts, accounting for goodwill and identifiable intangible 
assets, self-insured liabilities, stock-based compensation, pension obligations, and accounting for income taxes. Although these and 
other estimates and assumptions are based on the best available information, actual results could be materially different from these 
estimates.  

Cash and Cash Equivalents  
Kforce classifies all highly liquid investments with an original initial maturity of three months or less as cash equivalents.  

Revenue Recognition  
We earn revenue from two primary sources: Flexible billings and Search fees. Net service revenues represent services rendered 

to customers less credits, discounts, rebates and allowances for fallouts. Revenue includes reimbursements of travel and out-of-pocket 
expenses (“billable expenses”) with equivalent amounts of expense recorded in direct costs of services.  

Flexible billings are recognized as the services are provided by Kforce’s temporary personnel while they are working on 
assignments. For employees, Kforce pays costs of employment, including workers’ compensation insurance, state and federal 
unemployment taxes, social security, and certain fringe benefits. Our Government Solutions segment typically generates its revenue 
from time–and-materials contractual arrangements, which is recognized based upon contractually-established bill rates, as services are 
provided.  
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Search fees are recognized by Kforce when employment candidates accept offers of permanent employment. Kforce records 
revenue net of an estimated reserve for “fallouts,” which is based upon Kforce’s historical fallout experience. Fallouts occur when the 
candidate does not remain employed with the client through the contingency period, which is typically a period of ninety days or less. 

Allowance for Doubtful Accounts and Fallouts  
Kforce has established a reserve for expected credit losses and fallouts on trade receivables based on past experience and 

estimates of potential future write-offs. Kforce performs an ongoing analysis of factors including recent write-off and delinquency 
trends, changes in economic conditions, a specific analysis of material receivable balances that are past due, which is based on each 
receivable’s contractual terms and concentration of accounts receivable among clients, in establishing this reserve. Trade receivables 
are written off by Kforce after all collection efforts have been exhausted. The allowance as a percentage of gross accounts receivable 
was 4.5% and 1.8% as of September 30, 2008 and December 31, 2007, respectively. Management considered significant recent 
developments such as the rise in sudden business failures resulting primarily from the turmoil in the financial and credit markets, 
growing concerns of a U.S. recession as well as Kforce’s exposure to customers in high-risk sectors such as the financial services 
industry, in determining the allowance for doubtful accounts and fallouts reserve as of September 30, 2008.  

As of September 30, 2008 and December 31, 2007, there was no individual client that had a receivable balance greater than 
4.2% and 7.3%, respectively, of gross accounts receivable.  

Fixed Assets  
Fixed assets are carried at cost, less accumulated depreciation and amortization. Depreciation is computed using the straight-line 

method over the estimated useful lives of the assets. The cost of leasehold improvements is amortized using the straight-line method 
over the shorter of the estimated useful lives of the assets or the terms of the related leases, which range from three to fifteen years.  

Income Taxes  
Kforce accounts for income taxes under the principles of Statement of Financial Accounting Standards (“SFAS”) 109, 

Accounting for Income Taxes. SFAS 109 requires the asset and liability approach to the recognition of deferred tax assets and 
liabilities for the expected future tax consequences of the differences between the financial statement carrying amounts and the tax 
bases of assets and liabilities. SFAS 109 requires that unless it is “more likely than not” that a deferred tax asset can be utilized to 
offset future taxes, a valuation allowance must be recorded against that asset. The tax benefits of deductions attributable to the 
employees’ disqualifying dispositions of shares obtained from incentive stock options, exercises of non-qualified options, and vesting 
of restricted stock are reflected as increases in additional paid-in capital.  

In June 2006, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation (“FIN”) No. 48, Accounting for 
Uncertainty in Income Taxes (“FIN 48”). This interpretation clarified the accounting for uncertainty in income taxes recognized in an 
enterprise’s financial statements in accordance with SFAS 109. This interpretation prescribes a recognition threshold and 
measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax 
return. Under this interpretation, the evaluation of a tax position involves a two-step process. First, the enterprise determines whether 
it is more-likely-than-not that a tax position will be sustained upon examination, based on the technical merits of the position. The 
second step measures the benefit to be recorded from tax positions that meet the more-likely-than-not recognition threshold, whereby 
the enterprise determines the largest amount of tax benefit that is greater than 50 percent likely of being realized upon ultimate 
settlement, and recognizes that benefit in its financial statements.  

Fair Value of Financial Instruments  
Kforce uses fair value measurements in areas that include, but are not limited to: the allocation of purchase price consideration 

to tangible and identifiable intangible assets; impairment testing of goodwill and long-lived assets; share-based compensation 
arrangements and capital lease obligations. The carrying values of cash and cash equivalents, accounts receivable, accounts payable, 
and other current assets and liabilities approximate their fair values because of the short-term nature of these instruments. The 
carrying value of our long-term debt approximates fair value due to the variable nature of the interest rates under our Credit Facility. 
Kforce, using available market information and appropriate valuation methodologies, has determined the estimated fair value of its 
financial instruments. However, considerable judgment is required in interpreting data to develop the estimates of fair value.  

On January 1, 2008, Kforce adopted the provisions of SFAS 157, Fair Value Measurements (“SFAS 157”), which established a 
framework for measuring fair value and expands disclosures about fair value measurements. The adoption of SFAS 157 did not have 
any impact on our consolidated financial statements upon adoption.  
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Goodwill and Intangible Assets  
Kforce performs an annual review to ensure that no impairment of goodwill exists or more frequently if events or circumstances 

dictate. As discussed in Note B, Kforce disposed of a portion of its Health and Life Sciences reporting unit during the three month 
period ended June 30, 2008. In accordance with SFAS 142, Goodwill and Other Intangible Assets, Kforce performed an impairment 
test of the remaining Health and Life Sciences reporting unit after the disposition. In addition, Kforce considered the recent economic 
developments and determined that there was no triggering event necessitating an interim review of the carrying value of our goodwill 
and other identifiable intangible assets. There were no impairment charges recorded during the nine months ended September 30, 
2008 and 2007.  

Identifiable intangible assets arising from certain of Kforce’s acquisitions include non-compete agreements, customer lists, 
contractual relationships, customer contracts, trademarks and trade names. Kforce has determined that the straight-line method is an 
appropriate methodology to allocate the cost over the periods of expected benefit, which range from 1 to 15 years.  

Impairment of Long-Lived Assets  
Kforce periodically reviews the carrying value of long-lived assets including its identifiable intangible assets to determine if 

impairment has occurred. Impairment losses, if any, are recorded in the period identified. Significant judgment is required to 
determine whether or not impairment has occurred. The determination is made by evaluating expected future undiscounted cash flows 
or the anticipated recoverability of costs incurred and, if necessary, determining the amount of the loss, if any, by evaluating the fair 
value of the assets. There were no impairment charges recorded during the nine months ended September 30, 2008 and 2007.  

Capitalized Software  
Kforce purchases, and in certain cases develops, and implements new computer software to enhance the performance of its 

accounting and operating systems. Direct internal costs, such as payroll and payroll-related costs, and external costs incurred during 
the development stage of each project, are capitalized and classified as capitalized software. Kforce capitalized development-stage 
implementation costs of $487 and $1,511 during the three and nine months ended September 30, 2008, respectively, compared to 
$1,490 and $5,592 during the three and nine months ended September 30, 2007, respectively.  

Capitalized software development costs are classified as other assets, net in the accompanying unaudited condensed 
consolidated balance sheets and are being amortized over the estimated useful lives of the software, which range from 1 to 5 years, 
using the straight-line method.  

Commissions  
Our associates make placements and earn commissions as a percentage of actual revenue or gross profit pursuant to a calendar-

year-basis commission plan. The amount of commissions paid as a percentage of revenue or gross profit increases as volume 
increases. Kforce accrues commissions for actual revenue or gross profit at a percentage equal to the percent of total expected 
commissions payable to total revenue or gross profit for the year.  

Stock-Based Compensation  
Kforce accounts for stock-based compensation under the provisions of SFAS 123R, Share-Based Payment (“SFAS 123R”). This 

statement requires Kforce to measure the cost of employee services received in exchange for an award of equity instruments based on 
the grant-date fair value of the award. That cost is recognized over the period in which the employee is required to provide service in 
exchange for the award, which is usually the vesting period. No compensation cost is recognized for equity instruments for which 
employees do not render the requisite service.  

Accounting for Postretirement Benefits  
We adopted the provisions of SFAS 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans—

an amendment of FASB Statements No. 87, 88, 106, and 132(R) (“SFAS 158”) on December 31, 2006. This statement requires Kforce 
to recognize the overfunded or underfunded status of a defined benefit postretirement plan (other than a multiemployer plan) as an 
asset or liability in its consolidated balance sheet and to recognize changes in that funded status in the year in which the changes 
occur, through comprehensive income. This statement also requires Kforce to measure the funded status of a plan as of the date of its 
fiscal year-end, with limited exceptions.  

Under this statement, Kforce continues to apply the provisions of SFAS 87, Employers’ Accounting for Pensions (“SFAS 87”), 
and SFAS 88, Employers’ Accounting for Settlements and Curtailment of Defined Benefit Pension Plans and for Termination Benefits
(“SFAS 88”), in measuring plan assets and benefit obligations and in determining the net periodic benefit cost associated with the 
Supplemental Executive Retirement Plan. In addition, Kforce continues to apply the provisions of SFAS 106, Employers’ Accounting 
for Postretirement Benefits Other Than Pensions (“SFAS 106”), in measuring plan assets and benefit obligations and in determining 
the net periodic benefit cost associated with the Supplemental Executive Retirement Health Plan.  
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Workers’ Compensation  
Except for states which require participation in state-operated insurance funds, Kforce retains the economic burden for the first 

$250 per occurrence in workers’ compensation claims. Workers’ compensation includes ongoing healthcare and indemnity coverage 
for claims and may be paid over numerous years following the date of injury. Workers’ compensation expense includes the insurance 
premiums for claims in excess of $250, claims administration fees charged by Kforce’s workers’ compensation administrator, 
premiums paid to state-operated insurance funds, an estimate for Kforce’s liability for Incurred but Not Reported (“IBNR”) claims 
and for the ongoing development of existing claims.  

Kforce estimates its workers’ compensation liability based upon historical claims experience, actuarially-determined loss 
development factors, and qualitative considerations such as claims management activities.  

Health Insurance  
Kforce retains liability up to $250 annually for each health insurance participant. Health insurance costs are accrued using 

estimates to approximate the liability for reported claims and IBNR claims, which are based primarily upon an evaluation of historical 
claims experience and a review of expected changes in health insurance costs.  

Business Combinations  
Kforce utilizes the purchase method of accounting for acquisitions whereby the total purchase price is first allocated to the assets 

acquired and liabilities assumed, and any remaining purchase price is allocated to goodwill. Kforce recognizes intangible assets apart 
from goodwill if they arise from contractual or other legal rights, or if they are capable of being separated or divided from the 
acquired entity and sold, transferred, licensed, rented, or exchanged. Assumptions and estimates are used in determining the fair value 
of assets acquired and liabilities assumed in a business combination. Valuation of intangible assets acquired requires that we use 
significant judgment in determining fair value and whether such intangibles are amortizable and, if the asset is amortizable, the period 
and the method by which the intangible asset will be amortized. Changes in the initial assumptions could lead to changes in 
amortization charges recorded in our financial statements. Additionally, estimates for purchase price allocations may change as 
subsequent information becomes available.  

Earnings per Share  
Basic earnings per share is computed as earnings divided by the weighted average of common shares outstanding during the 

period. Diluted earnings per share includes the dilutive effects of stock options and other potentially dilutive securities such as non-
vested stock grants using the treasury stock method. The following table sets forth the computation of basic and diluted earnings per 
share from continuing and discontinued operations for the three and nine months ended September 30, 2008 and 2007:  
  

Awards to purchase or receive 2,243 and 3,035 shares of common stock for the three and nine months ended September 30, 
2008, respectively, were not included in the computation of diluted earnings per share because their impact would have been anti-
dilutive. Awards to purchase or receive 742 and 829 shares of common stock for the three and nine months ended September 30, 
2007, respectively, were not included in the computation of diluted earnings per share because their impact would have been anti-
dilutive.  
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Three Months

Ended September 30   
Nine Months

Ended September 30
          2008                 2007                  2008                 2007        

Numerator:         

Income from continuing operations   $ 6,982  $ 10,327  $ 18,717  $ 27,753
Income from discontinued operations, net of tax   910  697   5,053  2,643

                

Net income   $ 7,892  $ 11,024  $ 23,770  $ 30,396
                

Denominator:         

Weighted average shares outstanding – basic  39,249  41,463   39,858  41,226
Common stock equivalents    728   1,081   495   1,098

                

Weighted average shares outstanding – diluted   39,977  42,544   40,353  42,324
Earnings per share – basic:         

From continuing operations  $ .18  $ .25  $ .47  $ .67
From discontinued operations    .02   .02   .13   .07

                

Earnings per share – basic   $ .20  $ .27  $ .60  $ .74
                

Earnings per share – diluted:         

From continuing operations   $ .18  $ .24  $ .46  $ .66
From discontinued operations   .02  .02   .13  .06

                

Earnings per share – diluted   $ .20  $ .26  $ .59  $ .72
                



New Accounting Standards  
In December 2007, the FASB issued SFAS No. 141R, Business Combinations (“SFAS 141R”), which replaces SFAS No. 141. 

This statement retains the purchase method of accounting for acquisitions but establishes principles and requirements for how an 
acquirer entity recognizes and measures in its financial statements the identifiable assets acquired (including intangibles), the 
liabilities assumed and any non-controlling interests in the acquired entity. This statement also changes the recognition of assets 
acquired and liabilities assumed arising from contingencies, and requires the expensing of acquisition-related costs as incurred, 
among others. The statement will apply prospectively to business combinations occurring in our fiscal year beginning January 1, 
2009.  

In February 2007, the FASB issued SFAS 159, The Fair Value Option for Financial Assets and Financial Liabilities (“SFAS 
159”). SFAS 159 provides companies with an option to report selected financial assets and liabilities at fair value. It also establishes 
presentation and disclosure requirements to facilitate comparisons between companies using different measurement attributes for 
similar types of assets and liabilities. The statement is effective for our fiscal year beginning January 1, 2008. We did not elect to 
adopt the provisions of SFAS 159.  

In September 2006, the FASB issued SFAS 157, Fair Value Measurements (“SFAS 157”). SFAS 157 defines fair value, 
establishes a framework for measuring fair value, and expands disclosures about fair value measurements. The statement is effective 
for fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. As previously mentioned, we 
adopted SFAS 157 on January 1, 2008, which did not have any impact on our consolidated financial statements upon adoption.  

In February 2008, the FASB issued FASB Staff Position (“FSP”) No. 157-2 (“FSP 157-2”). FSP 157-2 delays the effective date 
of SFAS 157 for non-financial assets and non-financial liabilities, except those that are recognized or disclosed at fair value in the 
financial statements on a recurring basis, to fiscal years beginning after November 15, 2008 and interim periods within those fiscal 
years. In February 2008, the FASB also issued FSP No. 157-1 that would exclude leasing transactions accounted for under SFAS 
No. 13, Accounting for Leases, and its related interpretive accounting pronouncements. We do not expect the SFAS 157-related 
guidance to have a material impact on our consolidated financial statements.  

In April 2008, the FASB issued FSP No. FAS 142-3, Determination of the Useful Life of Intangible Assets (“FSP 142-3”). FSP 
142-3 amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful life 
of a recognized intangible asset under FASB Statement No. 142, Goodwill and Other Intangible Assets, and requires enhanced 
disclosures relating to: (a) the entity’s accounting policy on the treatment of costs incurred to renew or extend the term of a 
recognized intangible asset; (b) in the period of acquisition or renewal, the weighted-average period prior to the next renewal or 
extension (both explicit and implicit), by major intangible asset class and (c) for an entity that capitalizes renewal or extension costs, 
the total amount of costs incurred in the period to renew or extend the term of a recognized intangible asset for each period for which 
a statement of financial position is presented, by major intangible asset class. FSP 142-3 must be applied prospectively to all 
intangible assets acquired as of and subsequent to fiscal years beginning after December 15, 2008, and interim periods within those 
fiscal years.  

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles (“SFAS 162”). The 
new standard is intended to improve financial reporting by identifying a consistent framework, or hierarchy, for selecting accounting 
principles to be used in preparing financial statements that are presented in conformity with GAAP for nongovernmental entities. 
SFAS 162 is effective 60 days following SEC approval of the Public Company Accounting Oversight Board Auditing amendments to 
AU Section 411, The Meaning of Present Fairly in Conformity with Generally Accepted Accounting Principles. The adoption of 
SFAS 162 is not anticipated to have an effect on the Company’s consolidated financial statements.  

International Financial Reporting Standards (IFRS) are a set of standards and interpretations adopted by the International 
Accounting Standards Board. The SEC is currently considering a potential IFRS adoption process in the U.S., which could, in the 
near term, provide domestic issuers with an alternative accounting method and ultimately could replace U.S. GAAP reporting 
requirements with IFRS reporting requirements. It is anticipated that the SEC will issue guidance on this potential adoption by 
December 31, 2008. We are currently investigating the implications to the Company should we be required to adopt IFRS.  

Note B – Discontinued Operations  
Scientific  

On April 29, 2008 (the “Scientific Closing Date”), Kforce entered into an Asset Purchase Agreement (the “Scientific APA”) 
pursuant to which it sold its Scientific business, a non-core business within its Health and Life Sciences segment, to Aerotek 
Scientific, LLC (the “Scientific Buyer”) for $10,500 in cash, including $1,150 held in escrow, plus additional earnout potential of up 
to an aggregate of $1,500, measured over a 16-week period from the Scientific Closing Date. During the three months ended June 30, 
2008, Kforce recorded a working capital adjustment of $314, which reduced the gain on sale of discontinued operations.  
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In addition, during the three months ended September 30, 2008, Kforce received $1,500 from the Scientific Buyer representing the 
maximum earnout, which has been reflected as a gain on sale of discontinued operations.  

In connection with the closing of the sale, Kforce entered into certain ancillary agreements with the Scientific Buyer, including a 
Transition Services Agreement (the “Scientific TSA”). Through the Scientific TSA, Kforce provided various temporary support 
services. The fees for these services were generally equivalent to Kforce’s cost. No such services will be provided in future periods.  

Although the services provided under the Scientific TSA generate continuing cash flows between Kforce and the Scientific 
Buyer, the amounts are not considered to be either direct cash flows or significant to the ongoing operations of either entity. Also, 
Kforce received an earnout payment of $1,500 from the Scientific Buyer in September. However, under the provisions of EITF Issue 
No. 03-13, Applying the Conditions of Paragraph 42 of FASB Statement No. 144 in Determining Whether to Report Discontinued 
Operation (“EITF 03-13”), contingent purchase consideration is considered an indirect continuing cash flow. In addition, Kforce has 
no contractual ability through the Scientific APA or any other agreement to significantly influence the operating or financial policies 
of the Scientific Buyer. As a result, pursuant to the provisions of EITF 03-13, Kforce has no significant continuing involvement in the 
operations of its Scientific business and, as such, has classified such operating results as discontinued operations.  

In accordance with the Scientific APA, Kforce is obligated to indemnify the Scientific Buyer for certain losses, as defined, in 
excess of $50. Kforce’s obligations under the indemnification provisions of the Scientific APA shall, with the exception of certain 
items, cease 18 months from the Scientific Closing Date and are limited to an aggregate of $3,475. Kforce believes any exposure 
under the indemnification provisions is remote and, as a result, has not recorded a liability as of September 30, 2008.  

Nursing  

On June 29, 2008 (the “Nursing Closing Date”), Kforce entered into an Asset Purchase Agreement (the “Nursing APA”) 
pursuant to which it sold its per-diem Nursing business, a non-core business within its Health and Life Sciences segment, to Realtime 
Services, Inc. (the “Nursing Buyer”) for $1,500 in cash, which was paid at closing. Additionally, Kforce and the Nursing Buyer 
entered into a subordinated secured promissory note in the amount of $500 (the “Note”) that bears interest at a fixed rate of 6.00%. 
The interest and principal amount of the Note have been fully reserved. A balloon payment of $500 plus all accrued and unpaid 
interest is due on June 30, 2011, the maturity date of the Loan. The Note is collateralized by a lien on all of the Nursing Buyer’s 
assets but is subordinated to the Nursing Buyer’s obligations to its lender.  

In connection with the closing of the sale, Kforce entered into certain ancillary agreements with the Nursing Buyer, including a 
Transition Services Agreement (the “Nursing TSA”). Through the Nursing TSA, Kforce provided various temporary support 
services. The fees for these services were generally equivalent to Kforce’s cost. No such services will be provided in future periods.  

Although the services provided under the Nursing TSA generate continuing cash flows between Kforce and the Nursing Buyer, 
the amounts are not considered to be direct cash flows of the discontinued operation, as defined in EITF 03-13, nor are they 
significant to the ongoing operations of either entity. Kforce has no contractual ability through the Nursing APA or any other 
agreement to significantly influence the operating or financial policies of the Nursing Buyer. As a result, under the provisions of EITF 
03-13, Kforce has no significant continuing involvement in the operations of the per-diem Nursing business sold to the Nursing Buyer 
and, as such, has classified such operating results as discontinued operations.  

In accordance with the Nursing APA, Kforce is obligated to indemnify the Nursing Buyer for certain losses, as defined, in 
excess of $50. Kforce’s obligations under the indemnification provisions of the Nursing APA shall, with the exception of certain 
items, cease 12 months from the Nursing Closing Date and are limited to an aggregate of $375. Kforce believes any exposure under 
the indemnification provisions is remote and, as a result, has not recorded a liability as of September 30, 2008.  

In addition, during the three months ended June 30, 2008, Kforce commenced and completed efforts to wind down the 
remaining operations of its non per-diem Nursing business, which included the permanent placement of a number of its temporary 
employees that were previously on assignment with its customers.  
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The financial results of Scientific and Nursing have been presented as discontinued operations in the accompanying unaudited 
condensed consolidated statements of operations and comprehensive income. The following summarizes the results from 
discontinued operations for the three and nine months ended September 30, 2008 and 2007:  
  

As was previously mentioned, Kforce received $1,500 from the Scientific Buyer in full achievement of the earnout during the 
three months ended September 30, 2008, which has been reflected as a gain on sale of discontinued operations in the table above.  

Included in the gain on sale of discontinued operations for the nine months ended September 30, 2008 are transaction expenses, 
which primarily include commissions, legal fees and transaction bonuses totaling $1,437. As of December 31, 2007 and 
September 30, 2008, accounts receivable pertaining to discontinued operations of $8,848 and $201, respectively, were outstanding 
and are classified in trade receivables. Accounts receivable pertaining to the discontinued operations of Scientific as of the Scientific 
Closing Date were sold to the Scientific Buyer. Kforce does not currently anticipate incurring any significant costs related to 
discontinued operations in future periods.  

Kforce utilized the cash proceeds from the sale of our Scientific and per-diem Nursing businesses to reduce outstanding 
borrowings under our Credit Facility as well as to repurchase common stock.  

Acceleration of Equity Awards  

Kforce granted an aggregate of 361 Stock Appreciation Rights (“SARS”) and an aggregate of 575 shares of Performance 
Accelerated Restricted Stock (“PARS”) on January 2, 2008, to Kforce’s Chief Executive Officer and the next four highest 
compensated executive officers (which group is hereinafter referred to as “Named Executive Officers” or “NEOs”). These equity 
awards included a provision whereby their vesting could be accelerated at the discretion of the Compensation Committee should there 
be a sufficient gain on the disposal of a portion of Kforce’s business. As a result of the dispositions discussed above, Kforce’s 
Compensation Committee approved the acceleration of the vesting of these equity awards on June 30, 2008, which resulted in the 
acceleration and recognition of $6,009 of compensation expense during the quarter ended June 30, 2008. This expense has been 
classified in selling, general and administrative expenses in the accompanying unaudited condensed consolidated statements of 
operations and comprehensive income.  

Note C – Commitments and Contingencies  

Litigation  

In the ordinary course of its business, Kforce is, from time to time, threatened with or named as a defendant in various lawsuits. 
Kforce maintains insurance in such amounts and with such coverage and deductibles as management believes is reasonable. The 
principal risks that Kforce insures against are workers’ compensation, personal injury, bodily injury, property damage, professional 
malpractice, directors and officers liability, errors and omissions, employment practices liability and fidelity losses. Kforce is not 
aware of any litigation that would reasonably be expected to have a material adverse effect on its results of operations or financial 
condition.  
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Three Months 

Ended September 30   
Nine Months

Ended September 30
   2008   2007   2008   2007

Net service revenues  $ —     $ 15,590    $ 23,671    $ 48,466  
Direct costs of services and operating expenses    —       (14,438)    (22,567)    (44,096) 

                

  —      1,152     1,104    4,370  
Gain on sale of discontinued operations   1,499    —       7,330    —    

                

Income from discontinued operations, before income taxes   1,499    1,152     8,434    4,370  
Income tax expense   (589)   (455)    (3,381)   (1,727) 

                

Income from discontinued operations, net of income taxes  $ 910   $ 697    $ 5,053    $ 2,643  
                



Employment Agreements  

Kforce has entered into employment agreements with certain executive officers and managers that provide for minimum 
compensation, salary and continuation of certain benefits for a six-month to three-year period under certain circumstances. The 
agreements also provide for a severance payment of one to three times annual salary and one half to three times average annual bonus 
if employment is terminated without good cause by the employer or for good reason by the employee. These agreements contain 
certain post-employment restrictive covenants. Kforce’s liability at September 30, 2008 was approximately $42,226 if, following a 
change of control, all of the employees under contract were terminated without good cause by the employer or the employees resign 
for good cause and $17,168 if, in the absence of a change in control, all of the employees under contract were terminated by Kforce 
without good cause or the employees resign for good cause.  

Kforce has not recorded a liability related to the employment agreements as no events have occurred that would require payment 
under the agreements.  

Note D – Employee Benefit Plans  

Supplemental Executive Retirement Plan  

Effective December 31, 2006, Kforce implemented a Supplemental Executive Retirement Plan (the “SERP”) for the benefit of 
certain executives. The primary goals of the SERP are to create an additional wealth accumulation opportunity, restore lost qualified 
pension benefits due to government limitations and retain the Named Executive Officers. The SERP is a nonqualified benefit plan, 
and does not include elective deferrals of covered executive officers’ salaries. The SERP is funded entirely by Kforce, and benefits 
are taxable to the executive officer upon receipt and deductible by Kforce when paid. Benefits payable under the SERP are targeted at 
45% of the covered executive officer’s average salary and bonus from the three years where the executive earned the highest salary 
and bonus during the last ten years of employment, which is subject to adjustment for early retirement and the participant’s vesting 
percentage. Benefits under the SERP are expected to be paid as a lump sum present value payment, but may be commuted to a 10-
year annuity or paid over the life of the covered executive officer, as elected by the covered executive officer upon commencement of 
participation in the SERP. Normal retirement age under the SERP is defined as age 65. Vesting under the plan is defined as 100% 
upon the attainment of age 55 and 10 years of service and 0% prior to the attainment of age 55 and 10 years of service or upon death, 
disability, change in control or an involuntary separation of service for any reason other than for cause after attaining 5 years of 
service. Certain conditions allow for early retirement as early as age 55 or upon change in control. The benefits under the SERP are 
reduced for a participant that has not reached age 62 with 10 years of service or age 55 with 25 years of service. None of the benefits 
earned pursuant to the SERP are attributable to services provided prior to December 31, 2006.  

Net Periodic Benefit Cost  

The following represents the net periodic benefit cost, which was determined based upon actuarial calculations, for the 
following periods:  
  

Remeasurement of Benefit Obligation  

The net periodic benefit cost recognized for the six months ended June 30, 2008 was based upon the actuarial valuation at the 
beginning of the year, which utilized the assumptions noted in our Annual Report on Form 10-K for the year ended December 31, 
2007. As of June 30, 2008, Kforce evaluated the continued propriety of the assumptions in light of the current operating environment 
and determined that more recent data became available that necessitated the need for a remeasurement of the benefit obligation in 
accordance with SFAS 87, Employers’ Accounting for Pensions (“SFAS 87”).  

As a result of the remeasurement as of June 30, 2008, Kforce recognized $669 to accumulated other comprehensive loss, net of a 
deferred income tax benefit of $283 during the three months ended June 30, 2008, which is being amortized as a component of net 
periodic benefit cost over the attribution period.  
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Three Months 

Ended September 30   
Nine Months 

Ended September 30
  2008  2007   2008  2007

Service cost   $ 610  $ 428  $ 1,706  $ 1,285
Interest cost   37   —     103  —  
Expected return on plan assets   —     —     —    —  
Plan amendment   —     —     —    —  
Actuarial (gain)/loss   6   —     6  —  

                

Net periodic benefit cost   $ 653  $ 428  $ 1,815  $ 1,285
                



The following table represents the changes to the benefit obligation during the nine months ended September 30, 2008: 
  

Actuarial Assumptions  
The following represents the assumptions used subsequent to the measurement date to determine the net periodic benefit cost for 

the three months ended September 30, 2008:  
  

  

Contributions  

There is no requirement for Kforce to fund the SERP and, as a result, no contributions were made to the plan during the nine 
months ended September 30, 2008. Kforce does not currently anticipate funding the SERP during the year ending December 31, 
2008.  

Supplemental Executive Retirement Health Plan  
Effective April 20, 2007, the Board of Directors approved the Supplemental Executive Retirement Health Plan (“SERHP”) to 

provide postretirement health and welfare benefits to certain executives. The vesting and eligibility requirements mirror that of the 
SERP and no funding is required by Kforce or the participants. The expected postretirement benefit obligation is being accrued 
ratably based upon the anticipated vesting dates of the participants. Consistent with the SERP, none of the benefits earned are 
attributable to services provided prior to the effective date.  

The following represents the net periodic benefit cost, which was determined based upon actuarial calculations at the beginning 
of the year, for the following periods:  
  

The following table represents the changes to the accumulated postretirement benefit obligation during the nine months ended 
September 30, 2008:  
  

There is no requirement for Kforce to fund the SERHP. As a result, no contributions were made to the plan during the nine 
months ended September 30, 2008. Kforce does not currently anticipate funding the SERHP during the year ending December 31, 
2008.  
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Benefit obligation – beginning of period   $      1,718
Net periodic benefit cost    1,815
Remeasurement of benefit obligation, net of amortization    663

    

Benefit obligation – end of period   $ 4,196
    

Discount rate (1)   6.50%
Expected long-term rate of return on plan assets (2)   —     
Average assumed rate of compensation increase   4.00%

(1) The discount rate is based upon the yield of a portfolio of high quality, long-term corporate bonds with a maturity 
commensurate with the expected payout of the SERP obligation and is expected to be adjusted annually. Kforce also compares 
this discount rate to the Citigroup Pension Discount Curve to ensure the rate used is reasonable. 

(2) Due to the SERP being unfunded, it is not necessary for Kforce to determine the expected long-term rate of return on plan 
assets. Once funded, Kforce will determine the expected long-term rate of return on plan assets by determining the composition 
of the asset portfolio, the historical long-term investment performance and current market conditions. 

   
Three Months 

Ended September 30   
Nine Months 

Ended September 30
   2008   2007   2008   2007

Service cost   $ 96  $ 242  $ 287  $ 265
Interest cost   4   —     14  —  
Expected return on plan assets   —     —     —    —  
Amortization of unrecognized transition (asset)/obligation   —     —     —    —  
Recognized net (gains)/losses   —     —     —    —  

                

Net periodic benefit cost   $ 100  $ 242  $ 301  $ 265
                

Accumulated postretirement benefit obligation – beginning of period   $      416
Net periodic benefit cost    301

    

Accumulated postretirement benefit obligation – end of period   $ 717
    



Note E – Stock Incentive Plans  
In 1994, Kforce established the Employee Incentive Stock Option Plan that allows the issuance of Incentive Stock Options. The 

Employee Incentive Stock Option Plan was subsequently amended in 1996 to allow for the issuance of Nonqualified Stock Options, 
Stock Appreciation Rights, and Restricted Stock. The Employee Incentive Stock Option Plan expired in March of 2005. During 1995, 
Kforce established the Non-Employee Director Stock Option Plan, which authorized the issuance to non-employee directors of 
options to purchase common stock. The Non-Employee Director Stock Option Plan expired in October of 2005.  

On June 20, 2006, the shareholders approved the Stock Incentive Plan. The aggregate number of shares of common stock that 
may be subject to awards under the Stock Incentive Plan, subject to adjustment upon a change in capitalization, is 3,000. The Stock 
Incentive Plan terminates on April 28, 2016. Vesting of equity instruments issued under the Stock Incentive Plan is determined on a 
grant-by-grant basis.  

Stock Options  

A summary of stock option activity under all of Kforce’s plans for the nine months ended September 30, 2008 is as follows:  
  

Kforce uses the Black Scholes option pricing model to derive the fair value of options granted. Options expire at the end of ten 
years from the date of grant. Kforce issues new shares upon exercise of options. During the three and nine months ended 
September 30, 2008, Kforce recognized compensation expense of $169 and $306, respectively. Kforce recognized compensation 
expense of $98 and $210 during the three and nine months ended September 30, 2007, respectively.  

As of September 30, 2008, total unrecognized compensation expense related to non-vested options was $276, which will be 
recognized over a weighted average remaining period of 0.63 years.  

Stock Appreciation Rights  
The following table presents the SARS activity under the Stock Incentive Plan for the nine months ended September 30, 2008:  
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Employee Incentive
Stock Option Plan   

Non-Employee
Director Stock 

Option Plan   

Stock 
Incentive

Plan   Total   

Weighted 
Average Exercise
Price per Share   

Weighted Average
Grant Date Fair 

Value   

Total Intrinsic
Value of Options

Exercised

Outstanding as of 
December 31, 2007   3,602     111     113     3,826     $ 10.96    

Granted   —      —      35     35     $ 9.13  $ 6.47  

Exercised   (368)    —      —      (368)    $ 7.02    $ 1,499
Forfeited/Cancelled   (290)   (10)    (40)   (340)   $ 21.43    

                  

Outstanding as of 
September 30, 2008   2,944     101     108     3,153     $ 10.27    

                  

Unvested awards as of 
September 30, 2008 
(1)   —      —      108     108         

                  

Exercisable at 
September 30, 2008   2,944     101     —      3,045     $ 10.21    

                  

(1) All unvested awards as of September 30, 2008 are expected to vest in the future. 

   
# of SARS

Outstanding  

Weighted Average
Exercise Price Per

SAR   

Weighted Average
Grant Date Fair 

Value   

Total Intrinsic
Value of SARS

Exercised

Outstanding as of December 31, 2007   469   $ 12.66     

Granted   361   $ 8.94   $ 5.30   
Exercised   —    —     —   
Forfeited/Cancelled   —    —     

         

Outstanding as of September 30, 2008   830   $ 11.04     
         

Unvested awards as of September 30, 2008 (1)   469       
         

Exercisable at September 30, 2008   361   $ 8.94     
         

(1) All unvested awards as of September 30, 2008 are expected to vest in the future. 



During January 2008, Kforce granted an aggregate of 361 SARS to certain executives, which were scheduled to vest 100% three 
years from the date of issuance. Vesting was to be accelerated if Kforce’s stock price were to exceed $11.62 for a period of 10 trading 
days or certain performance conditions were met that related to the disposition of a portion of the business at a sufficient gain, which 
was subject to Compensation Committee approval.  

Kforce uses the Black Scholes option pricing model to derive the fair value of the SARS. Compensation expense attributable to 
the SARS granted during the nine months ended September 30, 2008, was being recognized over the derived service period of 2.17 
years, which was determined using a lattice model and was subject to any acceleration provisions being met.  

As was previously discussed, on June 30, 2008, the Compensation Committee approved the acceleration of the vesting of the 
SARS issued in January 2008 as a result of the sale of Kforce’s Scientific and per-diem Nursing businesses. As a result, Kforce 
accelerated the previously unrecognized compensation expense associated with these awards of $1,475 during the three months ended 
June 30, 2008. Kforce recognized total compensation expense related to the SARS of $499 and $3,385 during the three and nine 
months ended September 30, 2008, respectively. Kforce recognized total compensation expense related to the SARS of $496 and 
$1,489 during the three and nine months ended September 30, 2007, respectively.  

As of September 30, 2008, total unrecognized compensation expense related to the SARS was $76, which will be fully 
recognized during October 2008.  

Performance Accelerated Restricted Stock  

The following table presents the PARS activity under the Stock Incentive Plan during the nine months ended September 30, 
2008:  
  

During January 2008, Kforce granted an aggregate of 575 PARS to certain executives, which had a 6-year vesting period. 
Vesting was to be accelerated if Kforce’s stock price were to exceed $13.41 for a period of 10 trading days or certain performance 
conditions were met that related to the disposition of a portion of the business at a sufficient gain, which was subject to Compensation 
Committee approval.  

The valuation of the PARS was determined by its intrinsic value (as if the underlying shares were vested and issued on the grant 
date) and had a grant date fair value of $8.94. The fair value of these awards was being amortized over a weighted average derived 
service period of 4.2 years, which was determined using a lattice model and was subject to any acceleration provisions being met.  

As was previously discussed, on June 30, 2008, the Compensation Committee approved the acceleration of the vesting of the 
PARS issued in January 2008 as a result of the sale of Kforce’s Scientific and per-diem Nursing businesses. As a result, Kforce 
accelerated the previously unrecognized compensation expense associated with these awards of $4,534 during the three months ended 
June 30, 2008. Kforce recognized total compensation expense related to the PARS of $264 and $5,946 during the three and nine 
months ended September 30, 2008, respectively. Kforce recognized total compensation expense related to the PARS of $258 and 
$702 during the three and nine months ended September 30, 2007, respectively.  

During the nine months ended September 30, 2008, certain executives elected to satisfy minimum tax withholding obligations 
related to the vesting of the PARS by directing Kforce to withhold 104 of these shares. Kforce accounts for these shares as treasury 
stock until they have been formally retired and have been reflected as such in the accompanying unaudited condensed consolidated 
financial statements.  

As of September 30, 2008, total unrecognized compensation expense related to the PARS was $2,195, which will be recognized 
over a weighted average remaining period of 2.10 years.  
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       SHARES    

Outstanding as of December 31, 2007       299 
Granted       575 
Vested       (575)
Forfeited      (2)

   

Outstanding as of September 30, 2008       297 
   



Restricted Stock  
The following table presents the restricted stock activity under the Stock Incentive Plan during the nine months ended 

September 30, 2008:  
  

The value of time-based restricted stock is determined by its intrinsic value (as if the underlying shares were vested and issued) 
on the grant date. The weighted average grant date fair value of the restricted stock issued during the nine months ended 
September 30, 2008 was $8.30, which is being recognized over the requisite service period. During the three and nine months ended 
September 30, 2008, Kforce recognized compensation expense related to restricted stock of $527 and $1,389, respectively. Kforce 
recognized compensation expense related to restricted stock of $44 and $115 during the three and nine months ended September 30, 
2007, respectively.  

Total unrecognized compensation expense related to restricted stock awards that were unvested as of September 30, 2008 was 
$3,625, which will be recognized over a weighted average remaining period of 4.33 years.  

Note F – Goodwill and Other Intangible Assets  
The following table sets forth the activity in goodwill and other intangible assets from December 31, 2007 through 

September 30, 2008:  
  

As of September 30, 2008 and December 31, 2007, intangible assets, net in the accompanying unaudited condensed 
consolidated balance sheets consisted of non-compete agreements, employment agreements, trade names, trademarks, customer 
relationships, customer contracts and customer lists. Indefinite-lived intangible assets, which consist of trade names and trademarks, 
amounted to $4,090 as of September 30, 2008 and December 31, 2007. All of the intangible assets represented less than 5% of total 
assets.  

As of September 30, 2008 and December 31, 2007, accumulated amortization on intangible assets was $19,604 and $16,619, 
respectively. The estimated remaining amortization expense is $623 for 2008, $1,436 for 2009, $981 for 2010, $488 for 2011 and 
$384 for 2012.  
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       SHARES    

Outstanding as of December 31, 2007       80 
Granted (1)      517 
Vested       —  
Forfeited       (19)

   

Outstanding as of September 30, 2008       578 
   

(1) The restricted stock granted during the nine months ended September 30, 2008 has the following vesting periods: (i) 323 have a 
6-year vesting period and (ii) 194 vests 100% one year from the date of issuance.

   Goodwill   

Other 
Intangible 
Assets, Net   Total

Balance as of December 31, 2007   $    237,609   $    12,276   $    249,885 
Goodwill allocated to dispositions (1)   (2,132)   —     (2,132)
Adjustment to PCCI Goodwill   (153)   —     (153)
Amortization of intangible assets  —     (2,985)   (2,985)

            

Balance as of September 30, 2008   $ 235,324   $ 9,291   $ 244,615 
            

(1) In accordance with SFAS 142, “Goodwill and Other Intangible Assets,” Kforce allocated $1,866 to the carrying value of 
Scientific, which was sold on April 29, 2008, and $266 to the carrying value of per-diem Nursing, which was sold June 29, 2008, 
in determining the gain on disposal. This allocation was based on the relative fair values of the Scientific and per-diem Nursing 
businesses to the portion of the Health and Life Sciences reporting unit that has been retained. As a result, the goodwill 
associated with the Health and Life Sciences reporting unit was $10,397 as of September 30, 2008 as compared to $12,529 as of 
December 31, 2007. 



Note G – Reportable Segments  
Kforce’s reportable segments are: (i) Technology (“Tech”), (ii) Finance and Accounting (“FA”), (iii) Health and Life Sciences 

(“HLS”) and (iv) Government Solutions (“GS”). This determination was supported by, among others: the existence of segment 
presidents responsible for the operations of each segment and who also report directly to our chief operating decision maker, the 
nature of each segment’s operations, and information presented to the Board of Directors. During this assessment, it was determined 
that Kforce also reports Flexible billings and Search fees separately by segment, which has been incorporated into the table below.  

Although the GS segment does not meet quantitative thresholds for separate segment reporting, management believes that the 
information would be useful to the readers of our financial statements.  

As was previously discussed, the financial results of Scientific and Nursing, which have historically been included in our HLS 
segment, have been presented as discontinued operations in the accompanying unaudited condensed consolidated statements of 
operations and comprehensive income. As a result, the following table excludes the results of our Scientific and Nursing businesses. 
See Note B for the results of discontinued operations.  

Historically, and for the nine months ended September 30, 2008, Kforce has generated only revenue and gross profit information 
on a segment basis. As such, asset information by segment is not disclosed. Substantially all operations and long-lived assets are 
located in the U.S.  
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       Technology      
Finance and 

   Accounting      
Health and Life

   Sciences      
Government 

    Solutions           Total      

Three Months Ended September 30:         
2008           

Net service revenues:           

Flexible billings   $ 125,019   $ 42,604   $ 49,280   $ 18,528   $    235,431 
Search fees    6,184   8,578   725    —     15,487 

                    

Total revenue   $ 131,203  $ 51,182  $ 50,005   $ 18,528   $ 250,918 
                    

Gross profit   $ 40,426   $ 23,075   $ 15,841   $ 7,225   $ 86,567 
2007         

Net service revenues:           

Flexible billings   $ 124,373   $ 45,082   $ 41,363   $ 15,824   $ 226,642 
Search fees    7,967   10,946   915    —     19,828 

                    

Total revenue   $ 132,340  $ 56,028  $ 42,278   $ 15,824   $ 246,470 
                    

Gross profit   $ 44,469   $ 26,353   $ 14,322   $ 6,194   $ 91,338 

Nine Months Ended September 30:           

2008         
Net service revenues:           

Flexible billings   $ 369,634   $ 134,846   $ 142,844   $ 55,528   $ 702,852 
Search fees    21,452   29,985   1,774    —     53,211 

                    

Total revenue   $ 391,086  $ 164,831  $ 144,618   $ 55,528   $ 756,063 
                    

Gross profit   $ 122,078   $ 74,887   $ 46,212   $ 20,769   $ 263,946 
2007           

Net service revenues:         
Flexible billings   $ 364,069   $ 143,661   $ 114,689   $ 45,313   $ 667,732 
Search fees    23,055   33,072   1,967    —     58,094 

                    

Total revenue   $ 387,124   $ 176,733   $ 116,656   $ 45,313   $ 725,826 
                    

Gross profit   $ 127,712   $ 80,741   $ 37,213   $ 17,848   $ 263,514 



The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is intended 
to help the reader understand Kforce Inc., our operations, and our present business environment. This MD&A should be read in 
conjunction with “Item 1. Financial Statements” of this report on Form 10-Q.  

On April 29, 2008 and June 29, 2008, respectively, Kforce sold its Scientific and per-diem Nursing businesses. See Note B of 
the Notes to the Unaudited Condensed Consolidated Financial Statements for a more detailed discussion. The results presented in the 
accompanying unaudited condensed consolidated statements of operations and comprehensive income for the three and nine months 
ended September 30, 2008 and 2007, include activity relating to the Scientific and Nursing businesses as discontinued operations. For 
comparison purposes, prior period financial information was recast. Except as specifically noted, our discussions below exclude any 
activity related to the Scientific and Nursing businesses, which are addressed separately in the discussion of income from 
discontinued operations, net of income taxes.  

This overview summarizes the MD&A, which includes the following sections:  
  

  

  

  

  

EXECUTIVE SUMMARY  
The following is an executive summary of what Kforce believes are important highlights as of September 30, 2008 and during 

the three and nine months ended September 30, 2008, which should be considered in the context of the additional discussions in this 
quarterly report and in conjunction with its condensed consolidated financial statements. We believe such highlights are as follows:  
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 

 
•  Executive Summary – an executive summary of our results of operations for the three and nine months ended 

September 30, 2008.  

 
•  Critical Accounting Estimates – a discussion of the accounting estimates that are most critical to aid in fully understanding 

and evaluating our reported financial results and that require management’s most difficult, subjective or complex 
judgments.  

 
•  New Accounting Standards – a discussion of recently issued accounting standards and their potential impact on our 

consolidated financial statements. 

 

•  Results of Operations – an analysis of Kforce’s unaudited condensed consolidated results of continuing operations for each 
of the three and nine months ended September 30, 2008 and 2007, which have been presented in its unaudited condensed 
consolidated financial statements. In order to assist the reader in understanding our business as a whole, certain metrics are 
presented for each of our segments.  

 
•  Liquidity and Capital Resources – an analysis of cash flows, off-balance sheet arrangements, stock repurchases, and the 

impact of changes in interest rates on our business. 

 
•  Net service revenues for the nine months ended September 30, 2008 increased 4.2% to $756.1 million from $725.8 million 

in the comparable period in 2007. 

 
•  Search revenue for the nine months ended September 30, 2008 decreased 8.4% to $53.2 million from $58.1 million in the 

comparable period in 2007. 

 
•  Gross profit margin decreased 140 basis points for the nine months ended September 30, 2008 to 34.9% from 36.3% in the 

comparable period in 2007, primarily resulting from a decline in Search fees as well as a contraction in the spread between 
Flex bill rates and pay rates. 

 
•  Selling, general and administrative expenses as a percentage of revenue were 29.2% and 28.0% for the nine months ended 

September 30, 2008 and 2007, respectively, which was primarily due to increases in stock-based compensation, 
compensation and other employee benefits, and bad debt expense. 

 

•  During the three months ended June 30, 2008, Kforce disposed of its Scientific business for $10.5 million and received an 
additional $1.5 million during the three months ended September 30, 2008, representing the maximum earnout. In addition, 
Kforce disposed of its per-diem Nursing business during the three months ended June 30, 2008 for $1.5 million. Kforce 
management believes that the disposition of Scientific and per-diem Nursing, which was based on management’s review of 
our core businesses, will allow the Firm to focus on the growth opportunities that are believed to exist in our continuing 
core businesses.  

 

•  During the nine months ended September 30, 2008, Kforce repurchased 3.2 million of its shares at a total cost of $28.0 
million, which includes shares repurchased in the open market and those that Kforce withheld upon the vesting of restricted 
stock awards and the exercise of stock options to satisfy minimum tax withholding requirements. Our Board of Directors 
increased the share repurchase authorization by $50.0 million in February 2008. The remainder at September 30, 2008 is 
$36.8 million.  



CRITICAL ACCOUNTING ESTIMATES  
Our consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United 

States of America (“GAAP”). In connection with the preparation of our consolidated financial statements, we are required to make 
assumptions and estimates about future events, and apply judgments that affect the reported amount of assets, liabilities, revenue, 
expenses and the related disclosures. We base our assumptions, estimates, and judgments on historical experience, current trends, and 
other factors that management believes are relevant at the time our consolidated financial statements are prepared. On a regular basis, 
management reviews our accounting policies, estimates, assumptions and judgments to ensure that our consolidated financial 
statements are presented fairly in accordance with GAAP. However, because future events and their effects cannot be determined 
with certainty, actual results could differ from our assumptions and estimates, and such differences could be material.  

Our significant accounting policies are discussed in Note A, Summary of Significant Accounting Policies, of the Notes to 
Unaudited Condensed Consolidated Financial Statements included in Item 1. Financial Statements. Please also refer to our annual 
report on Form 10-K for the year ended December 31, 2007 filed with the SEC on February 27, 2008 for a more detailed discussion 
of our critical accounting estimates. The only significant change to our critical accounting estimates during the first nine months of 
2008 relates to our adoption of SFAS 157 on January 1, 2008, which is discussed in Note A to the Unaudited Condensed 
Consolidated Financial Statements.  

NEW ACCOUNTING STANDARDS  
See the “New Accounting Standards” section within Note A, Summary of Significant Accounting Policies, of the Notes to the 

Unaudited Condensed Consolidated Financial Statements for a more detailed discussion.  

RESULTS OF OPERATIONS  
Net service revenues for the three and nine months ended September 30, 2008 were $250.9 million and $756.1 million, 

respectively, which represent increases over the comparable periods in 2007 of 1.8% and 4.2%, respectively. This growth was fueled 
primarily by strong Flex revenue performance from our Tech, HLS and GS segments, which all experienced increases in Flex 
revenues versus the comparable three and nine month periods in 2007. Management believes that the HLS and GS segments will have 
more stable growth in net service revenues during variable economic cycles, due to the nature of their operations. For the GS 
segment, this is a result of the growth of the Federal agencies that are customers of Kforce, such as the Department of Defense and the 
Department of Homeland Security, which has been spurred by an increase in the use of outsourced labor by many of these 
governmental agencies in order to replace employees who are reaching the age of retirement. We do not currently anticipate any 
significant adverse impacts to our GS segment as a result of a potential Administration change resulting from the upcoming election 
due to the areas of the government that our GS segment participates; however, we may experience delays in the timing of project 
awards. Net service revenues for our GS segment for the three and nine months ended September 30, 2008 were $18.5 million and 
$55.5 million, respectively, which represents an increase of 17.1% and 22.5%, respectively, over the comparable periods in 2007.  

As we have progressed through 2008, there have been growing concerns about the U.S. macro-economic environment including 
the significant turmoil in the credit and financial markets, declining GDP growth, an increase in the unemployment rate for 
individuals with college degrees, and increasing jobless claims; as well as several significant sudden business failures. Coinciding 
with these events, Kforce experienced (i) significant reductions in Search revenue for the three and nine months ended September 30, 
2008 over the comparable period in 2007 and (ii) declines in the Flex gross profit percentages within many of our segments. As a 
result, our gross profit percentage decreased 260 and 140 basis points in the three and nine months ended September 30, 2008 as 
compared to the comparable periods in 2007. Although there can be no assurance that historical trends will continue, Search activity 
and Flex gross margins historically decrease heading into the troughs of an economic cycle, increase after economic conditions have 
shown sustained improvement, and are the strongest during the peak of an economic cycle. In addition, we believe that Flex demand 
generally increases before demand for Search activity increases.  

The economic uncertainties in which we currently operate make it challenging for Kforce to predict the near-term future. A U.S. 
recession, if one should occur, would likely have a significant adverse impact on our clients and our business. We believe, however, 
that initiatives undertaken during the last several years, such as restructuring both our back office and field operations, and upgrading 
our corporate systems and technology, have increased our operating efficiencies, and also enable us to be more responsive to our 
clients. We believe our field operations model, which allows us to deliver our service offerings in a disciplined and consistent manner 
across all geographies and business lines, as well as our highly centralized back office operations, are competitive advantages and 
keys to our future growth and profitability.  
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•  Total outstanding borrowings under the Credit Facility as of September 30, 2008 were $12.0 million compared to $50.3 

million as of December 31, 2007. 

 
•  Cash provided by operating activities was $64.9 million for the nine months ended September 30, 2008, which represents 

an increase of $23.1 million, or 55.4%, over the comparable period in 2007. 



Net Service Revenues. The following table sets forth, as a percentage of net service revenues, certain items in our consolidated 
statements of operations and comprehensive income for the indicated periods:  
  

The following table details net service revenues by service offering for each business segment and percentage changes over the 
prior period for the three and nine months ended September 30, 2008 and 2007:  
  

Flex Revenues. The primary drivers of Flex revenues are the number of hours, the bill rate per hour and, to a limited extent, the 
amount of expenses incurred by Kforce that are billable to the client.  

Kforce experienced growth during the three and nine months ended September 30, 2008 in Flex revenues in all business 
segments with the exception of FA, which decreased 5.5% and 6.1% versus the comparable periods in 2007, respectively. The 
decrease in Flex revenues for FA was primarily due to the following items: (i) the conclusion of project-specific business with a few 
significant customers that had both high volume and high bill rates and (ii) a decline in mortgage-related client needs due to the 
decline in the mortgage lending market.  
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Three Months 

Ended September 30,  
Nine Months

Ended September 30,
         2008                2007                 2008                2007        

Net Service Revenues by Segment:     

Tech   52.3%   53.7%     51.7%    53.3%
FA    20.4     22.7      21.8      24.4   
HLS   19.9    17.2      19.1     16.1   
GS   7.4   6.4    7.4   6.2 

        

Net service revenues   100.0%    100.0%        100.0%        100.0%   
        

Revenue by Time:     

Flex   93.8%   92.0%    93.0%   92.0% 
Search  6.2    8.0       7.0      8.0   

        

Net service revenues    100.0%     100.0%       100.0%      100.0%   
        

Gross profit     34.5%     37.1%      34.9%     36.3% 
Selling, general and administrative expenses     28.5%     28.2%      29.2%     28.0% 
Depreciation and amortization      1.2%      1.6%       1.4%      1.5%
Income from continuing operations before income taxes      4.6%      6.9%       4.1%      6.3%
Income from continuing operations      2.8%      4.2%       2.5%      3.8%

   Three Months Ended September 30,   Nine Months Ended September 30,

(in $000’s)   2008   
Increase

    (Decrease)      2007   2008   
Increase 

    (Decrease)      2007

Tech             

Flex   $        125,019    0.5%    $        124,373    $        369,634    1.5%    $        364,069  
Search    6,184    (22.4)      7,967    21,452    (7.0)       23,055  

                    

Total Tech   $ 131,203    (0.9)%  $ 132,340   $ 391,086    1.0%    $ 387,124  
                    

FA             

Flex   $ 42,604    (5.5)%  $ 45,082   $ 134,846     (6.1)%  $ 143,661  
Search    8,578    (21.6)       10,946     29,985    (9.3)       33,072  

                    

Total FA   $ 51,182    (8.6)%   $ 56,028    $ 164,831    (6.7)%   $ 176,733  
                    

HLS             

Flex   $ 49,280    19.1%    $ 41,363    $ 142,844    24.5%    $ 114,689  
Search    725    (20.8)      915    1,774    (9.8)       1,967  

                    

Total HLS   $ 50,005    18.3%    $ 42,278    $ 144,618    24.0%    $ 116,656  
                    

GS           
Flex   $ 18,528    17.1%    $ 15,824    $ 55,528    22.5%    $ 45,313  
Search    —      —         —      —      —          —    

                    

Total GS   $ 18,528    17.1%    $ 15,824    $ 55,528    22.5%    $ 45,313  
                    

Total Flex   $ 235,431    3.9%    $ 226,642    $ 702,852    5.3%    $ 667,732  
Total Search    15,487    (21.9)      19,828    53,211    (8.4)       58,094  

                    

Total Revenue   $ 250,918    1.8%    $ 246,470    $ 756,063    4.2%    $ 725,826  
                    



The increase in the Firm’s average bill rate per hour for the three and nine months ended September 30, 2008 of 2.3% and 4.5%, 
respectively, over the comparable periods in 2007 is primarily a result of a decline in Flex revenue in our FA segment, which 
generally has a lower average bill rate per hour than our other segments, and an increase in Flex revenue in our other segments.  

The following table details total Flex hours for each business segment and percentage changes over the prior period for the three 
and nine months ended September 30, 2008 and 2007:  
  

The changes in billable expenses, which are included as a component of net services revenues, for each business segment are 
primarily attributable to increases or decreases in the extent and nature of project work.  

The following table details total billable expenses for each business segment and percentage changes over the prior period for 
the three and nine months ended September 30, 2008 and 2007:  
  

Search Fees. The increase or decrease in Search fees is primarily attributable to the increase or decrease in the number of 
placements as well as the average fee earned on each placement. Our GS segment does not make permanent placements.  

The following table details total placements for each business segment and percentage changes over the prior period for the three
and nine months ended September 30, 2008 and 2007:  
  

The following table details the average fee per placement for each business segment and percentage changes over the prior 
period for the three and nine months ended September 30, 2008 and 2007:  
  

The decrease in the total average placement fee for the three and nine months ended September 30, 2008 of 5.4% and 2.1%, 
respectively, is primarily due to conversions representing a larger percentage of total placements due to the significant declines in 
Search activity. Conversions, which are not material to overall Search fees, occur when consultants are initially assigned to a client on 
a Flex basis and are later converted to a permanent placement, for which we receive a Search fee that is typically lower than a typical 
permanent placement.  
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  Three Months Ended September 30,  Nine Months Ended September 30,

(in 000’s)     2008     
Increase

   (Decrease)        2007         2008     
Increase 

    (Decrease)        2007    

Tech  1,926     3.4%  1,863   5,686      3.7%  5,485  
FA  1,181   (5.6)  1,251   3,713   (7.8)  4,026  
HLS 553  3.6 534   1,625   5.0 1,548  
GS  202   19.5   169   598   18.2   506  

          

Total hours   3,862     1.2%   3,817     11,622      0.5%   11,565  
          

  Three Months Ended September 30,  Nine Months Ended September 30,

(in $000’s)  2008  
Increase

   (Decrease)        2007     2008  
Increase 

    (Decrease)        2007    

Tech  $        679   3.7%  $ 655   $        1,853   (29.7)%  $ 2,637  
FA   65   97.0      33   282   19.5     236  
HLS   5,525   18.9      4,647   15,976   24.6     12,823  
GS   71   (22.0)     91  213   (24.7)     283  

              

Total billable expenses  $ 6,340   16.8%   $        5,426   $ 18,324   14.7%  $        15,979  
              

  Three Months Ended September 30,  Nine Months Ended September 30,

     2008     
Increase

   (Decrease)        2007         2008     
Increase 

    (Decrease)        2007    

Tech  407   (17.3)%   492   1,352   (5.7)%   1,433  
FA  675   (16.8)      811   2,301   (7.0)      2,475  
HLS  38   (29.6)      54   108   (3.6)      112  

          

Total placements  1,120   (17.5)%   1,357   3,761   (6.4)%   4,020  
          

  Three Months Ended September 30,  Nine Months Ended September 30,

     2008     
Increase

    (Decrease)       2007       2008     
Increase 

    (Decrease)        2007    

Tech  $        15,179   (6.2)%   $        16,184   $        15,869   (1.3)%   $        16,084  
FA  12,712   (5.8)      13,501   13,030   (2.5)       13,362  
HLS  19,077   12.5        16,953   16,411   (6.6)       17,566  

              

Total average placement fee $ 13,825   (5.4)%  $ 14,612  $ 14,148   (2.1)%   $ 14,449  
              



Gross Profit. Gross profit on Flex billings is determined by deducting the direct cost of services (primarily flexible personnel 
payroll wages, payroll taxes, payroll-related insurance, and subcontract costs) from net service revenues. Consistent with industry 
practices, gross profit dollars from Search fees are equal to revenues, because there are generally no direct costs associated with such 
revenues.  

The following table presents, for each business segment, the gross profit percentage and percentage changes over the prior 
period for the three and nine months ended September 30, 2008 and 2007:  
  

Changes in the amount of Search fees as a percent of total revenue can significantly impact total gross profit percentage because 
Search revenue contributes 100% to gross profit, as was described previously. Given this dynamic, Kforce monitors the gross profit 
percentage as a percentage of Flex revenues, which is referred to as the Flex gross profit percentage. This provides management with 
the insight necessary into the other drivers of total gross profit percentage such as changes in volume evidenced by changes in hours 
billed for Flex and changes in the spread between bill rate and pay rate (“Flex Rate”).  

The decrease in Search gross profit for the three months ended September 30, 2008, compared to the same period in 2007, of 
$4.3 million was comprised of a $3.3 million decrease in volume and a $1.0 million decrease in rate. The decrease in Search gross 
profit for the nine months ended September 30, 2008, compared to the same period in 2007, of $4.9 million was comprised of a $3.7 
million decrease in volume and a $1.2 million decrease in rate.  

The following table presents, for each business segment, the Flex gross profit percentage and percentage changes over the prior 
period for the three and nine months ended September 30, 2008 and 2007:  
  

The decrease in Flex gross profit for the three months ended September 30, 2008, as compared to the same period in 2007, of 
$0.4 million was comprised of a $1.2 million decrease in Flex Rate and a $0.8 million increase in volume. The increase in Flex gross 
profit for the nine months ended September 30, 2008, as compared to the same period in 2007, of $5.3 million was comprised of a 
$4.2 million increase in Flex Rate and a $1.1 million increase in volume. The increase in Flex gross profit dollars and the decrease in 
Flex gross profit percentage is primarily related to a shift in Flex hours to clients with higher volume and lower gross margins and an 
increase in use of independent contractors, particularly in Tech and GS.  

Selling, General and Administrative Expenses (“SG&A”). For the three and nine months ended September 30, 2008, total 
compensation, commissions, payroll taxes, and benefit costs as a percentage of total SG&A represented 78.2% and 81.2%, 
respectively, as compared to 84.6% and 82.8% in the comparable three and nine month periods in 2007, respectively. Commissions 
and related payroll taxes and benefit costs are variable costs driven primarily by revenue and gross profit levels, and associate 
productivity. Therefore, as gross profit levels increase or decrease, compensation levels would also generally be anticipated to 
increase or decrease but remain relatively consistent as a percentage of revenues.  
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  Three Months Ended September 30, Nine Months Ended September 30,

      2008     
Increase

   (Decrease)        2007        2008     
Increase 

    (Decrease)        2007    

Tech         30.8% (8.3)%        33.6%       31.2%   (5.5)%        33.0%
FA      45.1 (4.0)      47.0    45.4  (0.7)       45.7
HLS      31.7  (6.5)        33.9      32.0  0.3        31.9
GS      39.0  (0.3)       39.1     37.4  (5.1)       39.4

          

Total gross profit percentage         34.5% (7.0)%        37.1%       34.9%   (3.9)%        36.3%
          

  Three Months Ended September 30, Nine Months Ended September 30,

      2008     
Increase

   (Decrease)        2007        2008     
Increase 

    (Decrease)        2007    

Tech         27.4% (6.5)%        29.3%       27.2%  (5.2)%        28.7%
FA      34.0 (0.6)      34.2    33.3  0.3        33.2
HLS      30.7  (5.2)        32.4      31.1  1.3         30.7
GS      39.0  (0.3)       39.1     37.4  (5.1)        39.4

          

Total Flex gross profit percentage         30.2% (4.4)%        31.6%       30.0%  (2.6)%        30.8%
          



The following table presents these components of SG&A along with an “other” caption, which includes bad debt expense, lease 
expense, professional fees, travel, telephone, computer expenses and certain other expenses, as an absolute amount and as a 
percentage of total net service revenues for the three and nine months ended September 30:  
  

SG&A expenses as a percentage of net service revenues increased 0.3% for the three months ended September 30, 2008 as 
compared to the comparable period in 2007. This was primarily attributable to an increase in bad debt expense as a percentage of 
revenue that was partially offset by a decrease in the level of commissions as a percentage of revenue, which was primarily 
attributable to: (i) a decline in the percentage contribution of Search fees, which generally has a higher commission rate, to total gross 
profit, (ii) productivity being driven by a favorable shift in associate tenure, and (iii) an overall reduction in headcount.  

SG&A expenses as a percentage of net service revenues increased 1.2% for the nine months ended September 30, 2008 as 
compared to the comparable period in 2007. This was primarily attributable to an increase in: (i) compensation and benefits and 
(ii) bad debt expense. These increases were partially offset by a decrease in the level of commissions as a percentage of revenue, 
which was primarily attributable to: (i) a decline in the percentage contribution of search fees to total gross profit, (ii) productivity 
being driven by a favorable shift in associate tenure, and (iii) an overall reduction in headcount.  

The increase in bad debt expense as a percentage of net service revenues for the three and nine months ended September 30, 
2008 is primarily attributable to an increase in: (i) accounts receivable write-offs and (ii) the level of our allowance for doubtful 
accounts and fallouts reserve as of September 30, 2008. Management considered significant recent developments such as the rise in 
sudden business failures resulting primarily from the turmoil in the financial and credit markets, growing concerns of a U.S. recession 
as well as Kforce’s exposure to customers in high-risk sectors such as the financial services industry in determining the allowance for 
doubtful accounts and fallouts reserve as of September 30, 2008.  

The increase in compensation and benefits expense as a percentage of net service revenues for the nine months ended 
September 30, 2008 is primarily a result of increased expenses driven by: (i) stock-based compensation expense, (ii) the 
implementation of additional incentive and pension plans, and (iii) the cost of providing health insurance benefits to our employees. 
These increased expenses were partially offset by a reduction in overall incentive compensation, which reflects Kforce’s current 
operating environment. Kforce accounts for stock-based compensation under the provisions of SFAS 123R, Share-Based Payment 
(“SFAS 123R”). This statement requires Kforce to measure the cost of employee services received in exchange for an award of equity 
instruments based on the grant-date fair value of the award. That cost is recognized over the period in which the employee is required 
to provide service in exchange for the award, which is usually the vesting period. Stock-based compensation expense includes 
options, stock appreciation rights (“SARS”), performance accelerated restricted stock (“PARS”), restricted stock, and alternative 
long-term incentive awards. Compensation expense for the nine months ended September 30, 2008 increased $7.6 million to $11.0 
million as compared to $3.4 million in the comparable period in 2007, or 1.0% of net service revenues. The increase in stock-based 
compensation expense was primarily attributable to the acceleration of the vesting of certain equity awards during the three months 
ended June 30, 2008, as was more fully discussed in Note E, Stock Incentive Plans, of the Notes to Unaudited Condensed 
Consolidated Financial Statements included in Item 1. Financial Statements.  

Pension expense attributable to the Supplemental Executive Retirement Plan (“SERP”) and Supplemental Executive Retirement 
Health Plan (“SERHP”) during the nine months ended September 30, 2008 and 2007 was $2.1 million and $1.5 million, respectively, 
which represents an increase of 0.1% of net service revenues.  
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(in $000’s)   2008   
% of 

   Revenue      2007   
% of 

   Revenue    

Three Months Ended September 30:       
Compensation, commissions, payroll taxes and benefits costs  $ 55,977    22.3%  $ 58,808    23.9%
Other   15,636    6.2      10,697    4.3   

              

Total SG&A   $ 71,613    28.5%  $ 69,505    28.2%
              

Nine Months Ended September 30:         

Compensation, commissions, payroll taxes and benefits costs  $        179,143    23.7%  $ 168,505    23.2%
Other   41,548    5.5      34,916    4.8   

              

Total SG&A   $ 220,691    29.2%  $        203,421    28.0%
              



Depreciation and Amortization. The following table presents depreciation and amortization expense and percentage changes 
over the prior period by major category, for each of the three and nine months ended September 30, 2008 and 2007:  
  

The $1.2 million increase in capitalized software amortization for the nine months ended September 30, 2008 over the 
comparable period in 2007 is primarily related to the amortization of the new back office computer system software, which 
commenced in August 2007.  

The $0.8 million and $1.4 million decrease in intangible asset amortization for the three and nine months ended September 30, 
2008 is primarily related to (i) a decrease in identifiable intangible assets of $6.5 million during the fourth quarter of 2007, which 
resulted from the finalization of the Bradson valuation, and (ii) certain identifiable intangible assets being fully amortized during 
2008.  

Other Expense, Net. Other expense, net was $0.4 million and $0.9 million for the three months ended September 30, 2008 and 
2007, respectively, and was $1.8 million and $3.4 million for the nine months ended September 30, 2008 and 2007. Other expense, 
net consists primarily of interest expense related to outstanding borrowings under our Credit Facility. The decrease of $0.5 and $1.6 
million, respectively, was primarily due to continued reductions in outstanding borrowings under our Credit Facility.  

Income Tax Expense. Income tax expense as a percentage of income from continuing operations before income taxes (our 
“effective rate”) for the three months ended September 30, 2008 and 2007 was 39.3% and 39.5%, respectively, and was 39.3% and 
39.5% for the nine months ended September 30, 2008 and 2007, respectively.  

Income from Discontinued Operations, Net of Income Taxes. Discontinued operations include the consolidated income and 
expense of Kforce’s Scientific and Nursing businesses. During the nine months ended June 30, 2008, Kforce completed the sale of its 
Scientific and per-diem Nursing businesses resulting in a pre-tax gain of $7.3 million as of September 30, 2008. Included in the 
determination of the pre-tax gain is $2.1 million of goodwill that was allocated to the carrying value of these businesses upon 
disposition, and transaction expenses which primarily include commissions, legal fees and transaction bonuses totaling $1.4 million. 
In addition, during the three months ended September 30, 2008, Kforce received $1.5 million from the Scientific Buyer representing 
the maximum earnout, which has also been reflected in the pre-tax gain. Kforce does not currently anticipate incurring any significant 
costs related to these discontinued operations in future periods.  

Income tax expense as a percentage of income from discontinued operations, before income taxes, was 39.3% and 39.5% for the 
three months ended September 30, 2008 and 2007, respectively, and was 40.1% and 39.5% for the nine months ended September 30, 
2008 and 2007, respectively. The increase in the effective income tax rate of discontinued operations for the nine months ended 
September 30, 2008 is primarily related to the non-deductibility of a portion of the goodwill that was allocated to the carrying value 
of the per-diem Nursing business upon its disposition.  

LIQUIDITY AND CAPITAL RESOURCES  

Kforce uses a number of standards for its own purposes in measuring its liquidity, such as: working capital, certain financial 
ratios and long-term debt to equity. To meet our capital and liquidity requirements, we primarily rely on operating cash flow as well 
as borrowings under our existing Credit Facility. Kforce had $73.0 million and $95.3 million in working capital as of September 30, 
2008 and December 31, 2007, respectively. Also, Kforce’s current ratio (current assets divided by current liabilities) was 1.9 and 2.1 
as of September 30, 2008 and December 31, 2007, respectively. As a result of the significant reduction in Kforce’s long-term debt 
driven primarily by strong cash flows from operations during the nine months ended September 30, 2008, our percentage of long-term 
debt (defined as borrowings under our Credit Facility) to equity declined to 3.7% as of September 30, 2008 from 16.1% as of 
December 31, 2007.  
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   Three Months Ended September 30,   Nine Months Ended September 30,

   2008   
Increase 

  (Decrease)    2007   2008   
Increase 

  (Decrease)    2007

Fixed asset depreciation   $        789    34.6%      $        586    $        2,006    14.5%      $        1,752  
Capital lease asset depreciation  603    (19.0)       744   2,090   (4.5)         2,188  
Capitalized software amortization    1,006    (5.1)         1,060     3,569    50.4          2,373  
Intangible asset amortization   630    (55.4)        1,413    2,985     (31.7)         4,372  
Other amortization   —      (100.0)        39    —      (100.0)         115  

                    

Total depreciation and amortization  $ 3,028   (21.2)%    $ 3,842   $ 10,650   1.4%      $ 10,800  
                    



Please see the accompanying Unaudited Condensed Consolidated Statements of Cash Flows for the nine months ended 
September 30, 2008 and 2007 for a more detailed description of our cash flows. Kforce is principally focused on achieving the 
appropriate balance in the following areas of cash flow: (i) achieving positive cash flow from operating activities, (ii) investing in our 
Firm’s infrastructure to allow sustainable growth via capital expenditures, (iii) making strategic acquisitions, (iv) reducing the 
outstanding balance of our Credit Facility, and (v) repurchases of our common stock.  

The following table presents a summary of our cash flows from operating, investing and financing activities for the nine months 
ended September 30, 2008 and 2007:  
  

Discontinued Operations  

As was previously discussed, Kforce sold its Scientific and its per-diem Nursing businesses on April 29, 2008 and June 29, 
2008, respectively. The accompanying unaudited condensed consolidated statements of cash flows have been presented on a 
combined basis (continuing operations and discontinued operations). Cash flows provided by discontinued operations for all prior 
periods, including the nine months ended September 30, 2007, were provided by operating activities and were not material to the 
capital resources of Kforce. In addition, the absence of cash flows from discontinued operations is not expected to have a significant 
effect on the future liquidity, financial position, or capital resources of Kforce.  

Operating Activities  

The significant variations in cash provided by operating activities and net income are principally related to adjustments to net 
income for certain non-cash charges such as depreciation and amortization expense, stock-based compensation and the gain on sale of 
discontinued operations. These adjustments are more fully detailed in our Unaudited Condensed Consolidated Statements of Cash 
Flows for the nine months ended September 30, 2008 and 2007.  

Investing Activities  

Capital expenditures for the nine months ended September 30, 2008 were $7.0 million compared to $9.7 million in the 
comparable period in 2007, which excludes equipment acquired under capital leases. During our fiscal year ended December 31, 
2007, we made significant investments in our infrastructure to support the growth in our business, which included additional back 
office system software modules. We believe these investments will enhance the efficiency and productivity of our sales and delivery 
activities; such as our order, time entry, billing and cash receipt processes as well as improve customer service. As expected by 
management, capital expenditures have moderated following what we believe was a peak in 2007; however, Kforce expects to 
continue to make selective investments in our infrastructure.  

Cash proceeds from the disposition of our Scientific and per-diem Nursing businesses were $12.0 million for the nine months 
ended September 30, 2008. We continually review our portfolio of businesses and their operations in comparison to our internal 
strategic and performance objectives. As part of this review, we may acquire other businesses and further invest in, fully divest and/or 
sell parts of our current businesses.  

Financing Activities  

For the nine months ended September 30, 2008, we used our available capital resources, including the proceeds received on the 
sale of our Scientific and per-diem Nursing businesses, to retire outstanding borrowings under our Credit Facility and to repurchase 
shares of our common stock. During the nine months ended September 30, 2008, we repurchased 3.2 million shares of our common 
stock at a total cost of $28.0 million, which includes $1.2 million attributable to repurchases to cover minimum tax withholding 
requirements on the vesting of restricted stock awards and stock option exercises.  
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   Nine Months Ended September 30,
  2008   2007

Cash provided by (used in):     

Operating activities   $ 64,891   $ 41,767 
Investing activities   1,312    (12,096)
Financing activities   (66,365)   (30,208)

        

Net decrease in cash and cash equivalents   $ (162)  $ (537)
        



Credit Facility  

On October 2, 2006, Kforce entered into a Second Amended and Restated Credit Agreement, with a syndicate led by Bank of 
America, N.A. (the “Credit Facility”). Kforce’s maximum borrowings under the Credit Facility are limited to $140.0 million, which 
includes a revolving loan tranche of up to $125.0 million (the “Revolving Loan Amount”) and a $15.0 million sub-limit for letters of 
credit.  

Borrowings under the Credit Facility are limited to 85% of eligible accounts receivable less certain minimum availability 
reserves and bear interest at a rate of LIBOR plus 1.25% or Prime. Letters of credit issued under the Credit Facility require Kforce to 
pay a fronting fee equal to 0.125% of the amount of each letter of credit issued plus 1.25% per annum of the total amount of letters of 
credit outstanding. To the extent that Kforce has unused availability under the Credit Facility, an unused line fee is required to be paid 
equal to 0.25% of the average unused balance on a monthly basis. Borrowings under the Credit Facility are principally secured by our 
accounts receivable but are also secured by substantially all of the assets of Kforce. Under the Credit Facility, Kforce is required to 
meet certain minimum availability and fixed charge coverage ratio requirements. The Credit Facility expires during November 2011.  

As of September 30, 2008, $12.0 million was outstanding and $90.5 million was available under the Credit Facility. As of 
October 28, 2008, $0.6 million was outstanding and $107.0 million was available under the Credit Facility. Kforce is not currently 
aware of any inability of our bank group participants to provide access to the full commitment of funds that exist under our Credit 
Facility, if necessary. However, due to recent economic conditions and the deteriorating business climate facing financial institutions, 
there can be no assurance that such facility will be available to Kforce, even though it is a binding commitment.  

Off-Balance Sheet Arrangements  

Kforce does not have any material off-balance sheet arrangements that have had, or are expected to have, an effect on our 
consolidated financial statements.  

Stock Repurchases  

During February 2008, our Board of Directors increased its authorization for repurchases of common stock by $50 million to 
bring the total to $64.8 million when combined with the $14.8 million that was available under the current Board authorization as of 
December 31, 2007.  

On January 2, 2008, Kforce filed a Form 8-K with the SEC announcing that it had entered into a corporate stock repurchase plan 
in accordance with Rule 10b5-1 of the Securities and Exchange Act of 1934, which was effective from January 7, 2008 through 
February 11, 2008.  

On July 3, 2008, Kforce filed a Form 8-K with the SEC announcing that it had entered into a corporate stock repurchase plan in 
accordance with Rule 10b5-1 of the Securities and Exchange Act of 1934, which was effective from July 9, 2008 through July 31, 
2008.  

On October 1, 2008, Kforce filed a Form 8-K with the SEC announcing that it had entered into a corporate stock repurchase plan 
in accordance with Rule 10b5-1 of the Securities and Exchange Act of 1934, which is effective from October 1, 2008 through 
October 30, 2008. Pursuant to this plan, Kforce has repurchased 0.6 million shares at a total cost of $5.0 million as of October 28, 
2008.  

These corporate stock repurchase plans are subject to certain price, market, volume and timing constraints, which are specified 
in the respective plans. See Part II, Item 2 “Unregistered Sales of Equity Securities and Use of Proceeds” for additional detail 
regarding our stock repurchases activity during the three months ended September 30, 2008.  

Ability to Meet our Capital Expenditures, Working Capital Requirements and Other Operating Requirements  

We believe that existing cash and cash equivalents, cash flow from operations, and borrowings under the Credit Facility will be 
adequate to meet the capital expenditure and the working capital requirements of current operations for at least the next twelve 
months. However, deterioration in the business environment and market conditions could negatively impact operating results and 
liquidity. There is no assurance that, if operations were to deteriorate and additional financing were to become necessary, we will be 
able to obtain financing in amounts sufficient to meet operating requirements or at terms which are satisfactory and which allow us to 
remain competitive. There is also no assurance that if conditions deteriorate that our Credit Facility will be available. Our expectation 
that existing resources will fund capital expenditure and working capital requirements is a forward-looking statement that is subject to 
risks and uncertainties.  
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Actual results could differ from those indicated as a result of a number of factors, including the use of currently available 
resources for possible acquisitions and possible additional stock repurchases.  
  

In addition to the risks inherent in its operations, Kforce is exposed to certain market risks; primarily changes in interest rates. 
The sensitivity analysis presented below for our long-term Credit Facility is based on a 10% change in interest rates. This change is a 
hypothetical scenario and is used to calibrate potential risk, and does not represent our view of future market changes.  

As of September 30, 2008, we had approximately $12.0 million outstanding under our Credit Facility. Our weighted average 
effective interest rate on our Credit Facility was 3.71% at September 30, 2008. A hypothetical 10% increase in interest rates in effect 
at September 30, 2008 would have a nominal effect on annual interest expense based upon borrowings outstanding at September 30, 
2008. However, our interest rate risk is highly dependent upon borrowings outstanding as well as fluctuations in the LIBOR and 
Prime rates of interest.  

We do not believe that we have a material exposure to fluctuations in foreign currencies as our international operations comprise 
approximately 1% of net service revenues. We will continue to assess the impact that currency fluctuations could have on our 
operations going forward.  
  

Evaluation of Disclosure Controls and Procedures  

As of September 30, 2008, we carried out an evaluation required by Rules 13a-15 and 15d-15 under the Exchange Act (the 
“Evaluation”), under the supervision and with the participation of our Chief Executive Officer (“CEO”) and Chief Financial Officer 
(“CFO”), of the effectiveness of our disclosure controls and procedures as defined in Rules 13a-15 and 15d-15 under the Exchange 
Act (“Disclosure Controls”). Based on the Evaluation, our CEO and CFO concluded that our Disclosure Controls are effective in 
timely alerting them to material information required to be included in our periodic SEC reports.  

Changes in Internal Control over Financial Reporting  

Management has evaluated, with the participation of our principal executive and principal financial officers, whether any 
changes in our internal control over financial reporting that occurred during our last fiscal quarter have materially affected, or are 
reasonably likely to materially affect, our internal control over financial reporting. Based on the evaluation we conducted, 
management has concluded that no such changes have occurred.  

Inherent Limitations of Internal Control over Financial Reporting  

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. 
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to 
the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate.  

CEO and CFO Certifications  

Exhibits 31.1 and 31.2 are the Certifications of the CEO and the CFO, respectively. The Certifications are required in 
accordance with Section 302 of the Sarbanes-Oxley Act of 2002 (the “Section 302 Certifications”). This Item of this report, which 
you are currently reading, is the information concerning the Evaluation referred to in the Section 302 Certifications and this 
information should be read in conjunction with the Section 302 Certifications for a more complete understanding of the topics 
presented.  

PART II – OTHER INFORMATION  
  

None.  
  

29 

Item 3. Quantitative and Qualitative Disclosures About Market Risk. 

Item 4. Controls and Procedures. 

Item 1. Legal Proceedings 



Set forth below are the material changes and updates from, and should be read in conjunction with, the risk factors previously 
disclosed in our Annual Report on Form 10-K for our year ended December 31, 2007, which was filed with the SEC on February 27, 
2008.  

The rate of growth of gross domestic product in the U.S. has declined in the last few quarters indicating that the U.S. economy 
could be in or nearing a recession.  

Sustained downturns or sluggishness in the U.S. economy generally affect the markets in which we operate. In mid-2001, an 
overall global economic downturn resulted in a significant decline in demand for our services (as well as the overall staffing 
industry’s). While the economic uncertainties in which we operate make it challenging for Kforce to predict the near-term future of 
our operations, a U.S. recession, if one should occur, would likely have a significant adverse impact on our clients and our business.  

We face certain risks in collecting our trade accounts receivable.  

We generate a significant amount of trade accounts receivable sales from our customers. Delays or defaults in payments owed to 
us could have a significant adverse impact on our financial condition and results of operations. Factors that could cause a delay or 
default include but are not limited to, business failures, turmoil in the financial and credit markets, sluggish or recessionary U.S. 
economic conditions, our exposure to customers in high-risk sectors such as the financial services industry and declines in the credit 
worthiness of our customers. See Note A – “Summary of Significant Accounting Policies” to the Unaudited Condensed Consolidated 
Financial Statements for further details.  

Inflation may adversely affect our business operations in the future.  

Given the current macroeconomic environment, it is possible that the U.S. government may attempt in the near future to provide 
a monetary stimulus, a fiscal stimulus, or both, to the U.S. economy. Such actions may lead to inflationary conditions in our cost base, 
particularly resulting in an increase in the commissions and compensation and benefits components of our SG&A expenses. This may 
harm our margins and profitability if we are unable to increase prices or cut costs enough to offset the effects of inflation in our cost 
base.  

The financial markets have recently experienced significant turmoil which may negatively impact our liquidity and our ability 
to obtain financing, and may also cause a decrease in demand for our services.  

Our liquidity and our ability to obtain financing may be negatively impacted if one of our lenders under our Credit Facility, or 
another financial institution, suffers liquidity issues. In such an event, we may not be able to draw on all, or a substantial portion, of 
our Credit Facility. Also, if we attempt to obtain future financing in addition to our Credit Facility, the credit market turmoil could 
negatively impact our ability to obtain such financing. In addition, the credit market turmoil has negatively impacted certain of our 
customers which could lead to a decrease in demand for our services.  
  

On January 2, 2008, Kforce filed a Form 8-K with the SEC announcing that it had entered into a corporate stock repurchase plan 
in accordance with Rule 10b5-1 of the Securities and Exchange Act of 1934, which was effective from January 7, 2008 through 
February 11, 2008.  

On July 3, 2008, Kforce filed a Form 8-K with the SEC announcing that it had entered into a corporate stock repurchase plan in 
accordance with Rule 10b5-1 of the Securities and Exchange Act of 1934, which was effective from July 9, 2008 through July 31, 
2008.  

On October 1, 2008, Kforce filed a Form 8-K with the SEC announcing that it had entered into a corporate stock repurchase plan 
in accordance with Rule 10b5-1 of the Securities and Exchange Act of 1934, which is effective from October 1, 2008 through 
October 30, 2008. Pursuant to this plan, Kforce has repurchased 0.6 million shares at a total cost of $5.0 million as of October 28, 
2008.  
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Item 1A. Risk Factors 

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 



The following table presents the repurchases made by Kforce during the three months ended September 30, 2008.  
  

  

None.  
  

None.  
  

Effective October 29, 2008, Kforce’s Board of Directors declared a dividend distribution of one common stock purchase right (a 
“Right”) for every outstanding share of common stock, par value $.01 per share (the “Common Stock”), of Kforce to shareholders of 
record at the close of business on October 29, 2008 (the “Record Date”). Each Right entitles the registered holder to purchase from 
Kforce one share of Common Stock at a price of $125.00 per share (the “Purchase Price”), subject to adjustment. The description and 
terms of the Rights are set forth in a Rights Agreement (the “Rights Agreement”) between Kforce and Computershare Trust 
Company, N.A., as Rights Agent. The Rights Agreement is intended to be a new rights agreement that effectively extends protections 
similar (with certain modifications) to those provided by Kforce’s previous Rights Agreement dated as of October 28, 1998, as 
amended on October 24, 2000 (the “1998 Agreement”), upon expiration of the 1998 Agreement at the close of business on October 
28, 2008.  

Initially, the Rights will be evidenced, with respect to any of the Common Stock certificates outstanding as of the Record Date, 
by such Common Stock certificates, and no separate Rights Certificates will be distributed. The Rights will separate from the 
Common Stock and will be distributed to the holders thereof on the “Distribution Date,” which shall be the first to occur of the 
following: (i) 10 business days following a public announcement that a person or group of affiliated or associated persons (an 
“Acquiring Person”) has acquired, or obtained the right to acquire, beneficial ownership of 15% or more of the outstanding shares of 
Common Stock, other than pursuant to a Permitted Offer, (the “Stock Acquisition Date”) or (ii) 10 business days (or such later date as 
the Board of Directors may determine) following the commencement of a tender offer or exchange offer (other than a Permitted 
Offer) that would result in the beneficial ownership by a person or group of 15% or more of such outstanding shares of Common 
Stock. A “Permitted Offer” means a tender or exchange offer which is for all outstanding Common Stock at a price and on terms 
determined, before the purchase of shares under such tender or exchange offer, by at least a majority of the members of the Board of 
Directors, who are not representatives, nominees, affiliates, or associates of an Acquiring Person or the person making such tender 
offer or exchange offer, to be fair and otherwise in the best interests of Kforce and its shareholders (other than the person or any 
affiliate or associate of the person on whose behalf the offer is being made).  

Until the Distribution Date, (i) the Rights will be evidenced by the Common Stock certificates and will be transferred with and 
only with such Common Stock certificates, (ii) new Common Stock certificates issued after October 29, 2008 will contain a notation 
incorporating the Rights Agreement by reference, and (iii) the surrender for transfer of any certificates for Common Stock 
outstanding will also constitute the transfer of the Rights associated with the Common Stock represented by such certificate.  

The Rights are not exercisable until the Distribution Date and will expire at the close of business on October 28, 2018, unless 
earlier redeemed, terminated or exchanged by Kforce as described below (the earliest of all such dates, the “Expiration Date”).  
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Period   

Total Number of
Shares Purchased

(1)   
Average Price Paid

per Share   

Total Number of 
Shares Purchased 

as Part of 
Publicly Announced
Plans or Programs   

Approximate Dollar
Value of Shares that

May Yet Be 
Purchased Under the

Plans or Programs

July 1, 2008 to July 31, 2008   558,999  $ 8.28  558,999  $ 39,305,685
August 1, 2008 to August 31, 2008   2,789  10.96  2,789   39,275,121
September 1, 2008 to September 30, 2008   236,041  10.59  236,041   36,774,653

              

Total  797,829  $ 8.97  797,829  $ 36,774,653
              

(1) The number of shares reported above as purchased includes 103,604, 2,789 and 27,736 shares repurchased in the months of 
July, August and September, respectively, to satisfy the statutory minimum tax withholding requirement for certain executives 
pertaining to the vesting of the performance accelerated restricted stock and exercise of stock options. All other shares 
purchased by Kforce were open-market purchases of common stock. All of these repurchases were made pursuant to Kforce’s 
corporate stock repurchase plan and have been classified as such in the table above.

Item 3. Defaults Upon Senior Securities 

Item 4. Submission of Matters to a Vote of Security Holders 

Item 5. Other Information 



As soon as practicable after the Distribution Date, Rights Certificates will be mailed to holders of record of the Common Stock 
as of the close of business on the Distribution Date and, thereafter, the separate Rights Certificates alone will represent the Rights. 
Except as otherwise determined by the Board of Directors, Common Stock issued before the earlier of the Distribution Date and the 
Expiration Date will be issued with Rights. In addition, Common Stock issued after the Distribution Date upon the exercise of 
employee stock options, issuances under other employee stock benefit plans or the conversion of convertible securities issued before 
the Distribution Date will be issued with Rights.  

If any person (other than an Exempt Person) acquires beneficial ownership of 15% or more of the then outstanding shares of 
Common Stock (except pursuant to a Permitted Offer), each holder of a Right will thereafter have the right to receive, upon exercise 
thereof, the number of shares of Common Stock (or, in certain circumstances, cash, property, or other securities of Kforce or a 
reduction in the purchase price) having a value equal to two times the exercise price of the Right. Notwithstanding any of the 
foregoing, following the occurrence of the event described above, all Rights that are, or (under certain circumstances specified in the 
Rights Agreement) were, beneficially owned by any Acquiring Person will be void. The Rights, however, are not exercisable 
following the occurrence of the event set forth above until such time as the Rights are no longer redeemable by Kforce as set forth 
below. “Exempt Person” means Kforce, any subsidiary of Kforce, any employee benefit plan of Kforce or of any subsidiary of Kforce 
or any person or entity organized, appointed, or established by Kforce for or pursuant to the terms of any such plan, and David L. 
Dunkel, any spouse or lineal descendent of David L. Dunkel or any trust for the benefit of any such persons. The event set forth in 
this paragraph is referred to as a “Section 11(a)(ii) Event.”  

For example, at an exercise price of $125, each Right not owned by an Acquiring Person (or by certain related parties) following 
an event set forth in the preceding paragraph would entitle its holder to purchase $250 worth of Common Stock (or other 
consideration, as noted above) for $125. Assuming that the Common Stock had a per share market value of $50 at such time, the 
holder of each valid Right would be entitled to purchase 5 shares of Common Stock for $125.  

If at any time following the Stock Acquisition Date, other than pursuant to a Permitted Offer, (i) Kforce is acquired in a merger 
or other business combination transaction in which Kforce is not the surviving corporation, or (ii) more than 50% of Kforce’s assets 
or earning power is sold or transferred, each holder of a Right (except Rights that previously have been voided as set forth above) 
shall thereafter have the right to receive, upon exercise, common stock of the acquiring company having a value equal to two times 
the exercise price of the Right. If the Rights cannot be exercised for common stock of the acquiring company as set forth above, Right 
holders will be entitled to put the Rights to the acquiring company for cash equal to the exercise price of the Rights. The events set 
forth in this paragraph are referred to as “Section 13 Events,” and the Section 11(a)(ii) Event and the Section 13 Events are 
collectively referred to as the “Triggering Events.”  

At any time after any person becomes an Acquiring Person and prior to the acquisition by such person of 50% or more of the 
outstanding shares of Common Stock, the Board of Directors may exchange the Rights (other than Rights owned by such person or 
group that will have become void), in whole or in part, at an exchange ratio of one share of Common Stock per Right (subject to 
adjustment).  

The Purchase Price payable, and the number of shares of Common Stock or other securities or property issuable, upon exercise 
of the Rights are subject to adjustment from time to time to prevent dilution (i) in the event of a stock dividend on, or a subdivision, 
split, combination, consolidation or reclassification of, the Common Stock, (ii) if holders of the Common Stock are granted certain 
rights, options or warrants to subscribe for or purchase Common Stock or convertible securities at less than the Current Market Price 
of the Common Stock, or (iii) upon the distribution to holders of the Common Stock of evidences of indebtedness or assets (excluding 
regular cash dividends) or of subscription rights or warrants (other than those referred to above).  

With certain exceptions, no adjustment in the Purchase Price will be required until cumulative adjustments amount to at least 
one percent of the Purchase Price. No fractional share of Common Stock will be issued and, in lieu thereof, an adjustment in cash will 
be made based on the market price of the Common Stock on the last trading date prior to the date of exercise.  

At any time before the earlier of: (i) the close of business on the tenth day following the Stock Acquisition Date or (ii) October 
28, 2018, Kforce may redeem the Rights in whole, but not in part, at a price of $0.0001 per Right, payable in cash, or shares of 
Common Stock or other consideration deemed appropriate by the Board of Directors. Immediately upon the action of the Board of 
Directors ordering redemption of the Rights, the Rights will terminate and the only right of the holders of Rights will be to receive the 
$0.0001 redemption price.  

If the shareholders of Kforce have not ratified the adoption of the Rights Agreement by a vote of the majority of the outstanding 
capital stock of Kforce represented in person or by proxy at a meeting for which a quorum existed, on or before October 28, 2009, 
then the Rights Agreement shall automatically terminate at the close of business on such date.  
  

32 



Until a Right is exercised, the holder of the Right, as such, will have no rights as a shareholder of Kforce, including, without 
limitation, the right to vote or to receive dividends. While the distribution of the Rights will, generally, not be taxable to shareholders 
or to Kforce, shareholders may, depending upon the circumstances, recognize taxable income in the event that the Rights become 
exercisable for Common Stock (or other consideration) of Kforce or for common stock of the acquiring company as set forth above.  

The Rights have certain anti-takeover effects. The Rights will cause substantial dilution to a person or group that attempts to 
acquire Kforce on terms not approved by Kforce’s Board of Directors. The Rights should not interfere with any merger or other 
business combination approved by at least a majority of the Board of Directors because the Board of Directors may, at its option, 
either (1) at any time before the close of business on the tenth day following the Stock Acquisition Date, redeem the then outstanding 
Rights at the redemption price, or (2) declare the transaction to be a Permitted Offer, in which event the Rights would not become 
exercisable.  

Any of the provisions of the Rights Agreement, including the definition of Acquiring Person or the Purchase Price, may be 
amended by the Board of Directors before the Distribution Date. After the Distribution Date, the provisions of the Rights Agreement 
may be amended by the Board of Directors in order to cure any ambiguity, to make changes that do not adversely affect the interests 
of holders of Rights (excluding the interests of any Acquiring Person), or to shorten or lengthen any time period under the Rights 
Agreement; however, no amendment to adjust the time period governing redemption shall be made at such time as the Rights are not 
redeemable.  

A copy of the Rights Agreement is included as Exhibit 4.1 hereto. A copy of the Rights Agreement is available free of charge 
from Kforce. This summary description of the Rights does not purport to be complete and is qualified in its entirety by reference to 
the Rights Agreement, which is incorporated herein by reference.  
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Item 6. Exhibits 

Exhibit 
Number  Description 
3.1  Amended and Restated Articles of Incorporation. (1)

3.1a  Articles of Amendment to Articles of Incorporation. (2)

3.1b  Articles of Amendment to Articles of Incorporation. (2)

3.1c  Articles of Amendment to Articles of Incorporation. (2)

3.1d  Articles of Amendment to Articles of Incorporation. (3)

3.1e  Articles of Amendment to Articles of Incorporation. (4)

3.2  Amended & Restated Bylaws. (5)

4.1

 

Rights Agreement, dated as of October 29, 2008, between Kforce Inc. and Computershare Trust Company, N.A., as Rights 
Agent, which includes the Form of Rights Certificate as Exhibit A, and the Summary of Rights to Purchase Common Stock 
as Exhibit B.

31.1  Certification by the Chief Executive Officer of Kforce Inc. pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2  Certification by the Chief Financial Officer of Kforce Inc. pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1
 

Certification by the Chief Executive Officer of Kforce Inc. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2
 

Certification by the Chief Financial Officer of Kforce Inc. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002.

(1) Incorporated by reference to the Registrant’s Registration Statement on Form S-1 (File 33-91738) filed April 28, 1995. 
(2) Incorporated by reference to the Registrant’s Form S-4/A (File No. 333-111566) filed February 9, 2004, as amended. 
(3) Incorporated by reference to the Registrant’s Form 8-K (File No. 000-26058) filed May 17, 2000. 
(4) Incorporated by reference to the Registrant’s Annual Report on Form 10-K (File No. 000-26058) filed March 29, 2002. 
(5) Incorporated by reference to the Registrant’s Form 8-K (File No. 000-26058) filed February 7, 2007. 



SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its 
behalf by the undersigned hereunto duly authorized.  
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Kforce Inc.
(Registrant)

By:  /s/ Joseph J. Liberatore 
 Joseph J. Liberatore
    Executive Vice President, Chief Financial Officer    
 (Principal Financial Officer)

Date: October 29, 2008

By: /s/ Sara R. Nichols 
 Sara R. Nichols
 Vice President, Chief Accounting Officer
 (Principal Accounting Officer)

Date: October 29, 2008



Exhibit 4.1 
    

KFORCE INC.  

and  

COMPUTERSHARE TRUST COMPANY, N.A.  

Rights Agent  

RIGHTS AGREEMENT  

Dated as of October 29, 2008  
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RIGHTS AGREEMENT 

RIGHTS AGREEMENT, dated as of October 29, 2008 (this “Agreement”), between KFORCE INC., a Florida corporation (the 
“Company”), and Computershare Trust Company, N.A., a federally chartered trust company (the “Rights Agent”).  

WHEREAS, on October 28, 1998, the Board of Directors of the Company approved and adopted a Rights Agreement, which the 
Board of Directors subsequently amended on October 24, 2000 (as amended, the “1998 Agreement”), pursuant to which common 
stock purchase rights were distributed to holders of the Company’s common stock of record on October 28, 1998;  

WHEREAS, the rights issued pursuant to the 1998 Agreement expired at the Close of Business on October 28, 2008, and, as a 
result, the 1998 Agreement terminated; and  

WHEREAS, on October 24, 2008, the Board of Directors of the Company approved this Agreement, to be effective as of 
October 29, 2008 (the “Rights Dividend Declaration Date”), to extend the protections similar to those provided by the 1998 
Agreement, by authorizing and declaring a dividend distribution of one new Right for each share of common stock, par value $.01 per 
share, of the Company (the “Common Stock”) outstanding at the Close of Business on October 29, 2008 (the “Record Date”), to 
replace the rights previously issued pursuant to the 1998 Agreement, and the Board of Directors of the Company has authorized the 
issuance of one right (as such number may be adjusted pursuant to the provisions of Sections 11, 13 or 24) for each share of Common 
Stock issued between the Record Date and the Distribution Date, each right (initially a “Right” and collectively the “Rights”) initially 
representing the right to purchase one share of Common Stock upon the terms and subject to the conditions set forth in this 
Agreement.  

NOW, THEREFORE, in consideration of the premises and the mutual agreements set forth in this Agreement, the parties agree 
as follows:  

Section 1. Certain Definitions. For purposes of this Agreement, the following terms have the meanings indicated:  
(a) “1998 Agreement” shall have the meaning set for in the preamble.  

(b) “Acquiring Person” means any Person (other than an Exempt Person) who or which, alone or together with all 
Affiliates and Associates of such Person, shall be the Beneficial Owner of 15% or more of the Common Stock then outstanding (other 
than as a result of a Permitted Offer). Notwithstanding the foregoing, no Person shall become an “Acquiring Person” (i) as the result 
of an acquisition of Common Stock by the Company which, by reducing the number of shares of Common Stock outstanding, 
increases the proportionate number of shares of Common Stock beneficially owned by such Person to 15% or more of the Common 
Stock then outstanding; provided, however, that if a Person shall become the Beneficial Owner of 15% or more of the Common Stock 
then outstanding by reason of Common Stock purchases by the Company and shall thereafter become the Beneficial Owner of any 
additional Common Stock, then such Person shall be deemed to be an “Acquiring Person”; or (ii) who beneficially owns 15% or more 
of the outstanding Common Stock but who acquired Beneficial Ownership of Common Stock without any plan or intention to seek or 
affect control of the Company, if such Person promptly enters into an irrevocable commitment promptly to divest, and thereafter 
promptly divests (without exercising or retaining any power, including voting, with respect to such shares), a sufficient number of 
shares of Common Stock (or securities convertible into, exchangeable into or exercisable for Common Stock) so that such Person 
ceases to be the Beneficial Owner of 15% or more of the outstanding shares of Common Stock; or (iii) who beneficially owns 
Common Stock consisting solely of one or more (A) shares of Common Stock beneficially owned pursuant to the grant for exercise of 
an option granted to such Person by the Company in connection with an agreement to merge with, or acquire, the Company entered 
into before a Section 11(a)(ii) Trigger Date, (B) Common Stock (or securities convertible into, exchangeable into or exercisable for 
Common Stock), beneficially owned by such Person or its Affiliates or Associates at the time of grant of such option or (C) Common 
Stock (or securities convertible into, exchangeable into or exercisable for Common Stock) acquired by Affiliates or Associates of 
such Person after the time of such grant which, in the aggregate, amount to less than 1% of the outstanding Common Stock. 



(c) “Adjustment Share Amount” shall have the meaning set forth in Section 11(a)(ii). 

(d) “Affiliate” and “Associate” shall have the respective meanings ascribed to such terms in Rule 12b-2 of the General 
Rules and Regulations under the Exchange Act.  

(e) “Agreement” shall have the meaning set forth in the preamble.  

(f) A Person shall be deemed the “Beneficial Owner” of, and shall be deemed to “beneficially own,” any securities:  
(i) that such Person or any of such Person’s Affiliates or Associates, directly or indirectly, has the right to acquire 

(whether such right is exercisable immediately or only after the passage of time) pursuant to any agreement, arrangement or 
understanding, whether or not in writing (other than customary agreements with and between underwriters and selling group members 
with respect to a bona fide public offering of securities), or upon the exercise of conversion rights, exchange rights, rights (other than 
the Rights), warrants or options, or otherwise. A Person shall not, however, be deemed the “Beneficial Owner” of, or to “beneficially 
own” (A) securities granted pursuant to any employee benefit plan of the Company, (B) securities tendered pursuant to a tender or 
exchange offer made by such Person or any of such Person’s Affiliates or Associates until such tendered securities are accepted for 
purchase or exchange, (C) securities issuable upon exercise of Rights at any time prior to the occurrence of a Triggering Event, or 
(D) securities issuable upon exercise of Rights from and after the occurrence of a Triggering Event if the Rights were acquired by 
such Person or any of such Person’s Affiliates or Associates prior to the Distribution Date or pursuant to Section 3(a) or Section 22 
(the “Original Rights”) or pursuant to Section 11(i) in connection with an adjustment made with respect to any Original Rights;  

(ii) that such Person or any of such Person’s Affiliates or Associates, directly or indirectly, has the right to vote or 
dispose of or has “beneficial ownership” of (as determined pursuant to Rule 13d-3 of the General Rules and Regulations under the 
Exchange Act, or any comparable or successor rule, regardless of whether the Company is subject to the Exchange Act), including, 
without limitation, pursuant to any agreement, arrangement or understanding, whether or not in writing; provided, however, that a 
Person shall not be deemed the “Beneficial Owner” of, or to “beneficially own,” any security under this subparagraph (ii) as a result 
of an agreement, arrangement, or understanding to vote such security if such agreement, arrangement, or understanding (A) arises 
solely from a revocable proxy given in response to a proxy or consent solicitation made pursuant to, and in accordance with, the 
applicable provisions of the General Rules and Regulations under the Exchange Act (and if such provisions are not applicable by law, 
such proxy or solicitation is made in substantially the same manner as if such provisions were applicable), and (B) is not also then 
reportable by such Person on Schedule 13D under the Exchange Act (or any comparable or successor report) (and if the Company is 
not subject to the Exchange Act, would not be then reportable if the Company was subject to the Exchange Act); or  

(iii) that are beneficially owned, directly or indirectly, by any other Person (or any Affiliate or Associate thereof) 
with which such Person (or any of such Person’s Affiliates or Associates) has any agreement, arrangement or understanding (whether 
or not in writing) for the purpose of acquiring, holding, voting (except pursuant to a revocable proxy as described in the proviso to 
subparagraph (ii) of this paragraph (f)) or disposing of any voting securities of the Company. Nothing in this paragraph (f), however, 
shall cause a person engaged in business as an underwriter of securities to be the “Beneficial Owner” of, or to “beneficially own,” any 
securities acquired through such person’s participation in good faith in a firm commitment underwriting until the expiration of forty 
days after the date of such acquisition.  

(g) “Business Day” means any day other than a Saturday, Sunday, or a day on which banking institutions in the 
Commonwealth of Massachusetts are authorized or obligated by law or executive order to close.  

(h) “Close of Business” on any given date means 5:00 p.m., Eastern Time, on such date. If such date is not a Business Day, 
however, it means 5:00 p.m., Eastern Time, on the next succeeding Business Day.  

(i) “Common Stock,” when used with reference to the Company, shall mean the shares of Common Stock, par value $.01 
per share, of the Company. “Common Stock,” when used with reference to any Person other than the Company, shall mean (i) in the 
case of Persons organized in corporate form, the shares of  
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capital stock or units of equity security with the greatest voting power of such Person or, if such Person is a Subsidiary of another 
Person, of the Person or Persons which ultimately control or direct the management of such first-mentioned Person or (ii) in the case 
of Persons not organized in corporate form, the units of beneficial interest which: (A) represent the right to participate generally in the 
profits and losses of such Person (including, without limitation, any flow-through tax benefits resulting from an ownership interest in 
such Person); and (B) are entitled to exercise the greatest voting power of such Person or, in the case of a limited partnership, shall 
have the power to remove the general partner or partners.  

(j) “Company” shall have the meaning set forth in the preamble.  

(k) “Current Market Price” shall have the meaning set forth in Section 11(d).  

(l) “Current Value” shall have the meaning set forth in Section 11(a)(iii).  

(m) “Distribution Date” shall have the meaning set forth in Section 3(a).  

(n) “Equivalent Common Stock” shall have the meaning set forth in Section 11(b).  

(o) “Exchange Act” means the Securities Exchange Act of 1934, as amended.  

(p) “Exchange Ratio” shall have the meaning set forth in Section 24(a).  

(q) “Exempt Person” means the Company, any Subsidiary of the Company, any employee benefit plan of the Company or 
of any Subsidiary of the Company or any Person or entity organized, appointed, or established by the Company for or pursuant to the 
terms of any such plan, and David L. Dunkel, any spouse or lineal descendent of David L. Dunkel or any trust for the benefit of any 
such persons.  

(r) “Expiration Date” shall have the meaning set forth in Section 7(a).  

(s) “Final Expiration Date” shall have the meaning set forth in Section 7(a).  

(t) “Original Rights” shall have the meaning set forth in Section 1(f)(i).  

(u) “Permitted Offer” means a tender or exchange offer which is for all outstanding Common Stock at a price and on terms 
determined, before the purchase of Common Stock under such tender or exchange offer, by at least a majority of the Board of 
Directors who are not representatives, nominees, Affiliates, or Associates of an Acquiring Person or the Person making such tender 
offer or exchange offer, to be fair (taking into account all factors that the Board of Directors deems relevant including, without 
limitation, prices that could reasonably be achieved if the Company or its assets were sold on an orderly basis designed to realize 
maximum value) and otherwise in the best interests of the Company and its shareholders (other than the Person or any Affiliate or 
Associate thereof on whose behalf the offer is being made), taking into account all other factors that the Board of Directors may deem 
relevant.  

(v) “Person” means any individual, firm, corporation, partnership, or other entity, and shall include any successor (by 
merger or otherwise) of such entity.  

(w) “Principal Party” shall have the meaning set forth in Section 13(b).  

(x) “Purchase Price” shall have the meaning set forth in Section 4(a), and shall initially be as set forth in Section 7(b).  

(y) “Record Date” shall have the meaning set forth in the preamble.  

(z) “Redemption Price” shall have the meaning set forth in Section 23(a).  

(aa) “Rights” shall have the meaning set forth in the preamble.  
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(bb) “Rights Agent” shall have the meaning set forth in the preamble until a successor Rights Agent shall have become 
such pursuant to the applicable provisions of this Agreement, and thereafter “Rights Agent” shall mean such successor Rights Agent. 
If at any time there is more than one Person appointed by the Company as Rights Agent pursuant to the provisions of this Agreement, 
“Rights Agent” shall mean and include each such Person.  

(cc) “Rights Certificates” shall have the meaning set forth in Section 3(a).  

(dd) “Rights Dividend Declaration Date” shall have the meaning set forth in the preamble.  

(ee) “Section 11(a)(ii) Event” means any event described in Section 11(a)(ii).  

(ff) “Section 11(a)(ii) Trigger Date” shall have the meaning set forth in Section 11(a)(iii).  

(gg) “Section 13 Event” means any event described in clauses (x), (y) or (z) of Section 13(a).  

(hh) “Securities Act” means the Securities Act of 1933, as amended.  

(ii) “Spread” shall have the meaning set forth in Section 11(a)(iii).  

(jj) “Stock Acquisition Date” means the first date of public announcement (that, for purposes of this definition, shall 
include, a report filed pursuant to the Exchange Act) by the Company or an Acquiring Person that an Acquiring Person has become 
an Acquiring Person.  

(kk) “Subsidiary” means, with respect to any Person, any corporation, limited liability company, partnership, association, 
or other business entity of which (i) if a corporation, a majority of the total voting power of shares of stock entitled (without regard to 
the occurrence of any contingency) to vote in the election of directors, managers, or trustees thereof is at the time owned or 
controlled, directly or indirectly, by that Person or one or more of the other Subsidiaries of that Person or a combination thereof or 
(ii) if a limited liability company, partnership, association, or other business entity (other than a corporation), a majority of the 
partnership or other similar ownership interests thereof is at the time owned or controlled, directly or indirectly, by that Person or one 
or more Subsidiaries of that Person or a combination thereof and for this purpose, a Person or Persons own a majority ownership 
interest in such a business entity (other than a corporation) if such Person or Persons shall be allocated a majority of such business 
entity’s gains or losses or shall be or control any managing director or general partner of such business entity (other than a 
corporation). The term “Subsidiary” shall include all Subsidiaries of such Subsidiary.  

(ll) “Substitution Period” shall have the meaning set forth in Section 11(a)(iii).  

(mm) “Summary of Rights” shall have the meaning set forth in Section 3(b).  

(nn) “Trading Day” shall have the meaning set forth in Section 11(d).  

(oo) “Triggering Event” means any Section 11(a)(ii) Event or any Section 13 Event.  

Section 2. Appointment of Rights Agent. The Company hereby appoints the Rights Agent to act as agent for the Company in 
accordance with the terms and conditions of this Agreement, and the Rights Agent hereby accepts such appointment. The Company 
may from time to time appoint such co-Rights Agents as it may deem necessary or desirable, upon 10 days prior written notice to the 
Rights Agent. The Rights Agent shall have no duty to supervise, and shall in no event be liable for, the acts or omissions of any such 
co-Rights Agent.  
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Section 3. Issue of Rights Certificates.  
(a) Until the earliest of: (i) the Close of Business on the tenth Business Day after the Stock Acquisition Date; or (ii) the 

Close of Business on the tenth Business Day (or such later date as may be determined by the Company’s Board of Directors) after the 
date that a tender or exchange offer (other than a Permitted Offer) by any Person (other than an Exempt Person) is first published or 
sent or given within the meaning of Rule 14d-2(a) of the General Rules and Regulations under the Exchange Act, if upon 
consummation thereof, such Person (other than an Exempt Person) would be the Beneficial Owner of 15% or more of the shares of 
Common Stock then outstanding (the earlier of (i) and (ii) are referred to in this Agreement as the “Distribution Date”), (x) the Rights 
will be evidenced (subject to the provisions of paragraph (b) of this Section 3) by the outstanding certificates for the Common Stock 
and not by separate certificates, and (y) the Rights will be transferable only in connection with the transfer of the underlying shares of 
Common Stock (including a transfer to the Company). As soon as practicable after the Company has notified the Rights Agent of the 
occurrence of the Distribution Date, the Rights Agent will send by first-class, insured, postage-prepaid mail, to each record holder of 
the Common Stock as of the Close of Business on the Distribution Date, at the address of such holder shown on the records of the 
Company, one or more right certificates, in substantially the form of Exhibit A (the “Rights Certificates”), evidencing one Right for 
each share of Common Stock so held, subject to adjustment as provided in this Agreement. If an adjustment in the number of Rights 
per share of Common Stock has been made pursuant to Section 11(a)(i), at the time of distribution of the Rights Certificates, the 
Company shall make the necessary and appropriate rounding adjustments (in accordance with Section 14(a)) so that Rights 
Certificates representing only whole numbers of Rights are distributed and cash is paid in lieu of any fractional Rights. As of the 
Distribution Date, the Rights will be evidenced solely by such Rights Certificates.  

(b) As promptly as practicable following the Record Date, the Company will file this Rights Agreement, and a summary of 
the Rights Agreement, in substantially the form attached hereto as Exhibit B, on a Current Report on Form 8-K or other filing with 
the Securities and Exchange Commission. With respect to certificates for the Common Stock outstanding as of the Record Date, until 
the Distribution Date, the Rights will be evidenced by such certificates for the Common Stock and the registered holders of the 
Common Stock shall also be the registered holders of the associated Rights. Until the earlier of the Distribution Date or the Expiration 
Date, the transfer of any certificates representing shares of Common Stock in respect of which Rights have been issued shall also 
constitute the transfer of the Rights associated with such shares of Common Stock.  

(c) Rights shall be issued in respect of all shares of Common Stock that are issued after the Record Date but prior to the 
earlier of the Distribution Date or the Expiration Date. Rights shall also be issued to the extent provided in Section 22 in respect of all 
shares of Common Stock which are issued after the Distribution Date and before the Expiration Date. Certificates representing such 
shares of Common Stock shall also be deemed to be certificates for Rights, and shall bear the following legend:  

This certificate also evidences and entitles the holder hereof to certain Rights as set forth in the Rights Agreement between 
KFORCE INC. (the “Company”) and Computershare Trust Company, N.A. (the “Rights Agent”) dated as of October 29, 
2008 (the “Rights Agreement”), and as the same may be amended from time to time, the terms of which are incorporated 
herein by reference and a copy of which is on file at the principal offices of the Company. Under circumstances described 
in the Rights Agreement, such Rights will be evidenced by separate certificates and will no longer be evidenced by this 
certificate. The Company will mail to the holder of this certificate a copy of the Rights Agreement, without charge 
promptly after receipt of a written request therefor. Under certain circumstances described in the Rights Agreement, Rights 
issued to, or held by, any Person who is, was, or becomes an Acquiring Person or any Affiliate or Associate thereof (as 
those terms are defined in the Rights Agreement), whether currently held by or on behalf of such Person or by any 
subsequent holder, may become null and void.  
With respect to certificates containing the foregoing legend, until the earlier of (i) the Distribution Date or (ii) the 
Expiration Date, the Rights associated with  
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the Common Stock represented by them shall be evidenced by the certificates alone and registered holders of Common 
Stock shall also be the registered holders of the associated Rights, and the transfer of any of such certificates shall also 
constitute the transfer of the Rights associated with the Common Stock represented by such certificates. In the event that 
the Company purchases or acquires and cancels any Common Stock after the Record Date but before the earlier of the 
Distribution Date or the Expiration Date, any Rights associated with such Common Stock shall be deemed cancelled and 
retired so that the Company shall not be entitled to exercise any Rights associated with the Common Stock that are no 
longer outstanding.  

Section 4. Form of Rights Certificates.  
(a) The Rights Certificates (and the forms of election to purchase and of assignment to be printed on the reverse thereof) 

shall each be substantially in the form set forth in Exhibit A and may have such marks of identification or designation and such 
legends, summaries, or endorsements printed thereon as the Company may deem appropriate and as are not inconsistent with the 
provisions of this Agreement, or as may be required to comply with applicable law or rule or with any rule of any stock exchange, 
national market system or over-the-counter market on which the Rights may from time to time be listed, or to conform to usage. 
Subject to the provisions of Section 11 and Section 22, the Rights Certificates, whenever distributed, shall be dated as of the Record 
Date and on their face shall entitle the holders thereof to purchase such number of shares of Common Stock as shall be set forth 
therein at the price per share of Common Stock set forth therein (such exercise price per share, the “Purchase Price”), but the amount 
and type of securities purchasable upon the exercise of each Right and the Purchase Price thereof shall be subject to adjustment as 
provided in this Agreement.  

(b) Any Rights Certificate issued pursuant to Section 3(a) or Section 22 that represents Rights beneficially owned by: (i) an 
Acquiring Person or any Associate or Affiliate of an Acquiring Person; (ii) a transferee of an Acquiring Person (or of any such 
Associate or Affiliate) who becomes a transferee after the Acquiring Person becomes such; or (iii) a transferee of an Acquiring Person 
(or of any such Associate or Affiliate) who becomes a transferee prior to or concurrently with the Acquiring Person becoming such 
and receives such Rights pursuant to either (A) a transfer (whether or not for consideration) from the Acquiring Person to holders of 
equity interests in such Acquiring Person or to any Person with whom such Acquiring Person has any continuing agreement, 
arrangement, or understanding regarding the transferred Rights or (B) a transfer that the Board of Directors has determined is part of a 
plan, arrangement, or understanding that has as a primary purpose or effect avoidance of Section 7(e), and any Rights Certificate 
issued pursuant to Section 6 or Section 11 upon transfer, exchange, replacement, or adjustment of any other Rights Certificate 
referred to in this sentence, shall contain (to the extent feasible) the following legend:  
The Rights represented by this Rights Certificate are or were beneficially owned by a Person who was or became an Acquiring Person 
or an Affiliate or Associate of an Acquiring Person (as such terms are defined in the Rights Agreement). Accordingly, this Rights 
Certificate and the Rights represented hereby may become null and void in the circumstances specified in Section 7(e) of such 
agreement.  

Section 5. Countersignature and Registration.  
(a) The Rights Certificates shall be executed on behalf of the Company by the Chairman of the Board, the Chief Executive 

Officer, the President, any Vice President, the Chief Financial Officer, the Treasurer, any Assistant Treasurer, the Secretary, or any 
Assistant Secretary, either manually or by facsimile signature, and shall have affixed thereto the Company’s seal or a facsimile 
thereof that shall be attested by the Secretary or an Assistant Secretary of the Company, either manually or by facsimile signature. 
The Rights Certificates shall be countersigned by the Rights Agent, either manually or by facsimile signature, and shall not be valid 
for any purpose unless so countersigned. If an officer of the Company signs any of the Rights Certificates and then ceases to be an 
officer of the Company before countersignature by the Rights Agent and issuance and delivery by the Company, such Rights 
Certificates nevertheless may be countersigned by the Rights Agent and issued and delivered by the Company with the same effect as 
though the person who signed such Rights Certificates had not ceased to be an officer of the Company. Any Rights Certificates may 
be signed on behalf of the Company by any person who is a  
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proper officer of the Company to sign such Rights Certificate at the actual date of the execution of such Rights Certificate. 

(b) Following the Distribution Date, the Rights Agent will keep at its office, designated as the appropriate place for 
surrender of Rights Certificates upon exercise or transfer, books for registration and transfer of the Rights Certificates issued under 
this Agreement. Those books shall show the names and addresses of the respective holders of the Rights Certificates, the number of 
Rights evidenced on its face by each of the Rights Certificates, and the date of each of the Rights Certificates.  

Section 6. Transfer, Split Up, Combination, and Exchange of Rights Certificates: Mutilated, Destroyed, Lost, or Stolen 
Rights Certificates.  

(a) Subject to the provisions of Section 4(b), Section 7(e), Section 14, and Section 20(k), at any time after the Close of 
Business on the Distribution Date, and at or before the Close of Business on the Expiration Date, any Rights Certificate or Certificates 
may be transferred, split up, combined, or exchanged for another Rights Certificate or Certificates, entitling the registered holder to 
purchase a like number of shares of Common Stock (or, following a Triggering Event, other securities, cash, or other assets, as the 
case may be) as the Rights Certificate or Certificates surrendered then entitle such holder (or former holder in the case of a transfer) to 
purchase. Any registered holder desiring to transfer, split up, combine, or exchange any Rights Certificate or Certificates shall make 
such request in writing delivered to the Rights Agent, and shall surrender the Rights Certificate or Certificates to be transferred, split 
up, combined, or exchanged, with the form of assignment and certificate appropriately executed, at the principal office or offices of 
the Rights Agent designated for such purpose. Neither the Rights Agent nor the Company shall be obligated to take any action 
whatsoever with respect to the transfer of any such surrendered Rights Certificate until the registered holder shall have completed and 
signed the certificate contained in the form of assignment on the reverse side of such Rights Certificate and shall have provided such 
additional evidence of the identity of the Beneficial Owner (or former Beneficial Owner) or Affiliates or Associates thereof as the 
Company shall reasonably request. Thereupon the Rights Agent shall, subject to Section 4(b), Section 7(e), Section 14, and 
Section 20(k), countersign and deliver to the Person entitled thereto a Rights Certificate or Certificates, as the case may be, as so 
requested. The Company may require payment of a sum sufficient to cover any tax or governmental charge that may be imposed in 
connection with any transfer, split up, combination, or exchange of Rights Certificates.  

(b) Upon receipt by the Company and the Rights Agent of evidence reasonably satisfactory to them of the loss, theft, 
destruction, or mutilation of a Rights Certificate, and, in case of loss, theft, or destruction, of indemnity or security reasonably 
satisfactory to them, and reimbursement to the Company and the Rights Agent of all reasonable expenses incidental thereto, and upon 
surrender to the Rights Agent and cancellation of the Rights Certificate if mutilated, the Company will execute and deliver a new 
Rights Certificate of like tenor to the Rights Agent for countersignature and delivery to the registered owner in lieu of the Rights 
Certificate so lost, stolen, destroyed, or mutilated.  

Section 7. Exercise of Rights; Purchase Price; Expiration Date of Rights.  
(a) Subject to Section 7(e), the registered holder of any Rights Certificate may exercise the Rights evidenced thereby 

(except as this Agreement otherwise provides, including restricting exercisability as described in Section 9(c), Section 11(a)(iii) and 
Section 23(a)), in whole or in part at any time after the Distribution Date upon surrender of the Rights Certificate, with the form of 
election to purchase and the certificate on the reverse side of the Rights Certificate duly executed, to the Rights Agent at the principal 
office or offices of the Rights Agent designated for such purpose, together with payment of the aggregate Purchase Price with respect 
to the total number of shares of Common Stock (or other securities, cash, or assets, as the case may be) as to which such surrendered 
Rights are then exercisable, at or before the earlier of: (i) the Close of Business on October 28, 2018 (the “Final Expiration Date”); 
(ii) the time at which the Rights expire pursuant to Section 13(e); (iii) the time at which the Rights are redeemed as provided in 
Section 23(a)-(b); (iv) the termination of this Agreement as provided in Section 23(c); or (v) the time at which such Rights are 
exchanged as provided in Section 24 (the earlier of (i), (ii), (iii), (iv) or (v) are referred to in this Agreement as the “Expiration Date”). 
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(b) The Purchase Price for each share of Common Stock pursuant to the exercise of a Right shall initially be $125.00, and 
shall be subject to adjustment from time to time as provided in Sections 11 and 13(a) and shall be payable in accordance with 
paragraph (c) below.  

(c) Upon receipt of a Rights Certificate representing exercisable Rights with the form of election to purchase and the 
certificate duly executed, accompanied by payment with respect to each Right so exercised of the Purchase Price per share of 
Common Stock (or other securities, cash or assets, as the case may be) to be purchased as set forth below and an amount equal to any 
applicable transfer tax, the Rights Agent shall, subject to Section 14(b) and Section 20(k), thereupon promptly: (i) (A) requisition 
from any transfer agent of the shares of Common Stock (or make available, if the Rights Agent is the transfer agent for such shares) 
certificates for the total number of shares of Common Stock to be purchased (and the Company hereby irrevocably authorizes its 
transfer agent to comply with all such requests), or (B) if the Company shall have elected to deposit the total number shares of 
Common Stock issuable upon exercise of the Rights under this Agreement with a depositary agent, requisition from the depositary 
agent depositary receipts representing such number of shares of Common Stock as are to be purchased (in which case certificates for 
the shares of Common Stock represented by such receipts shall be deposited by the transfer agent with the depositary agent), and the 
Company will direct the depositary agent to comply with such request; (ii) requisition from the Company the amount of cash, if any, 
to be paid in lieu of fractional shares in accordance with Section 14; (iii) after receipt of such certificates or depositary receipts, cause 
the same to be delivered to or upon the order of the registered holder of such Rights Certificate, registered in such name or names as 
may be designated by such holder; and (iv) promptly after receipt thereof, deliver such cash, if any, to or upon the order of the 
registered holder of such Rights Certificate. The payment of the Purchase Price (as such amount may be reduced pursuant to 
Section 11(a)(iii)) shall be made in cash or by certified bank check or bank draft payable to the Company. If the Company is obligated 
to issue other securities of the Company, pay cash, or distribute other property pursuant to Section 11(a), the Company will make all 
arrangements necessary so that such other securities, cash, or other property are available for distribution by the Rights Agent, if and 
when appropriate.  

(d) If the registered holder of any Rights Certificate shall exercise fewer than all the Rights evidenced thereby, the Rights 
Agent shall issue and deliver a new Rights Certificate evidencing Rights equivalent to the Rights remaining unexercised to, or upon 
the order of, the registered holder of such Rights Certificate, registered in such name or names as may be designated by such holder, 
subject to the provisions of Section 14.  

(e) Notwithstanding anything in this Agreement to the contrary, after the first occurrence of a Section 11(a)(ii) Event, any 
Rights beneficially owned by: (i) an Acquiring Person or an Associate or Affiliate of an Acquiring Person; (ii) a transferee of an 
Acquiring Person (or of any Associate or Affiliate thereof) who becomes a transferee after the Acquiring Person becomes such; or 
(iii) a transferee of an Acquiring Person (or of any Associate or Affiliate thereof) who becomes a transferee before or concurrently 
with the Acquiring Person’s becoming such and receives such Rights pursuant to either (A) a transfer (whether or not for 
consideration) from the Acquiring Person to holders of equity interests in such Acquiring Person or to any Person with whom the 
Acquiring Person has any continuing agreement, arrangement, or understanding regarding the transferred Rights or (B) a transfer that 
the Board of Directors has determined is part of a plan, arrangement, or understanding that has the avoidance of this Section 7(e) as a 
primary purpose or effect, shall become null and void without any further action, and no holder of such Rights shall have any rights 
whatsoever with respect to such Rights, whether under any provision of this Agreement or otherwise. The Company shall use all 
reasonable efforts to ensure that the provisions of this Section 7(e) and Section 4(b) are complied with, but shall have no liability to 
any holder of Rights Certificates or other Person as a result of its failure to make any determinations with respect to an Acquiring 
Person, or their respective Affiliates, Associates, or transferees under this Agreement.  

(f) Notwithstanding anything in this Agreement to the contrary, neither the Rights Agent nor the Company shall be 
obligated to undertake any action with respect to a registered holder upon the occurrence of any purported exercise as set forth in this 
Section 7 unless such registered holder shall have (i) completed and signed the certificate contained in the form of election to 
purchase set forth on the reverse side of the Rights Certificate surrendered for such exercise and (ii) provided such additional 
evidence of the identity of the Beneficial Owner (or former Beneficial Owner) or Affiliates or Associates thereof as the Company 
shall reasonably request.  

Section 8. Cancellation and Destruction of Rights Certificates. All Rights Certificates surrendered for the purpose of 
exercise, transfer, split up, combination, or exchange shall, if surrendered to the  
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Company or any of its agents, be delivered to the Rights Agent for cancellation or in cancelled form, or, if surrendered to the Rights 
Agent, shall be cancelled by it, and no Rights Certificates shall be issued in lieu thereof except as expressly permitted by any of the 
provisions of this Agreement. The Company shall deliver to the Rights Agent for cancellation and retirement, and the Rights Agent 
shall so cancel and retire, any other Rights Certificates purchased or acquired by the Company otherwise than upon the exercise 
thereof. The Rights Agent shall deliver all cancelled Rights Certificates to the Company, or shall, at the written request of the 
Company, destroy such cancelled Rights Certificates, and in such case shall deliver a certificate of destruction thereof to the 
Company.  

Section 9. Reservation and Availability of Capital Stock.  
(a) The Company agrees that it will reserve out of its authorized and unissued Common Stock the number of shares of 

Common Stock that will be sufficient to permit the exercise in full of all outstanding Rights.  

(b) So long as the shares of Common Stock issuable upon the exercise of Rights may be listed on any national securities 
exchange, the Company shall use its best efforts to cause, from and after such time as the Rights become exercisable, all shares of 
Common Stock reserved for such issuance to be listed on such exchange upon official notice of issuance upon such exercise.  

(c) The Company agrees that it will take all action that may be necessary to ensure that all shares of Common Stock 
delivered upon exercise of Rights shall, at the time of delivery of the certificates for shares of Common Stock (subject to payment of 
the Purchase Price), be duly and validly authorized and issued and fully paid and nonassessable shares (except as otherwise provided 
by a corporation law applicable to the Company).  

(d) The Company further agrees that it will pay when due any federal or state transfer taxes and charges that may be 
payable with respect to the issuance or delivery of the Rights Certificates or of any shares of Common Stock upon the exercise of the 
Rights. The Company shall not, however, be required to pay any transfer tax that may be payable with respect to any transfer or 
delivery of Rights Certificates to a Person other than, or the issuance or delivery of certificates for shares of Common Stock in a name 
other than, that of the registered holder of the Rights Certificate evidencing Rights surrendered for exercise, or to issue or to deliver 
any certificates for shares of Common Stock upon the exercise of any Rights until such tax shall have been paid (any such tax being 
payable by the holder of such Rights Certificate at the time of surrender) or until it has been established to the Company’s reasonable 
satisfaction that no such tax is due.  

(e) The Company shall use its reasonable efforts to: (i) file, as soon as practicable following the earliest date after the first 
occurrence of a Section 11(a)(ii) Event or an exchange pursuant to Section 24 on which the consideration to be delivered by the 
Company upon exercise or exchange of the Rights has been determined pursuant to this Agreement, including in accordance with 
Section 11(a)(iii) and Section 24, as soon as is required by law following the Distribution Date, as the case may be, a registration 
statement under the Securities Act, with respect to the Rights and the securities purchasable upon exercise of the Rights or exchanged 
for the Rights on an appropriate form; (ii) cause such registration statement to become effective as soon as practicable after such 
filing; and (iii) cause such registration statement to remain effective (with a prospectus at all times meeting the requirements of the 
Securities Act) until the earlier of (A) the date as of which the Rights are no longer exercisable for such securities and (B) the date of 
the Expiration Date. The Company will also take such action as may be appropriate under, or to ensure compliance with, the 
securities or “blue sky” laws of the various states in connection with the exercisability of the Rights. The Company may temporarily 
suspend, for a period not to exceed 90 days after the date set forth in clause (i) of the first sentence of this Section 9(e), the 
exercisability of the Rights in order to prepare and file such registration statement and permit it to become effective. Upon any 
suspension of the exercisability of the Rights referred to in this Section 9(e), the Company shall issue public announcements that the 
exercisability of the Rights has been temporarily suspended and that the suspension is no longer in effect. Notwithstanding any 
provision of this Agreement to the contrary, the Rights shall not be exercisable in any jurisdiction unless the requisite qualification in 
such jurisdiction shall have been obtained.  

Section 10. Common Stock Record Date. Each Person in whose name any certificate for a number of shares of Common Stock 
(or other securities) is issued upon the exercise of Rights shall for all purposes be deemed to have become the holder of record of such 
shares of Common Stock (or other securities) represented  
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thereby, and such certificate shall be dated as of the date upon which the Rights Certificate evidencing such Rights was duly 
surrendered and payment of the Purchase Price (and all applicable transfer taxes) was made. If the date of such surrender and payment 
is a date upon which the Common Stock (or other securities) transfer books of the Company are closed, such Person shall be deemed 
to have become the record holder of such shares on, and such certificate shall be dated, the next succeeding Business Day on which 
the Common Stock (or other securities) transfer books of the Company are open. Before the exercise of the Rights evidenced thereby, 
the holder of a Rights Certificate shall not be entitled to any rights of a shareholder of the Company with respect to shares for which 
the Rights shall be exercisable, including, without limitation, the right to vote, to receive dividends or other distributions or to 
exercise any preemptive rights, and shall not be entitled to receive any notice of any proceedings of the Company, except as provided 
in this Agreement.  

Section 11. Adjustment of Purchase Price, Number and Kind of Shares, or Number of Rights. The Purchase Price, the 
number and kind of shares covered by each Right, and the number of Rights outstanding are subject to adjustment from time to time 
as provided in this Section 11.  

(a) (i) If the Company shall after the date of this Agreement: (A) declare a dividend on the outstanding Common Stock 
payable in shares of Common Stock; (B) subdivide or split the outstanding Common Stock; (C) combine or consolidate the 
outstanding Common Stock into a smaller number of shares or effect a reverse stock split of the outstanding Common Stock; or 
(D) issue any shares of its capital stock in a reclassification of the Common Stock (including any reclassification in connection with a 
consolidation or merger in which the Company is the continuing or surviving corporation), except as otherwise provided in this 
Section 11(a) and Section 7(e), the Purchase Price in effect at the time of the record date for such dividend or of the effective date of 
such subdivision, split, combination, consolidation, or reclassification, and the number and kind of shares of Common Stock issuable 
on such date, shall be proportionately adjusted so that the holder of any Right thereafter exercised shall be entitled to purchase the 
aggregate number and kind of shares of Common Stock that, if the Right had been exercised immediately before such date, he would 
have owned upon such exercise and been entitled to receive by virtue of such dividend, subdivision, split, combination, consolidation 
or reclassification. If the record date for any such dividend, subdivision, combination, or reclassification shall occur before the 
Distribution Date, however, the Company shall appropriately adjust the Purchase Price (taking into account any additional Rights that 
may be issued as a result of such dividend, subdivision, combination, or reclassification), in lieu of adjusting (as described above) the 
number of shares of Common Stock (or other capital stock, as the case may be) issuable upon exercise of the Rights. If an event 
occurs that would require an adjustment under both this Section 11(a)(i) and Section 11(a)(ii), the adjustment provided for in this 
Section 11(a)(i) shall be in addition to, and shall be made before, any adjustment required pursuant to Section 11(a)(ii).  

(ii) If, subject to Section 24, any Person (other than an Exempt Person), alone or together with its Affiliates and 
Associates, shall, at any time after the Rights Dividend Declaration Date, become an Acquiring Person, unless the event causing such 
Person to become an Acquiring Person is a transaction described in Section 13(a), or is a Permitted Offer, then immediately upon the 
occurrence of any event described in this Section 11(a)(ii), each holder of a Right (except as provided below and in Section 7(e)) shall 
thereafter have the right to receive, upon exercise thereof at the then current Purchase Price, but in no event less than the par value per 
share in accordance with the terms of this Agreement, such number of shares of Common Stock of the Company as shall equal the 
result obtained by (x) multiplying the then current Purchase Price by the number of shares of Common Stock for which a Right was 
exercisable immediately before the first occurrence of a Section 11(a)(ii) Event, and (y) dividing that product (that, following such 
first occurrence shall thereafter be referred to as the “Purchase Price” for each Right and for all purposes of this Agreement) by 50% 
of the Current Market Price (determined pursuant to Section 11(d)) per share of Common Stock on the date of such first occurrence 
(such number of shares, the “Adjustment Share Amount”).  

(iii) In lieu of issuing shares of Common Stock in accordance with Section 11(a)(ii), if the Board determines that the 
action described below in this Section 11(a)(iii) is necessary or appropriate and not contrary to the interests of the holders of Rights 
(other than any Acquiring Person and any Affiliate or Associate of any such Person), the Company may: (A) determine the excess of 
(1) the value of the Adjustment Share Amount issuable upon the exercise of a Right (the “Current Value”) over (2) the Purchase Price 
(such excess, the “Spread”), and (B) with respect to each Right, make adequate provision to substitute for the Adjustment Share 
Amount, upon payment of the applicable Purchase Price, (1) cash, (2) a reduction in the Purchase Price (but in no event to less than  
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the par value per share), (3) Common Stock or other equity securities of the Company (including, without limitation, shares, or units 
of shares, of preferred stock that the Board of Directors deemed to have the same value as shares of Common Stock), (4) debt 
securities of the Company, (5) other assets, or (6) any combination of the foregoing, having an aggregate value equal to the Current 
Value, where such aggregate value has been determined by the Board of Directors based upon the advice of a recognized investment 
banking firm selected by the Board of Directors. If, however, the Company shall not have made adequate provision to deliver value 
pursuant to clause (B) above within 30 days following the later of (x) the first occurrence of a Section 11(a)(ii) Event and (y) the date 
on which the Company’s right of redemption pursuant to Section 23(a) expires (the later of (x) and (y) are referred to in this 
Agreement as the “Section 11(a)(ii) Trigger Date”), then the Company shall be obligated to deliver, upon the surrender for exercise of 
a Right and without requiring payment of the Purchase Price (except for the payment of an amount equal to the par value of each 
share), shares of Common Stock (to the extent available) and then, if necessary, cash, which shares or cash have an aggregate value 
equal to the Spread. If the Board of Directors determines in good faith that it is likely that sufficient additional shares of Common 
Stock could be authorized for issuance upon exercise in full of the Rights, the 30-day period set forth above may be extended to the 
extent necessary, but not more than 90 days after the Section 11(a)(ii) Trigger Date, so that the Company may seek shareholder 
approval for the authorization of such additional shares (such period, as it may be extended, is referred to in this Agreement as the 
“Substitution Period”). If the Company determines that some action need be taken pursuant to the first or second sentences of this 
Section 11(a)(iii), the Company (x) shall provide, subject to Section 7(e), that such action shall apply uniformly to all outstanding 
Rights and (y) may suspend the exercisability of the Rights until the expiration of the Substitution Period in order to seek any 
authorization of additional shares or to decide the appropriate form of distribution to be made pursuant to such first sentence and to 
determine the value thereof. If any such suspension occurs, the Company shall issue public announcements that the exercisability of 
the Rights has been temporarily suspended and that the suspension is no longer in effect. For purposes of this Section 11(a)(iii), the 
value of the Common Stock shall be the Current Market Price (as determined pursuant to Section 11(d)) per share of the Common 
Stock on the Section 11(a)(ii) Trigger Date and the value of any “common stock equivalent” shall be deemed to have the same value 
as the Common Stock on such date.  

(b) If the Company shall fix a record date for the issuance of rights (other than the Rights), options, or warrants to all 
holders of Common Stock entitling them to subscribe for or purchase (for a period expiring within 45 days after such record date) 
Common Stock (or shares having the same rights, privileges, and preferences as the shares of Common Stock (“Equivalent Common 
Stock”)) or securities convertible into Common Stock or Equivalent Common Stock at a price per share of Common Stock or per 
share of Equivalent Common Stock (or having a conversion price per share, if a security convertible into Common Stock or 
Equivalent Common Stock) less than the Current Market Price per share of Common Stock (as determined pursuant to Section 11(d)) 
on such record date, the Purchase Price to be in effect after such record date shall be determined by multiplying the Purchase Price in 
effect immediately before such record date by a fraction, the numerator of which shall be the number of shares of Common Stock 
outstanding on such record date plus the number of shares of Common Stock that the aggregate offering price of the total number of 
shares of Common Stock or Equivalent Common Stock to be offered (or the aggregate initial conversion price of the convertible 
securities to be offered) would purchase at such Current Market Price, and the denominator of which shall be the number of shares of 
Common Stock outstanding on such record date, plus the number of additional shares of Common Stock or Equivalent Common 
Stock to be offered for subscription or purchase (or into which the convertible securities to be offered are initially convertible). In 
case such subscription price may be paid fully or partially in a consideration in a form other than cash, the value of such consideration 
shall be as determined in good faith by the Board of Directors, whose determination shall be described in a statement filed with the 
Rights Agent and shall be binding on the Rights Agent and the holders of the Rights. Shares of Common Stock owned by or held for 
the account of the Company shall not be deemed outstanding for the purpose of any such computation. Such adjustment shall be made 
successively whenever such a record date is fixed, and if such rights or warrants are not so issued, the Purchase Price shall be adjusted 
to be the Purchase Price that would then be in effect if such record date had not been fixed.  

(c) If the Company fixes a record date for a distribution to all holders of Common Stock (including any such distribution 
made in connection with a consolidation or merger in which the Company is the continuing corporation) of evidences of 
indebtedness, cash (other than a regular quarterly cash dividend out of the earnings or retained earnings of the Company), assets 
(other than a dividend payable in Common Stock, but including any dividend payable in stock other than Common Stock), or 
subscription rights or warrants (excluding those referred to in Section 11(b)), the Purchase Price to be in effect after such record date 
shall be determined by  
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multiplying the Purchase Price in effect immediately before such record date by a fraction, the numerator of which shall be the 
Current Market Price per share of Common Stock (as determined pursuant to Section 11(d)) on such record date, less the fair market 
value (as determined in good faith by the Board of Directors, whose determination shall be described in a statement filed with the 
Rights Agent) of the portion of the cash, assets, or evidences of indebtedness to be distributed or of such subscription rights or 
warrants applicable to a share of Common Stock and the denominator of which shall be such Current Market Price per share of 
Common Stock (as determined pursuant to Section 11(d)). Such adjustments shall be made successively whenever such a record date 
is fixed, and if such distribution is not so made, the Purchase Price shall be adjusted to be the Purchase Price that would have been in 
effect if such record date had not been fixed.  

(d) For the purpose of any computation under this Agreement, other than computations made pursuant to Section 11(a)(iii), 
the “Current Market Price” per share of Common Stock on any date shall be deemed to be the average of the daily closing prices per 
share of such Common Stock for the 30 consecutive Trading Days immediately before such date and for purposes of computations 
made pursuant to Section 11(a)(iii), the “Current Market Price” per share of Common Stock on any date shall be deemed to be the 
average of the daily closing prices per share of such Common Stock for the ten consecutive Trading Days immediately following such 
date. If the “Current Market Price” per share of the Common Stock is determined, however, during a period following the 
announcement by the issuer of such Common Stock of (A) a dividend or distribution on such Common Stock payable in shares of 
such Common Stock or securities convertible into shares of such Common Stock (other than the Rights) or (B) any subdivision, split, 
combination, or reclassification of such Common Stock, and the ex-dividend date for such dividend or distribution, or the record date 
for such subdivision, split, combination, or reclassification, shall not have occurred before the commencement of the requisite 30-
Trading Day or 10-Trading Day period, as set forth above, then, and in each such case, the “Current Market Price” shall be properly 
adjusted to take into account ex-dividend trading. The closing price for each Trading Day shall be the last sale price, regular way, or, 
in case no such sale takes place on such day, the average of the closing bid and asked prices, regular way, in either case as reported in 
the principal consolidated transaction reporting system with respect to securities listed or admitted to trading on any national 
securities exchange, the last quoted price or, if not so quoted, the average of the high bid and low asked prices in the over-the-counter 
market, as reported by any applicable system then in use, or, if on any such date the shares of Common Stock are not quoted by any 
such organization, the average of the closing bid and asked prices as furnished by a professional market maker making a market in the 
Common Stock selected by the Board of Directors. If on any such date no market maker is making a market in the Common Stock, 
the fair value of such shares on such date as determined in good faith by the Board of Directors shall be used. The term “Trading 
Day” means a day on which the principal national securities exchange on which the shares of Common Stock are listed or admitted to 
trading is open for the transaction of business or, if the shares of Common Stock are not listed or admitted to trading on any national 
securities exchange, a Business Day. If the Common Stock is not publicly held or not so listed or traded, “Current Market Price” per 
share means the fair value per share as determined in good faith by the Board of Directors, whose determination shall be described in 
a statement filed with the Rights Agent and shall be conclusive for all purposes.  

(e) Anything in this Agreement to the contrary notwithstanding, no adjustment in the Purchase Price shall be required 
unless such adjustment would require an increase or decrease of at least one percent in the Purchase Price. Any adjustments that by 
reason of this Section 11(e) are not required to be made shall be carried forward and taken into account in any subsequent adjustment. 
All calculations under this Section 11 shall be made to the nearest cent or to the nearest ten-thousandth of a share of Common Stock 
or other share as the case may be. Notwithstanding the first sentence of this Section 11(e), any adjustment required by this Section 11 
shall be made no later than the earlier of (i) three years from the date of the transaction that requires such adjustment or (ii) the 
Expiration Date.  

(f) If as a result of an adjustment made pursuant to Section 11(a)(ii) or Section 13(a), the holder of any Right thereafter 
exercised shall become entitled to receive any share or fraction of a share of capital stock other than Common Stock, thereafter the 
number or fraction of such other shares so receivable upon exercise of any Right and the Purchase Price thereof shall be subject to 
adjustment from time to time in a manner and on terms as nearly equivalent as practicable to the provisions with respect to the 
Common Stock contained in Sections 11(a), (b), (c), (e), (g), (h), (i), (j), (k), and (m), and the provisions of Sections 7, 9, 10, 13, and 
14 with respect to the Common Stock shall apply on like terms to any such other shares.  
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(g) All Rights originally issued by the Company after any adjustment to the Purchase Price under this Agreement shall 
represent the right to purchase, at the adjusted Purchase Price, the number of shares of Common Stock purchasable from time to time 
under this Agreement upon exercise of the Rights, all subject to further adjustment as provided herein.  

(h) Unless the Company shall have exercised its election as provided in Section 11(i), upon each adjustment of the 
Purchase Price as a result of the calculations made in Sections 11(b) and (c), each Right outstanding immediately before the making 
of such adjustment shall thereafter represent the right to purchase, at the adjusted Purchase Price, that fraction of a share (or number 
of shares) of Common Stock (calculated to the nearest ten-thousandth) obtained by (i) multiplying (x) the number of shares covered 
by a Right immediately before this adjustment by (y) the Purchase Price in effect immediately before such adjustment of the Purchase 
Price, and (ii) dividing the product so obtained by the Purchase Price in effect immediately after such adjustment of the Purchase 
Price.  

(i) The Company, acting by the decision of at least a majority of the Board of Directors, may elect on or after the date of 
any adjustment of the Purchase Price to adjust the number of Rights in lieu of any adjustment in the number of shares of Common 
Stock purchasable upon the exercise of a Right. Each of the Rights outstanding after the adjustment in the number of Rights shall be 
exercisable for the number of shares of Common Stock for which a Right was exercisable immediately prior to such adjustment. Each 
Right held of record before such adjustment of the number of Rights shall become that number of Rights (calculated to the nearest 
ten-thousandth) obtained by dividing the Purchase Price in effect immediately prior to adjustment of the Purchase Price by the 
Purchase Price in effect immediately after adjustment of the Purchase Price. The Company shall publicly announce its election to 
adjust the number of Rights, indicating the record date for the adjustment, and, if known at the time, the amount of the adjustment to 
be made. This record date may be the date on which the Purchase Price is adjusted or any day thereafter, but, if the Rights Certificates 
have been issued, shall be at least 10 days after the date of the public announcement. If Rights Certificates have been issued, upon 
each adjustment of the number of Rights pursuant to this Section 11(i), the Company shall promptly cause to be distributed to holders 
of record of Rights Certificates on such record date Rights Certificates representing, subject to Section 14, the additional Rights to 
which such holders shall be entitled as a result of such adjustment, or shall cause to be distributed to such holders of record in 
substitution and replacement for the Rights Certificates held by such holders before the date of adjustment, and upon surrender 
thereof—if required by the Company, new Rights Certificates evidencing all the Rights to which such holders shall be entitled after 
such adjustment. Rights Certificates to be so distributed shall be issued, executed, and countersigned in the manner provided for 
herein (and may bear, at the option of the Company, the adjusted Purchase Price) and shall be registered in the names of the holders 
of record of Rights Certificates on the record date specified in the public announcement.  

(j) Irrespective of any adjustment or change in the Purchase Price or the fraction of a share (or number of shares) of 
Common Stock issuable upon the exercise of the Rights, any Rights Certificates issued may continue to express the Purchase Price 
per share and the number of shares that were expressed in the initial Rights Certificates issued under this Agreement.  

(k) Before taking any action that would cause an adjustment reducing the Purchase Price below the then par value, if any, 
of the number of shares of Common Stock issuable upon exercise of the Rights, the Company shall take any corporate action that 
may, in the opinion of its counsel, be necessary in order that the Company may validly and legally issue fully paid and nonassessable 
shares of Common Stock at such adjusted Purchase Price.  

(l) If this Section 11 requires that an adjustment in the Purchase Price be made effective as of a record date for a specified 
event, the Company may elect to defer until the occurrence of such event the issuance to the holder of any Right exercised after such 
record date the number of shares of Common Stock and other capital stock or securities of the Company, if any, issuable upon such 
exercise over and above the number of shares of Common Stock and other capital stock or securities of the Company, if any, issuable 
upon such exercise on the basis of the Purchase Price in effect before such adjustment.  

(m) Anything in this Section 11 to the contrary notwithstanding, the Company shall be entitled to make such reductions in 
the Purchase Price, in addition to those adjustments expressly required by this  
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Section 11, to the extent that in their good faith judgment the Board of Directors shall determine to be advisable so that any: 
(i) consolidation or subdivision of the Common Stock; (ii) issuance wholly for cash of any shares of Common Stock at less than the 
Current Market Price; (iii) issuance wholly for cash of shares of Common Stock or securities that by their terms are convertible into 
or exchangeable for shares of Common Stock; (iv) stock dividends; or (v) issuance of rights, options, or warrants referred to in this 
Section 11, hereafter made by the Company to holders of its Common Stock shall not be taxable to such shareholders.  

(n) The Company agrees that it shall not, after the Distribution Date: (i) consolidate with any other Person (other than a 
Subsidiary of the Company in a transaction that complies with Section 11(o)); (ii) merge with or into any other Person (other than a 
Subsidiary of the Company in a transaction that complies with Section 11(o)); or (iii) sell or transfer (or permit any Subsidiary to sell 
or transfer), in one transaction, or a series of related transactions, assets or earning power aggregating more than 50% of the assets or 
earning power of the Company and its Subsidiaries (taken as a whole) to any other Person or Persons (other than the Company or any 
of its Subsidiaries in one or more transactions each of which complies with Section 11(o)), if (x) at the time of or immediately after 
such consolidation, merger, or sale there are any rights, warrants, or other instruments or securities outstanding or agreements in 
effect that would substantially diminish or otherwise eliminate the benefits intended to be afforded by the Rights or (y) before, 
simultaneously with, or immediately after such consolidation, merger, or sale, the shareholders of the Person who constitutes, or 
would constitute the “Principal Party” for purposes of Section 13(a) shall have received a distribution of Rights previously owned by 
such Person or any of its Affiliates and Associates.  

(o) The Company agrees that, after the Distribution Date, it will not, except as permitted by Section 23, Section 24, or 
Section 27, take (or permit any Subsidiary to take) any action if at the time such action is taken it is reasonably foreseeable that such 
action will diminish substantially or otherwise eliminate the benefits intended to be afforded by the Rights.  

Section 12. Certificate of Adjusted Purchase Price or Number of Shares. Whenever an adjustment is made as provided in 
Section 11 or Section 13, the Company shall: (a) promptly prepare a certificate describing such adjustment and a brief statement of 
the facts giving rise to such adjustment; (b) promptly file with the Rights Agent, and with the transfer agent for the Common Stock, a 
copy of such certificate; and (c) mail or make available by filing as an exhibit to a Current Report on Form 8-K or other filing with 
the Securities and Exchange Commission a brief summary of such adjustment to each holder of a Rights Certificate (or, if before the 
Distribution Date, to each holder of a certificate representing shares of Common Stock) in accordance with Section 26. The Rights 
Agent shall be fully protected in relying on any such certificate and on any adjustment contained therein and shall not be deemed to 
have knowledge of any such adjustment unless and until it shall have received such certificate.  

Section 13. Consolidation, Merger, or Sale or Transfer of Assets or Earning Power.  
(a) If, following the Stock Acquisition Date, directly or indirectly, (x) the Company shall consolidate with, or merge with 

and into, any other Person (other than a Subsidiary of the Company in a transaction that complies with Section 11(o)), and the 
Company shall not be the continuing or surviving corporation of such consolidation or merger, (y) any Person (other than a 
Subsidiary of the Company in a transaction that complies with Section 11(o)) shall consolidate with, or merge with or into, the 
Company, and the Company shall be the continuing or surviving corporation of such consolidation or merger and, in connection with 
such consolidation or merger, all or part of the outstanding shares of Common Stock shall be changed into or exchanged for stock or 
other securities of any other Person or cash or any other property, or (z) the Company shall sell or otherwise transfer (or one or more 
of its Subsidiaries shall sell or otherwise transfer), in one transaction or a series of related transactions, assets or earning power 
aggregating more than 50% of the assets or earning power of the Company and its Subsidiaries (taken as a whole) to any Person or 
Persons (other than the Company or any Subsidiary of the Company in one or more transactions each of which complies with 
Section 11(o)), then, and in each such case (except as provided in Section 13(d)), proper provision shall be made so that: (i) each 
holder of a Right, except as provided in Section 7(e), shall thereafter have the right to receive, upon the exercise thereof at the then 
current Purchase Price (disregarding any adjustment of the Purchase Price pursuant to Section 11(a)(ii)) in accordance with the terms 
of this Agreement, such number of validly authorized and issued, fully paid, nonassessable, and freely tradable shares of Common 
Stock of the Principal Party, not subject to any liens, encumbrances, rights of first refusal or other adverse claims, as shall be equal to 
the result obtained by (1) multiplying the then current Purchase Price by the number of shares of Common  
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Stock for which a Right is exercisable immediately before the first occurrence of a Section 13 Event (or, if a Section 11(a)(ii) Event 
has occurred before the first occurrence of a Section 13 Event, multiplying the number of shares for which a Right was exercisable 
immediately prior to the first occurrence of a Section 11(a)(ii) Event by the Purchase Price in effect immediately prior to such first 
occurrence), and dividing that product (that, following the first occurrence of a Section 13 Event, shall be referred to as the “Purchase 
Price” for each Right and for all purposes of this Agreement) by (2) 50% of the Current Market Price (determined pursuant to 
Section 11(d)) per share of the Common Stock of such Principal Party on the date of consummation of such Section 13 Event; 
(ii) such Principal Party shall thereafter be liable for, and shall assume, by virtue of such Section 13 Event, all the obligations and 
duties of the Company pursuant to this Agreement; (iii) the term “Company” shall thereafter be deemed to refer to such Principal 
Party, it being specifically intended that the provisions of Section 11 shall apply only to such Principal Party following the first 
occurrence of a Section 13 Event; (iv) such Principal Party shall take such steps (including the reservation of a sufficient number of 
shares of its Common Stock) in connection with the consummation of any such transaction as may be necessary to assure that the 
provisions of this Agreement shall thereafter be applicable, as nearly as practicable, in relation to its shares of Common Stock 
thereafter deliverable upon the exercise of the Rights; and (v) the provisions of Section 11(a)(ii) shall be of no effect following the 
first occurrence of any Section 13 Event.  

(b) “Principal Party” means:  
(i) in the case of any transaction described in clause (x) or (y) of the first sentence of Section 13(a), the Person that is 

the issuer of any securities into which shares of Common Stock of the Company are converted in such merger or consolidation, and if 
no securities are so issued, the Person that is the other party to such merger or consolidation; and  

(ii) in the case of any transaction described in clause (z) of the first sentence of Section 13(a), the Person that is the 
party receiving the greatest portion of the assets or earning power transferred pursuant to such transaction or transactions.  

If, however, (1) the Common Stock of such Person is not at such time and has not been continuously over the preceding 12-month 
period registered under Section 12 of the Exchange Act, and such Person is a direct or indirect Subsidiary of another Person the 
Common Stock of which is and has been so registered, “Principal Party” shall refer to such other Person; and (2) in case such Person 
is a Subsidiary, directly or indirectly, of more than one Person, the Common Stock of two or more of which are and have been so 
registered, “Principal Party” shall refer to whichever of such Persons is the issuer of the Common Stock having the greatest aggregate 
market value.  

(c) If, for any reason, the Rights cannot be exercised for the Common Stock of such Principal Party, then a holder of Rights 
will have the right to exchange each Right for cash from such Principal Party in an amount equal to the Purchase Price as calculated 
above. If, for any reason, the foregoing formulation cannot be applied to determine the cash amount to which the holder of Rights is 
entitled, then the Board of Directors shall determine such amount reasonably and in good faith.  

(d) The Company shall not consummate any such consolidation, merger, sale, or transfer unless the Principal Party shall 
have a sufficient number of authorized shares of its Common Stock that have not been issued or reserved for issuance to permit the 
exercise in full of the Rights in accordance with this Section 13 and unless previously the Company and such Principal Party shall 
have executed and delivered to the Rights Agent a supplemental agreement providing for the terms set forth in paragraphs (a), (b), 
and (c) of this Section 13 and further providing that, as soon as practicable after the date of any consolidation, merger, or sale of 
assets mentioned in paragraph (a) of this Section 13, the Principal Party will:  

(i) prepare and file a registration statement under the Securities Act, with respect to the Rights and the securities 
purchasable upon exercise of the Rights on an appropriate form, and will use its best efforts to cause such registration statement to 
(A) become effective as soon as practicable after such filing and (B) remain effective (with a prospectus at all times meeting the 
requirements of the Securities Act) until the Expiration Date; and  
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(ii) deliver to holders of the Rights historical financial statements for the Principal Party and each of its Affiliates 
that comply in all respects with the requirements for registration on Form 10 under the Exchange Act.  

The provisions of this Section 13 shall similarly apply to successive mergers, consolidations, sales, or other transfers. If a Section 13 
Event shall occur at any time after the occurrence of a Section 11(a)(ii) Event, the Rights that have not previously been exercised 
shall become exercisable in the manner described in Section 13(a).  

(e) Notwithstanding anything in this Agreement to the contrary, Section 13 shall not be applicable to a transaction 
described in subparagraphs (x) and (y) of Section 13(a) if: (i) such transaction is consummated with a Person or Persons who acquired 
shares of Common Stock pursuant to a Permitted Offer (or a wholly owned subsidiary of any such Person or Persons); (ii) the price 
per share of Common Stock offered in such transaction is not less than the price per share of Common Stock paid to all holders of 
shares of Common Stock whose shares were purchased pursuant to such Permitted Offer; and (iii) the form of consideration being 
offered to the remaining holders of shares of Common Stock pursuant to such transaction is the same as the form of consideration 
paid pursuant to such Permitted Offer. Upon consummation of any such transaction contemplated by this Section 13(e), all Rights 
under this Agreement shall expire.  

Section 14. Fractional Rights and Fractional Shares.  
(a) The Company shall not be required to issue fractions of Rights, except prior to the Distribution Date as provided in 

Section 11(a)(i), or to distribute Rights Certificates that evidence fractional Rights. In lieu of such fractional Rights, there shall be 
paid to the registered holders of the Rights Certificates with regard to which such fractional Rights would otherwise be issuable, an 
amount in cash equal to the same fraction of the current market value of a whole Right. For purposes of this Section 14(a), the current 
market value of a whole Right shall be the closing price of the Rights for the Trading Day immediately before the date on which such 
fractional Rights would have been otherwise issuable. The closing price of the Rights for any day shall be the last sale price, regular 
way, or, in case no such sale takes place on such day, the average of the closing bid and asked prices, or regular way, in either case as 
reported in the principal consolidated transaction reporting system with respect to securities listed or admitted to trading on the 
principal national securities exchange on which the Rights are listed or admitted to trading, or if the Rights are not listed or admitted 
to trading on any national securities exchange, the last quoted price or, if not so quoted, the average of the high bid and low asked 
prices in the over-the-counter market, as reported by any applicable system then in use or, if on any such date the Rights are not 
quoted by any such organization, the average of the closing bid and asked prices as furnished by a professional market maker making 
a market in the Rights selected by the Board of Directors. If on any such date no such market maker is making a market in the Rights, 
the fair value of the Rights on such date as determined in good faith by the Board of Directors shall be used.  

(b) The Company shall not be required to issue fractions of shares upon exercise of the Rights or to distribute certificates 
that represent fractional shares. In lieu of fractional shares, the Company may pay to the registered holder of Rights Certificates at the 
time such Rights are exercised as provided in this Agreement an amount in cash equal to the same fraction of the current market value 
of a share of Common Stock. For purposes of this Section 14(b), the current market value of a share of Common Stock shall be the 
closing price of a share of Common Stock (as determined pursuant to Section 11(d)) for the Trading Day immediately prior to the 
date of such exercise.  

(c) The holder of a Right by the acceptance of the Rights expressly waives his right to receive any fractional Rights or any 
fractional shares upon exercise of a Right, except as permitted by this Section 14.  

Section 15. Rights of Action. All rights of action in respect of this Agreement, except those rights of action vested in the Rights 
Agent pursuant to Section 13 and Section 20, are vested in the respective registered holders of the Rights Certificates (and before the 
Distribution Date, the registered holders of the Common Stock); and any registered holder of any Rights Certificate (or before the 
Distribution Date, of the Common Stock), without the consent of the Rights Agent or of the holder of any other Rights Certificate (or 
prior to the Distribution Date, of the Common Stock), may, on his own behalf and for his own benefit, enforce, and may institute and 
maintain any  
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suit, action, or proceeding against the Company to enforce, or otherwise act in respect of, his right to exercise the Rights represented 
by such Rights Certificate in the manner provided in such Rights Certificate and in this Agreement. Without limiting the foregoing or 
any remedies available to the holders of Rights, it is specifically acknowledged that the holders of Rights would not have an adequate 
remedy at law for any breach of this Agreement and shall be entitled to specific performance of the obligations under this Agreement 
and injunctive relief against actual or threatened violations of the obligations under this Agreement of any Person subject to this 
Agreement.  

Section 16. Agreement of Rights Holders. Every holder of a Right by accepting the same agrees with the Company and the 
Rights Agent and with every other holder of a Right that:  

(a) before the Distribution Date, the Rights will be transferable only in connection with the transfer of Common Stock;  

(b) after the Distribution Date, the Rights Certificates are transferable only on the registry books of the Rights Agent if 
surrendered at the principal office or offices of the Rights Agent designated for such purpose, duly endorsed or accompanied by a 
proper instrument of transfer and with the appropriate forms and certificates fully executed;  

(c) subject to Section 6(a) and Section 7(f), the Company and the Rights Agent may treat the person in whose name a 
Rights Certificate (or, before the Distribution Date, the associated Common Stock certificate) is registered as the absolute owner 
thereof and of the Rights represented thereby (notwithstanding any notations of ownership or writing on the Rights Certificates or the 
associated Common Stock certificate made by anyone other than the Company or the Rights Agent) for all purposes whatsoever, and 
neither the Company nor the Rights Agent, subject to the last sentence of Section 7(e), shall be affected by any notice to the contrary; 
and  

(d) notwithstanding anything in this Agreement to the contrary, neither the Company nor the Rights Agent shall have any 
liability to any holder of a Right or other Person as a result of its inability to perform any of its obligations under this Agreement by 
reason of any preliminary or permanent injunction or other order, decree or ruling issued by a court of competent jurisdiction or by a 
governmental, regulatory or administrative agency or commission, or any statute, rule, regulation, or executive order promulgated or 
enacted by any governmental authority, prohibiting or otherwise restraining performance of such obligation. The Company must, 
however, use its reasonable efforts promptly to have any such order, decree, or ruling lifted or otherwise overturned.  

Section 17. Rights Certificate Holder Not Deemed a Shareholder. No holder, as such, of any Rights Certificate shall be 
entitled to vote, receive dividends, or be deemed for any purpose the holder of the fraction of a share (or number of shares) of 
Common Stock or any other securities of the Company that may at any time be issuable on the exercise of the Rights represented 
thereby, nor shall anything contained in this Agreement or in any Rights Certificate be construed to confer upon the holder of any 
Rights Certificate, as such, any of the rights of a shareholder of the Company or any right to vote for the election of directors or upon 
any matter submitted to shareholders at any meeting thereof, or to give or withhold consent to any corporate action, or to receive 
notice of meetings or other actions affecting shareholders (except as provided in Sections 24 and 25), or to receive dividends or 
subscription rights, or otherwise, until the Right or Rights evidenced by such Rights Certificate shall have been exercised in 
accordance with the provisions of this Agreement.  

Section 18. Concerning the Rights Agent.  
(a) The Company agrees to pay to the Rights Agent reasonable compensation for services rendered by it under this 

Agreement and, on demand of the Rights Agent, its reasonable expenses and counsel fees and disbursements incurred in the exercise 
and performance of its duties under this Agreement. The Company also agrees to indemnify the Rights Agent for, and to hold it 
harmless against, any loss, liability, or expense, incurred without gross negligence, bad faith, or willful misconduct on the part of the 
Rights Agent, for anything done or omitted by the Rights Agent in connection with the acceptance and administration of this 
Agreement, including the expenses of defending against any claim of liability in the premises. The indemnity provided for in this 
Agreement shall survive the expiration of the Rights and the termination of this Agreement.  
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(b) The Rights Agent shall be protected and shall incur no liability for or with respect to any action taken, suffered, or 
omitted by it in connection with its administration of this Agreement in reliance upon any Rights Certificate or certificate for 
Common Stock or for other securities of the Company, instrument of assignment or transfer, power of attorney, endorsement, 
affidavit, letter, notice, direction, consent, certificate, statement, or other paper or document believed by it to be genuine and to be 
signed, executed and, where necessary, verified or acknowledged, by the proper Person or Persons.  

Section 19. Merger or Consolidation or Change of Name of Rights Agent.  
(a) Any Person into which the Rights Agent or any successor Rights Agent may be merged or with which it may be 

consolidated, or any Person resulting from any merger or consolidation to which the Rights Agent or any successor Rights Agent 
shall be a party, or any Person succeeding to the corporate trust business of the Rights Agent or any successor Rights Agent, shall be 
the successor to the Rights Agent under this Agreement without the execution or filing of any paper or any further act on the part of 
any of the parties to this Agreement if such corporation would be eligible for appointment as a successor Rights Agent under the 
provisions of Section 21. If such successor Rights Agent shall succeed to the agency created by this Agreement, any of the Rights 
Certificates shall have been countersigned but not delivered, any such successor Rights Agent may adopt the countersignature of a 
predecessor Rights Agent and deliver such Rights Certificates so countersigned; and if at that time any of the Rights Certificates shall 
not have been countersigned, any successor Rights Agent may countersign such Rights Certificates either in the name of the 
predecessor or in the name of the successor Rights Agent; and in all such cases such Rights Certificates shall have the full force 
provided in the Rights Certificates and in this Agreement.  

(b) If at any time the name of the Rights Agent shall be changed and at such time any of the Rights Certificates shall have 
been countersigned but not delivered, the Rights Agent may adopt the countersignature under its prior name and deliver Rights 
Certificates so countersigned; and if at that time any of the Rights Certificates shall not have been countersigned, the Rights Agent 
may countersign such Rights Certificates either in its prior name or in its changed name; and in all such cases such Rights Certificates 
shall have the full force provided in the Rights Certificates and in this Agreement.  

Section 20. Duties of Rights Agent. The Rights Agent undertakes the duties and obligations imposed by this Agreement upon 
the following terms and conditions, all of which shall bind the Company and the holders of Rights Certificates, by their acceptance 
thereof:  

(a) The Rights Agent may consult with legal counsel (who may be legal counsel for the Company), and the opinion of such 
counsel shall be full and complete authorization and protection to the Rights Agent as to any action taken or omitted by it in good 
faith and in accordance with such opinion.  

(b) Whenever in the performance of its duties under this Agreement, the Rights Agent shall deem it desirable that any fact 
or matter (including, without limitation, the identity of any Acquiring Person and the determination of the Current Market Price) be 
established by the Company before taking or suffering any action under this Agreement, such fact or matter (unless other evidence 
with respect thereto is specifically prescribed in this Agreement) may be considered conclusively established by a certificate signed 
by the Chairman of the Board, the Chief Executive Officer, the President, any Vice President, the Chief Financial Officer, the 
Treasurer, any Assistant Treasurer, the Secretary, or any Assistant Secretary of the Company and delivered to the Rights Agent; and 
such certificate shall be full authorization to the Rights Agent for any action taken or suffered in good faith by it under the provisions 
of this Agreement in reliance upon such certificate.  

(c) The Rights Agent shall be liable under this Agreement only for its own gross negligence, bad faith or willful 
misconduct.  

(d) The Rights Agent shall not be liable for or by reason of any of the statements of fact or recitals contained in this 
Agreement or in the Rights Certificates or be required to verify any such statements of fact or recitals (except as to its 
countersignature on such Rights Certificates). All such statements and recitals shall be considered to have been made only by the 
Company.  
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(e) The Rights Agent shall not be responsible with respect to the validity of this Agreement or the execution and delivery 
of this Agreement (except the execution of this Agreement by the Rights Agent) or with respect to the validity or execution of any 
Rights Certificate (except its countersignature thereof); nor shall it be responsible for any breach by the Company of any covenant or 
condition contained in this Agreement or in any Rights Certificate; nor shall it be responsible for any adjustment required under the 
provisions of Sections 3, 11, 13, 23 or 24 or the manner, method, or amount of any such adjustment or the ascertaining of the 
existence of facts that would require any such adjustment (except with respect to the exercise of Rights represented by Rights 
Certificates after receipt of the certificate described in Section 12); nor shall it be deemed by any act under this Agreement to make 
any representation or warranty as to the authorization or reservation of any shares of Common Stock to be issued pursuant to this 
Agreement or any Rights Certificate or as to whether any shares of Common Stock will, when so issued, be validly authorized and 
issued, fully paid, and nonassessable.  

(f) The Company agrees that it will perform, execute, acknowledge, and deliver or cause to be performed, executed, 
acknowledged, and delivered all such further and other acts, instruments, and assurances as may reasonably be required by the Rights 
Agent for the carrying out or performing by the Rights Agent of the provisions of this Agreement.  

(g) The Rights Agent is hereby authorized and directed to accept instructions with respect to the performance of its duties 
under this Agreement from the Chairman of the Board, the Chief Executive Officer, the President, any Vice President, the Chief 
Financial Officer, the Treasurer, any Assistant Treasurer, the Secretary, or any Assistant Secretary of the Company, and to apply to 
such officers for advice or instructions in connection with its duties, and it shall not be liable for any action taken or suffered to be 
taken by it in good faith in accordance with instructions of any such officer.  

(h) The Rights Agent and any shareholder, director, officer, or employee of the Rights Agent may buy, sell, or deal in any 
of the Rights or other securities of the Company or become pecuniarily interested in any transaction in which the Company may be 
interested, or contract with or lend money to the Company, or otherwise act as fully and freely as though it were not Rights Agent 
under this Agreement. Nothing in this Agreement shall preclude the Rights Agent from acting in any other capacity for the Company 
or for any other legal entity.  

(i) The Rights Agent may execute and exercise any of the rights or powers hereby vested in it or perform any duty under 
this Agreement either itself or by or through its attorneys or agents, and the Rights Agent shall not be answerable or accountable for 
any act, default, neglect, or misconduct of any such attorneys or agents or for any loss to the Company resulting from any such act, 
default, neglect, or misconduct, if reasonable care was exercised in the selection and continued employment thereof.  

(j) No provision of this Agreement shall require the Rights Agent to expend or risk its own funds or otherwise incur any 
financial liability in the performance of any of its duties under this Agreement or in the exercise of its rights, if there shall be 
reasonable grounds for believing that repayment of such funds or adequate indemnification against such risk or liability is not 
reasonably assured to it.  

(k) If, with respect to any Rights Certificate surrendered to the Rights Agent for exercise or transfer, the certificate attached 
to the form of assignment or form of election to purchase, as the case may be, has either not been completed or indicates an 
affirmative response to clauses 1 or 2 thereof, the Rights Agent shall not take any further action with respect to such requested 
exercise of transfer without first consulting with the Company.  

Section 21. Change of Rights Agent. The Rights Agent or any successor Rights Agent may resign and be discharged from its 
duties under this Agreement upon 60 days notice (or such lesser notice as is acceptable to the Company) in writing mailed to the 
Company, and to each transfer agent of the Common Stock, by registered or certified mail, and to the holders of the Rights 
Certificates by first-class mail. In the event the transfer agency relationship in effect between the Company and the Rights Agent 
terminates, the Rights Agent will be deemed to have resigned automatically and be discharged from its duties under this Agreement 
as of the effective date of such termination, and the Company shall be responsible for sending any required notice. The Company may 
remove the Rights Agent or any successor Rights Agent upon 60 days notice in writing, mailed to the Rights Agent or successor 
Rights Agent, as the case may be, and to the transfer agent of the Common Stock, by registered or certified mail, and  
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to the holders of the Rights Certificates by first-class mail. If the Rights Agent shall resign or be removed or shall otherwise become 
incapable of acting, the Company shall appoint a successor to the Rights Agent. If the Company shall fail to make such appointment 
within 60 days after giving notice of such removal or after it has been notified in writing of such resignation or incapacity by the 
resigning or incapacitated Rights Agent or by the holder of a Rights Certificate (who shall, with such notice, submit his Rights 
Certificate for inspection by the Company), then any registered holder of any Rights Certificate may apply to any court of competent 
jurisdiction for the appointment of a new Rights Agent. Any successor Rights Agent, whether appointed by the Company or by a 
court, shall be a corporation organized and doing business under the laws of the United States or of any state of the United States, in 
good standing, that is authorized under such laws to exercise corporate trust or stock transfer powers and is subject to supervision or 
examination by federal or state authority and that has at the time of its appointment as Rights Agent, along with its Affiliates, a 
combined capital and surplus of at least $50 million. After appointment, the successor Rights Agent shall be vested with the same 
powers, rights, duties, and responsibilities as if it had been originally named as Rights Agent without further act or deed; but the 
predecessor Rights Agent shall deliver and transfer to the successor Rights Agent any property at the time held by it under this 
Agreement, and execute and deliver any further assurance, conveyance, act, or deed necessary for the purpose. Not later than the 
effective date of any such appointment, the Company shall file notice thereof in writing with the predecessor Rights Agent and each 
transfer agent of the Common Stock and mail a notice thereof in writing to the registered holders of the Rights Certificates. Failure to 
give any notice provided for in this Section 21, however, or any defect therein, shall not affect the legality or validity of the 
resignation or removal of the Rights Agent or the appointment of the successor Rights Agent, as the case may be.  

Section 22. Issuance of New Rights Certificates. Notwithstanding any of the provisions of this Agreement or of the Rights to 
the contrary, the Company may, at its option, issue new Rights Certificates representing Rights in such form as may be approved by 
the Board of Directors to reflect any adjustment or change in the Purchase Price and the number or kind or class of shares or other 
securities or property purchasable under the Rights Certificates made in accordance with the provisions of this Agreement. In 
addition, in connection with the issuance or sale of shares of Common Stock following the Distribution Date and before the 
redemption or expiration of the Rights, the Company (a) shall, with respect to shares of Common Stock so issued or sold pursuant to 
the exercise of stock options or under any employee plan or arrangement, or upon the exercise, conversion or exchange of securities 
hereinafter issued by the Company, and (b) may, in any other case, if deemed appropriate by the Board of Directors, issue Rights 
Certificates representing the appropriate number of Rights in connection with such issuance or sale, however, (i) no such Rights 
Certificate shall be issued if, and to the extent that, the Company shall be advised by counsel that such issuance would create a 
significant risk of material adverse tax consequences to the Company or the Person to whom such Rights Certificate would be issued, 
and (ii) no such Rights Certificate shall be issued if, and to the extent that, appropriate adjustment shall otherwise have been made in 
lieu of the issuance thereof.  

Section 23. Redemption and Termination.  
(a) The Board of Directors may, at its option, at any time before the earlier of: (i) the Close of Business on the tenth day 

following the Stock Acquisition Date; or (ii) the Final Expiration Date, redeem all but not less than all the then outstanding Rights at a
redemption price of $0.0001 per Right, as such amount may be appropriately adjusted to reflect any stock split, stock dividend, or 
similar transaction occurring after the date of this Agreement (such redemption price is referred to in this Agreement as the 
“Redemption Price”) and the Company may, at its option, pay the Redemption Price either in shares of Common Stock (based on the 
Current Market Price of the shares of Common Stock at the time of redemption) or cash. In considering whether to redeem the Rights, 
the Board of Directors may consider the best long-term and short-term interests of the Company, including, without limitation, the 
effects of the redemption of the Rights upon employees, suppliers and customers of the Company or any Subsidiary of the Company 
and communities in which offices or other establishments of the Company or any Subsidiary of the Company are located and all other 
pertinent factors. The redemption of the Rights by the Board of Directors may be effective at such time, on such basis and with such 
conditions as such Board of Directors in its sole discretion may establish. In addition to the right of redemption reserved in the first 
sentence of this subsection 23(a), the Board of Directors may redeem all, but not less than all, of the then outstanding Rights at the 
Redemption Price after the occurrence of a Stock Acquisition Date, but before the occurrence of any transaction of the kind described 
in Section 13(a), if either: (i) a Person who is an Acquiring Person shall have transferred or otherwise  
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disposed of a number of shares of Common Stock in one transaction or series of transactions, not directly or indirectly involving the 
Company or any of its Subsidiaries and which did not result in the occurrence of any transaction of the kind described in Section 13
(a), as shall result in such Person thereafter being a Beneficial Owner of 10% or less of the outstanding shares of Common Stock of 
the Company, and after such transfer or other disposition there are no other Acquiring Persons, or (ii) in connection with any 
transaction of the kind described in Section 13(a) in which all holders of the Common Stock of the Company are treated the same and 
which shall not involve an Acquiring Person, an Affiliate or Associate of an Acquiring Person, any other Person in which such 
Acquiring Person, Affiliate or Associate has any interest or any other Person acting, directly or indirectly, on behalf of or in 
association with such Acquiring Person, Affiliate or Associate. Notwithstanding anything contained in this Agreement to the contrary, 
the Rights shall not be exercisable after the first occurrence of a Section 11(a)(ii) Event until such time as the Company’s right of 
redemption under this Agreement has expired.  

(b) Immediately upon the action of the Board of Directors ordering the redemption of the Rights, evidence of which shall 
have been filed with the Rights Agent and without any further action or notice, the right to exercise the Rights will terminate and the 
only right thereafter of the holders of Rights shall be to receive the Redemption Price. Promptly after the action of the Board of 
Directors ordering the redemption of the Rights, the Company shall give notice of such redemption to the Rights Agent and the 
holders of the then outstanding Rights by mailing such notice to all such holders at their last addresses as they appear upon the 
registry books of the Rights Agent or, before the Distribution Date, on the registry books of the Transfer Agent for the Common 
Stock. Any notice that is mailed in the manner provided in this Agreement shall be deemed given, whether or not the holder receives 
the notice. Each such notice of redemption will state the method by which the payment of the Redemption Price will be made. Neither 
the Company nor any of its Affiliates or Associates may redeem, acquire or purchase for value any Rights at any time, in any manner 
other than that specifically set forth in this Section 23, or in connection with the purchase, acquisition or redemption of shares of 
Common Stock before the Distribution Date.  

(c) Notwithstanding anything in this Agreement to the contrary, if the shareholders of the Company have not ratified the 
adoption of this Agreement by a vote of the majority of the outstanding capital stock of the Company represented in person or by 
proxy at a meeting for which a quorum existed, on or before October 28, 2009, then this Agreement shall automatically terminate at 
the Close of Business on such date.  

Section 24. Exchange.  
(a) The Board of Directors may, at their option, at any time after any Person becomes an Acquiring Person, exchange all or 

part of the then outstanding and exercisable Rights (which would not include Rights that have become void pursuant to the provisions 
of Section 7(e)) for shares of Common Stock of the Company at an exchange ratio of one share of Common Stock per Right, 
appropriately adjusted to reflect any stock split, stock dividend, or similar transaction occurring after the date of this Agreement (the 
“Exchange Ratio”). Notwithstanding the foregoing, the Board of Directors shall not be empowered to effect such exchange at any 
time after any Person (other than an Exempt Person), together with all Affiliates and Associates of such Person, becomes the 
Beneficial Owner of 50% or more of the shares of Common Stock then outstanding.  

(b) Immediately upon the action of the Board of Directors ordering the exchange of any Rights pursuant to paragraph (a) of 
this Section 24 and without any further action or notice, the right to exercise such Rights shall terminate and the only right thereafter 
of a holder of such Rights shall be to receive that number of shares of Common Stock equal to the number of such Rights held by 
such holder, multiplied by the Exchange Ratio. The Company promptly shall give public notice of any such exchange; however, the 
failure to give, or any defect in, such notice shall not affect the validity of such exchange. The Company promptly shall mail a notice 
of any such exchange to all the holders of such Rights at their last addresses as they appear upon the registry books of the Rights 
Agent. Any notice that is mailed as provided in this Agreement shall be deemed given, whether or not the holder receives the notice. 
Each such notice of exchange will state the method by which the exchange of the Rights for shares of Common Stock will be effected 
and, in the event of a partial exchange, the number of Rights that will be exchanged. Any partial exchange shall be effected pro rata 
based on the number of Rights (other than Rights that have become void pursuant to the provisions of Section 7(e)) held by each 
holder of Rights.  
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(c) If the Company shall not have sufficient shares of Common Stock authorized but unissued to permit any exchange of 
Rights as contemplated in accordance with this Section 24, the Company shall take all action necessary to authorize additional shares 
of Common Stock for issuance upon exchange of the Rights.  

(d) The Company shall not be required to issue fractions of shares of Common Stock or to distribute certificates that 
represent fractions of shares of Common Stock. In lieu of such fractional shares of Common Stock, the Company may pay to the 
registered holders of the Rights Certificates with regard to which such fractional shares of Common Stock would otherwise be 
issuable an amount in cash equal to the same fraction of the current market value of a whole share of Common Stock. For purposes of 
this paragraph (d), the current market value of a whole share of Common Stock shall be the closing price of a share of Common Stock 
(as determined pursuant to the third sentence of Section 11(d)) for the Trading Day immediately prior to the date of exchange 
pursuant to this Section 24.  

Section 25. Notice of Certain Events.  
(a) If the Company proposes, at any time after the Distribution Date, (i) to pay any dividend payable in stock of any class 

to the holders of Common Stock or to make any other distribution to the holders of Common Stock (other than a regular quarterly 
cash dividend out of earnings or retained earnings of the Company), or (ii) to offer to the holders of Common Stock rights or warrants 
to subscribe for or to purchase any additional shares of Common Stock or shares of stock of any class or any other securities, rights or 
options, or (iii) to effect any reclassification of its Common Stock (other than a reclassification involving only the subdivision of 
outstanding shares of Common Stock), or (iv) to effect any consolidation or merger into or with any other Person (other than a 
Subsidiary of the Company in a transaction that complies with Section 11(o)), or to effect any sale or other transfer (or to permit one 
or more of its Subsidiaries to effect any sale or other transfer), in one transaction or a series of related transactions of more than 50% 
of the assets or earning power of the Company and its Subsidiaries (taken as a whole) to any other Person or Persons (other than the 
Company or any of its Subsidiaries in one or more transactions each of which complies with Section 11(o)), or (v) to effect the 
liquidation, dissolution, or winding up of the Company, then, in each such case, the Company shall give to each holder of a Rights 
Certificate, to the extent feasible and in accordance with Section 26, a notice of such proposed action that specifies the record date for 
such stock dividend, distribution of rights, or the date on which such reclassification, consolidation, merger, sale, transfer, liquidation, 
dissolution, or winding up is to take place and the date of participation therein by the holders of the shares of Common Stock, if any 
such date is to be fixed, and such notice shall be so given in the case of any action covered by clause (i) or (ii) above at least 20 days 
before the record date for determining holders of the shares of Common Stock for purposes of such action, and in the case of any such 
other action, at least 20 days before the date of the taking of such proposed action or the date of participation therein by the holders of 
the shares of Common Stock, whichever is earlier.  

(b) In case any Triggering Event occurs, (i) the Company shall as soon as practicable thereafter give to each holder of a 
Rights Certificate, to the extent feasible and in accordance with Section 26, a notice of the occurrence of such event that specifies the 
event and the consequences of the event to holders of Rights under Section 11(a)(ii), and (ii) all references in the preceding paragraph 
to Common Stock shall be deemed thereafter to refer, if appropriate, to other securities.  

Section 26. Notices Any notice, demand or delivery authorized by this Agreement to be given or made by the Rights Agent or 
by the holder of any Rights Certificate to or on the Company shall be sufficiently given or made when mailed if sent by a nationally 
recognized overnight delivery service or first-class mail, postage-prepaid, addressed (until another address is filed in writing with the 
Rights Agent) as follows:  
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Rights Agent:

  

Computershare Trust Company, N.A. 
250 Royall Street 
Canton, Massachusetts 02021 
Attention: Client Services 

Company:

  

Kforce Inc. 
1001 East Palm Avenue 
Tampa, Florida 33605



Notices or demands that this Agreement authorizes the Company or the Rights Agent to give to the holder of any Rights Certificate 
(or if before the Distribution Date, to the holder of certificates representing shares of Common Stock) shall be sufficiently given or 
made if sent by first-class mail, postage-prepaid, addressed to such holder at the address of such holder as shown on the registry 
books of the Company.  

Section 27. Supplements and Amendments. Before the Distribution Date and subject to the penultimate sentence of this 
Section 27, the Company and the Rights Agent shall, if the Company so directs, supplement or amend any provision of this 
Agreement without the approval of any holders of certificates representing shares of Common Stock. Beginning on the Distribution 
Date and subject to the penultimate sentence of this Section 27, the Company and the Rights Agent shall, if the Company so directs, 
supplement or amend this Agreement without the approval of any holders of Rights Certificates in order to: (i) cure any ambiguity; 
(ii) correct or supplement any provision contained in this Agreement that may be defective or inconsistent with any other provisions 
in this Agreement; (iii) shorten or lengthen any time period under this Agreement (which lengthening or shortening, following the 
first occurrence of an event set forth in clauses (i) and (ii) of the first proviso to Section 23(a), shall require the concurrence of a 
majority of the Board of Directors); or (iv) change or supplement the provisions under this Agreement in any manner that the 
Company may deem necessary or desirable and that shall not adversely affect the interests of the holders of Rights Certificates (other 
than an Acquiring Person or an Affiliate or Associate of an Acquiring Person); however, this Agreement may not be supplemented or 
amended to lengthen, pursuant to clause (iii) of this sentence, (A) a period relating to when the Rights may be redeemed at such time 
as the Rights are not then redeemable, or (B) any other period unless such lengthening is for the purpose of protecting, enhancing, or 
clarifying the rights of, or the benefits to, the holders of Rights. Upon the delivery of a certificate from an appropriate officer of the 
Company that states that the proposed supplement or amendment is in compliance with the terms of this Section 27, the Rights Agent 
shall execute such supplement or amendment, provided that such supplement or amendment does not adversely affect the rights, 
duties or obligations of the Rights Agent under this Agreement. Notwithstanding anything contained in this Agreement to the 
contrary, no supplement or amendment shall be made that changes the Redemption Price, the Final Expiration Date, the Purchase 
Price or the number of shares of Common Stock for which a Right is exercisable. Before the Distribution Date, the interests of the 
holders of Rights shall be deemed coincident with the interests of the holders of Common Stock.  

Section 28. Successors. All the provisions of this Agreement by or for the benefit of the Company or the Rights Agent shall 
bind and inure to the benefit of their respective successors and assigns under this Agreement.  

Section 29. Determinations and Actions by the Board of Directors, etc.  
(a) For all purposes of this Agreement, any calculation of the number of shares of Common Stock outstanding at any 

particular time, including for purposes of determining the particular percentage of such outstanding shares of Common Stock of 
which any Person is the Beneficial Owner, shall be made in accordance with the last sentence of Rule 13d-3(d)(1)(i) of the General 
Rules and Regulations under the Exchange Act. The Board of Directors shall have the exclusive power and authority to administer 
this Agreement and to exercise all rights and powers specifically granted to the Board of Directors or to the Company, or as may be 
necessary or advisable in the administration of this Agreement, including the right and power to (i) interpret the provisions of this 
Agreement and (ii) make all determinations considered advisable for the administration of this Agreement (including a determination 
to redeem or not redeem the Rights or to amend the Agreement). All such actions, calculations, interpretations, and determinations 
(including, for purposes of clause (y) below, all omissions with respect to the foregoing) that are done or made by the Board of 
Directors in good faith, shall (x) be final, conclusive, and binding on the Company, the Rights Agent, the holders of the Rights, and 
all other parties, and (y) not subject the Board of Directors to any liability to the holders of the Rights.  
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  Attention: David L. Dunkel 

Copies to: 

  

Holland & Knight LLP 
100 North Tampa Street 
Suite 4100 
Tampa, Florida 33602 
Attention: Robert J. Grammig, Esq. 



(b) Without limiting the foregoing, nothing contained herein shall be constructed to suggest or imply that the Board of 
Directors shall not be entitled to reject any tender offer or other acquisition proposal, or to recommend that holders of Common Stock 
reject any tender offer or other acquisition proposal, or to take any other action (including, without limitation, the commencement, 
prosecution, defense or settlement of any litigation and the submission of additional or alternative offers or other proposals) with 
respect to any tender offer or other acquisition proposal that the Board of Directors believes is necessary or appropriate in the exercise 
of its fiduciary duties.  

Section 30. Benefits of this Agreement. Nothing in this Agreement shall be construed to give to any Person other than the 
Company, the Rights Agent, and the registered holders of the Rights Certificates (and before the Distribution Date, registered holders 
of the Common Stock) any legal or equitable right, remedy, or claim under this Agreement; but this Agreement shall be for the sole 
and exclusive benefit of the Company, the Rights Agent, and the registered holders of the Rights Certificates (and before the 
Distribution Date, registered holders of the Common Stock).  

Section 31. Severability. If any provision of this Agreement is held by a court of competent jurisdiction or other authority to be 
invalid, void, or unenforceable, the remainder of the provisions of this Agreement shall remain in full force and effect and shall in no 
way be affected, impaired or invalidated. Notwithstanding anything in this Agreement to the contrary, if any such provision is held by 
such court or authority to be invalid, void, or unenforceable and the Board of Directors determines in their good faith judgment that 
severing the invalid language from this Agreement would adversely affect the purpose or effect of this Agreement, the right of 
redemption set forth in Section 23 shall be reinstated and shall not expire until the Close of Business on the tenth day following the 
date of such determination by the Board of Directors. Without limiting the foregoing, if any provision requiring that a determination 
be made by less than the entire Board of Directors is held by a court of competent jurisdiction or other authority to be invalid, void, or 
unenforceable, such determination shall then be made by the entire Board of Directors in accordance with applicable law and the 
Company’s Articles of Incorporation and Bylaws.  

Section 32. Governing Law. This Agreement, each Right and each Rights Certificate issued hereunder shall be deemed to be a 
contract made under the laws of the State of Florida and for all purposes shall be governed by and construed in accordance with the 
laws of the State of Florida applicable to contracts made and to be performed entirely within the State of Florida, except that 
notwithstanding the foregoing, the rights, duties and obligations of the Rights Agent shall be governed by and construed in 
accordance with the laws of the Commonwealth of Massachusetts.  

Section 33. Counterparts. This Agreement may be executed in any number of counterparts and each of such counterparts shall 
for all purposes be deemed to be an original, and all such counterparts shall together constitute but one and the same instrument.  

Section 34. Descriptive Headings. Descriptive headings of the several sections of this Agreement are inserted for convenience 
only and shall not control or affect the meaning or construction of any of the provisions of this Agreement.  

Section 35. Force Majeure. Notwithstanding anything to the contrary contained in this Agreement, the Rights Agent shall not 
be liable for any delays or failures in performance resulting from acts beyond its reasonable control including, without limitation, acts 
of God, terrorist acts, shortage of supply, breakdowns or malfunctions, interruptions or malfunction of computer facilities, or loss of 
data due to power failures or mechanical difficulties with information storage or retrieval systems, labor difficulties, war, or civil 
unrest.  

[Signatures to Follow]  
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IN WITNESS WHEREOF, the parties have caused this Agreement to be duly executed and attested, all as of the day and year 
first above written.  
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KFORCE INC.

By:  /s/ Joseph J. Liberatore 
Name: Joseph J. Liberatore 
Title:  Executive Vice President, Chief Financial Officer

COMPUTERSHARE TRUST COMPANY, N.A.,
as Rights Agent

By:  /s/ Dennis Moccia 
Name: Dennis Moccia
Title: Managing Director 



Exhibit A 

[Form of Rights Certificate]  
  

NOT EXERCISABLE AFTER OCTOBER 28, 2018, OR EARLIER IF REDEMPTION OR EXCHANGE OCCURS. THE RIGHTS 
ARE SUBJECT TO REDEMPTION, AT THE OPTION OF THE COMPANY, AT $0.0001 PER RIGHT ON THE TERMS SET 
FORTH IN THE RIGHTS AGREEMENT. UNDER CERTAIN CIRCUMSTANCES, RIGHTS BENEFICIALLY OWNED BY AN 
ACQUIRING PERSON (AS SUCH TERM IS DEFINED IN THE RIGHTS AGREEMENT) AND ANY SUBSEQUENT HOLDER 
OF SUCH RIGHTS MAY BECOME NULL AND VOID. [THE RIGHTS REPRESENTED BY THIS RIGHTS CERTIFICATE 
ARE OR WERE BENEFICIALLY OWNED BY A PERSON WHO WAS OR BECAME AN ACQUIRING PERSON OR AN 
AFFILIATE OR ASSOCIATE OF AN ACQUIRING PERSON (AS SUCH TERM IS DEFINED IN THE RIGHTS 
AGREEMENT). ACCORDINGLY, THIS RIGHTS CERTIFICATE AND THE RIGHTS REPRESENTED HEREBY MAY 
BECOME NULL AND VOID IN THE CIRCUMSTANCES SPECIFIED IN SECTION 7(e) OF SUCH AGREEMENT.]*  
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Certificate No. R-                                           Rights

* The portion of the legend in brackets shall be inserted only if applicable, shall be modified to apply to an Acquiring Person, as 
applicable, and shall replace the preceding sentence.  



Rights Certificate 

KFORCE INC.  

This certifies that                                                             , or registered assigns, is the registered owner of the number of Rights 
set forth above, each of which entitles the owner thereof, subject to the terms, provisions, and conditions of the Rights Agreement, 
dated as of October 29, 2008 (the “Rights Agreement”), between KFORCE INC., a Florida corporation (the “Company”), and 
Computershare Trust Company, N.A., a federally chartered trust company (the “Rights Agent”), to purchase from the Company at 
any time after the Distribution (as defined in the Rights Agreement) and before 5:00 p.m., eastern time, on October 28, 2018 at the 
office of the Rights Agent designated for such purpose, or its successors as Rights Agent, one fully paid, non-assessable share of 
common stock, par value $.01 per share (the “Common Stock”), of the Company, at a purchase price of $125.00 per share (the 
“Purchase Price”), upon presentation and surrender of this Rights Certificate with the Form of Election to Purchase and related 
Certificate duly executed. The Purchase Price may be paid by cash, certified bank check or money order payable to the order of the 
Company. The number of Rights evidenced by this Rights Certificate (and the number of shares that may be purchased upon exercise 
thereof) set forth above, and the Purchase Price per share set forth above, are the number and Purchase Price as of October 29, 2008, 
based on the Common Stock as constituted at such date. Capitalized items not defined in this Rights Certificate shall have the 
meaning set forth in the Rights Agreement.  

The Rights are not exercisable until the Distribution Date and will expire at the close of business on October 28, 2018, unless 
previously redeemed by the Company as described below. In addition, if the shareholders of the Company have not ratified the 
adoption of the Rights Agreement by a vote of the majority of the outstanding capital stock of the Company represented in person or 
by proxy at a meeting for which a quorum existed, on or before October 28, 2009, then the Rights Agreement shall automatically 
terminate at the close of business on such date. The Rights will not become exercisable in connection with a “Permitted Offer” as 
defined in the Rights Agreement.  

As soon as practicable after the Distribution Date, Rights Certificates will be mailed to holders of record of Common stock as of 
the Close of Business on the Distribution Date and, thereafter, the separate Rights Certificates alone will represent the Rights. Except 
as otherwise determined by the Board of Directors, only shares of Common stock issued before the Distribution Date will be issued 
with Rights.  

Upon the occurrence of a Section 11(a)(ii) Event, if the Rights evidenced by this Rights Certificate are beneficially owned by 
(i) an Acquiring Person or an Affiliate or Associate of any such Person, (ii) a transferee of any such Acquiring Person, Associate or 
Affiliate, or (iii) under certain circumstances specified in the Rights Agreement, a transferee of a Person who, after such transfer, 
became an Acquiring Person or an Affiliate or Associate of any such Person, such Rights shall become null and void and no holder 
hereof shall have any right with respect to such Rights from and after the occurrence of such Section 11(a)(ii) Event.  

As provided in the Rights Agreement, the Purchase Price and the number of shares of Common Stock or other securities that 
may be purchased upon the exercise of the Rights represented by this Rights Certificate are subject to modification and adjustment 
upon the occurrence of certain events. In certain circumstances and as described in the Rights Agreement, cash, property or other 
securities may be issued by the Company upon the exercise hereof in lieu of Common Stock.  

This Rights Certificate is subject to all of the terms, provisions and conditions of the Rights Agreement, which terms, provisions 
and conditions are incorporated by reference and made a part of this Rights Certificate and to which Rights Agreement reference is 
hereby made for a full description of the rights, limitations of rights, obligations, duties, and immunities under this Rights Certificate 
of the Rights Agent, the Company, and the holders of the Rights Certificates, which limitations of rights include the temporary 
suspension of the exercisability of such Rights under the circumstances described in the Rights Agreement. Copies of the Rights 
Agreement are on file at the above-mentioned office of the Rights Agent and are also available upon written request to the Rights 
Agent.  
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Subject to the provisions of the Rights Agreement, this Rights Certificate, with or without other Rights Certificates, upon 
surrender at the office or offices of the Rights Agent designated for such purpose, with the Form of Election and Certificate set forth 
on the reverse side duly executed, may be exchanged for another Rights Certificate or Rights Certificates of like tenor and date 
evidencing Rights entitling the holder to purchase a like aggregate number of shares of Common Stock as the Rights evidenced by the 
Rights Certificate or Certificates surrendered shall have entitled such holder to purchase. If this Rights Certificate is exercised in part, 
the holder shall be entitled to receive upon surrender of this Rights Certificate another Rights Certificate or Certificates for the 
number of whole Rights not exercised.  

Subject to the provisions of the Rights Agreement, the Rights evidenced by this Certificate may be redeemed by the Company at 
its option at a redemption price of $0.0001 per Right at any time before the earlier of the close of business on (i) the tenth day 
following the Stock Acquisition Date (as such period may be extended pursuant to the Rights Agreement), and (ii) the Final 
Expiration Date. Under circumstances set forth in the Rights Agreement, the decision to redeem shall require the concurrence of a 
majority of the Board of Directors. Subject to the provisions of the Rights Agreement, the Company may, at its option, at any time 
after a Section 11(a)(ii) Event, exchange all or part of the Rights evidenced by this Certificate for Common Stock.  

The Company is not required to issue any fractional shares of Common Stock upon the exercise of any Right or Rights 
evidenced by this Rights Certificate. In lieu thereof, the Company may make a cash payment as provided in the Rights Agreement.  

No holder of this Rights Certificate, as such, shall be entitled to vote or receive dividends or be deemed for any purpose the 
holder of shares of Common Stock or of any other securities of the Company that may at any time be issuable on the exercise of this 
Rights Certificate, nor shall anything contained in the Rights Agreement or in this Rights Certificate be construed to confer upon the 
holder hereof, as such, any of the rights of a shareholder of the Company or any right to vote for the election of directors or upon any 
matter submitted to shareholders at any meeting thereof, or to give or withhold consent to any corporate action, or to receive notice of 
meetings or other actions affecting shareholders (except as provided in the Rights Agreement), or to receive dividends or subscription 
rights, or otherwise, until the Right or Rights evidenced by this Rights Certificate shall have been exercised as provided in the Rights 
Agreement.  

This Rights Certificate shall not be valid or obligatory for any purpose until it has been countersigned by the Rights Agent.  

IN WITNESS WHEREOF the facsimile signature of a proper officer of the Company is set forth below.  

Dated as of                     , 2008  
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KFORCE INC.

By:   
Title: 

Countersigned:

Computershare Trust Company, N.A., as Rights Agent

By:    
 Authorized Signature



[Form of Reverse Side of Rights Certificate] 

FORM OF ASSIGNMENT  

(To be executed by the registered holder if such  
holder desires to transfer the Rights Certificate.)  

FOR VALUE RECEIVED                                                                                          hereby sells, assigns and transfers unto  
  
    

(Please print name and address of transferee)  

                                                             this Rights Certificate, together with all right, title and interest therein, and does hereby 
irrevocably constitute and appoint                                          Attorney, to transfer the within Rights Certificate on the books of the 
within-named Company, with full power of substitution.  
  

Signature Medallion Guaranteed:  
The signature(s) should be guaranteed by a brokerage firm or a financial institution that is a member of an approved medallion 

program, such as Securities Transfer Agents Medallion Program (“STAMP”), Stock Exchange Medallion Program (“SEMP”) or New 
York Stock Exchange, Inc. Medallion Signature Program (“MSP”).  
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Dated:      
   Signature



CERTIFICATE 

The undersigned hereby certifies by checking the appropriate boxes that:  
(1) this Rights Certificate [    ] is [    ] is not being sold, assigned and transferred by or on behalf of a Person who is or was an 

Acquiring Person or an Affiliate or Associate of any such Person (as such terms are defined pursuant to the Rights Agreement); and  

(2) after due inquiry and to the best knowledge of the undersigned, the undersigned [    ] did [    ] did not acquire the Rights 
evidenced by this Rights Certificate from any Person who is, was or subsequently became an Acquiring Person or an Affiliate or 
Associate of any such Person.  
  

Signature Medallion Guaranteed:  

NOTICE  

The signature to the foregoing Assignment and Certificate must correspond to the name as written upon the face of this Rights 
Certificate in every particular, without alteration or enlargement or any change whatsoever.  
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Dated:      
   Signature



FORM OF ELECTION TO PURCHASE 

(To be executed if holder desires to exercise  
Rights represented by the Rights Certificate.)  

  

The undersigned hereby irrevocably elects to exercise                      Rights represented by this Rights Certificate to purchase the 
Common Stock issuable upon the exercise of the Rights (or such other securities of the Company or of any other person which may 
be issuable upon the exercise of the Rights) and requests that certificates for such shares be issued in the name of and delivered to:  
  

  
    

(Please print name and address)  
    

If such number of Rights shall not be all the Rights evidenced by this Rights Certificate, a new Rights Certificate for the balance 
of such Rights shall be registered in the name of and delivered to:  
  

  
    

(Please print name and address)  
    
  

Signature Medallion Guaranteed:  
The signature(s) should be guaranteed by a brokerage firm or a financial institution that is a member of an approved medallion 

program, such as Securities Transfer Agents Medallion Program (“STAMP”), Stock Exchange Medallion Program (“SEMP”) or New 
York Stock Exchange, Inc. Medallion Signature Program (“MSP”).  
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To: KFORCE INC. 

Please insert social security or other identifying number  

Please insert social security or other identifying number  

Dated:      
   Signature



CERTIFICATE 

The undersigned hereby certifies by checking the appropriate boxes that:  
(1) the Rights evidenced by this Rights Certificate [    ] are [    ] are not being exercised by or on behalf of a Person who is or 

was an Acquiring Person or an Affiliate or Associate of any such Person (as such terms are defined pursuant to the Rights 
Agreement); and  

(2) after due inquiry and to the best knowledge of the undersigned, the undersigned [    ] did [    ] did not acquire the Rights 
evidenced by this Rights Certificate from any Person who is, was or became an Acquiring Person or an Affiliate or Associate of any 
such Person.  
  

Signature Medallion Guaranteed:  
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Dated:      
   Signature



NOTICES 

The signature to the foregoing Election to Purchase and Certificate must correspond to the name as written upon the face of this 
Rights Certificate in every particular, without alteration or enlargement or any change whatsoever.  

If the certification set forth above in the Form of Assignment or the Form of Election to Purchase, as the case may be, is not 
completed, the Company and the Rights Agent will deem the beneficial owner of the Rights evidenced by this Rights Certificate to be 
an Acquiring Person or an Affiliate or Associate thereof (as defined in the Rights Agreement) and such Assignment or Election to 
Purchase will not be honored.  
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Exhibit B 

SUMMARY OF RIGHTS AGREEMENT  

Effective October 29, 2008, the Board of Directors of KFORCE INC. (the “Company”) declared a dividend distribution of one 
common stock purchase right (a “Right”) for every outstanding share of common stock, par value $.01 per share (the “Common 
Stock”), of the Company to shareholders of record at the close of business on October 29, 2008 (the “Record Date”). Each Right 
entitles the registered holder to purchase from the Company one share of Common Stock at a price of $125.00 per share (the 
“Purchase Price”), subject to adjustment. The description and terms of the Rights are set forth in a Rights Agreement (the “Rights 
Agreement”) between the Company and Computershare Trust Company, N.A., as Rights Agent. The Rights Agreement is intended to 
be a new rights agreement that effectively extends protections similar (with certain modifications) to those provided by the 
Company’s previous Rights Agreement dated as of October 28, 1998, as amended on October 24, 2000 (the “1998 Agreement”), 
upon expiration of the 1998 Agreement at the close of business on October 28, 2008.  

Initially, the Rights will be evidenced, with respect to any of the Common Stock certificates outstanding as of the Record Date, 
by such Common Stock certificates, and no separate Rights Certificates will be distributed. The Rights will separate from the 
Common Stock and will be distributed to the holders thereof on the “Distribution Date,” which shall be the first to occur of the 
following: (i) 10 business days following a public announcement that a person or group of affiliated or associated persons (an 
“Acquiring Person”) has acquired, or obtained the right to acquire, beneficial ownership of 15% or more of the outstanding shares of 
Common Stock, other than pursuant to a Permitted Offer, (the “Stock Acquisition Date”) or (ii) 10 business days (or such later date as 
the Board of Directors may determine) following the commencement of a tender offer or exchange offer (other than a Permitted 
Offer) that would result in the beneficial ownership by a person or group of 15% or more of such outstanding shares of Common 
Stock. A “Permitted Offer” means a tender or exchange offer which is for all outstanding Common Stock at a price and on terms 
determined, before the purchase of shares under such tender or exchange offer, by at least a majority of the members of the Board of 
Directors, who are not representatives, nominees, affiliates, or associates of an Acquiring Person or the person making such tender 
offer or exchange offer, to be fair and otherwise in the best interests of the Company and its shareholders (other than the person or 
any affiliate or associate of the person on whose behalf the offer is being made).  

Until the Distribution Date, (i) the Rights will be evidenced by the Common Stock certificates and will be transferred with and 
only with such Common Stock certificates, (ii) new Common Stock certificates issued after October 29, 2008 will contain a notation 
incorporating the Rights Agreement by reference, and (iii) the surrender for transfer of any certificates for Common Stock 
outstanding will also constitute the transfer of the Rights associated with the Common Stock represented by such certificate.  

The Rights are not exercisable until the Distribution Date and will expire at the close of business on October 28, 2018, unless 
earlier redeemed, terminated or exchanged by the Company as described below (the earliest of all such dates, the “Expiration Date”). 

As soon as practicable after the Distribution Date, Rights Certificates will be mailed to holders of record of the Common Stock 
as of the close of business on the Distribution Date and, thereafter, the separate Rights Certificates alone will represent the Rights. 
Except as otherwise determined by the Board of Directors, Common Stock issued before the earlier of the Distribution Date and the 
Expiration Date will be issued with Rights. In addition, Common Stock issued after the Distribution Date upon the exercise of 
employee stock options, issuances under other employee stock benefit plans or the conversion of convertible securities issued before 
the Distribution Date will be issued with Rights.  

If any person (other than an Exempt Person) acquires beneficial ownership of 15% or more of the then outstanding shares of 
Common Stock (except pursuant to a Permitted Offer), each holder of a Right will thereafter have the right to receive, upon exercise 
thereof, the number of shares of Common Stock (or, in certain circumstances, cash, property, or other securities of the Company or a 
reduction in the purchase price) having a value equal to two times the exercise price of the Right. Notwithstanding any of the 
foregoing, following the occurrence of the event described above, all Rights that are, or (under certain circumstances specified in the 
Rights Agreement) were, beneficially owned by any Acquiring Person will be void. The Rights, however, are not  
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exercisable following the occurrence of the event set forth above until such time as the Rights are no longer redeemable by the 
Company as set forth below. “Exempt Person” means the Company, any subsidiary of the Company, any employee benefit plan of the 
Company or of any subsidiary of the Company or any person or entity organized, appointed, or established by the Company for or 
pursuant to the terms of any such plan, and David L. Dunkel, any spouse or lineal descendent of David L. Dunkel or any trust for the 
benefit of any such persons. The event set forth in this paragraph is referred to as a “Section 11(a)(ii) Event.”  

For example, at an exercise price of $125, each Right not owned by an Acquiring Person (or by certain related parties) following 
an event set forth in the preceding paragraph would entitle its holder to purchase $250 worth of Common Stock (or other 
consideration, as noted above) for $125. Assuming that the Common Stock had a per share market value of $50 at such time, the 
holder of each valid Right would be entitled to purchase 5 shares of Common Stock for $125.  

If at any time following the Stock Acquisition Date, other than pursuant to a Permitted Offer, (i) the Company is acquired in a 
merger or other business combination transaction in which the Company is not the surviving corporation, or (ii) more than 50% of the 
Company’s assets or earning power is sold or transferred, each holder of a Right (except Rights that previously have been voided as 
set forth above) shall thereafter have the right to receive, upon exercise, common stock of the acquiring company having a value 
equal to two times the exercise price of the Right. If the Rights cannot be exercised for common stock of the acquiring company as set 
forth above, Right holders will be entitled to put the Rights to the acquiring company for cash equal to the exercise price of the 
Rights. The events set forth in this paragraph are referred to as “Section 13 Events,” and the Section 11(a)(ii) Event and the 
Section 13 Events are collectively referred to as the “Triggering Events.”  

At any time after any person becomes an Acquiring Person and prior to the acquisition by such person of 50% or more of the 
outstanding shares of Common Stock, the Board of Directors may exchange the Rights (other than Rights owned by such person or 
group that will have become void), in whole or in part, at an exchange ratio of one share of Common Stock per Right (subject to 
adjustment).  

The Purchase Price payable, and the number of shares of Common Stock or other securities or property issuable, upon exercise 
of the Rights are subject to adjustment from time to time to prevent dilution (i) in the event of a stock dividend on, or a subdivision, 
split, combination, consolidation or reclassification of, the Common Stock, (ii) if holders of the Common Stock are granted certain 
rights, options or warrants to subscribe for or purchase Common Stock or convertible securities at less than the Current Market Price 
of the Common Stock, or (iii) upon the distribution to holders of the Common Stock of evidences of indebtedness or assets (excluding 
regular cash dividends) or of subscription rights or warrants (other than those referred to above).  

With certain exceptions, no adjustment in the Purchase Price will be required until cumulative adjustments amount to at least 
one percent of the Purchase Price. No fractional share of Common Stock will be issued and, in lieu thereof, an adjustment in cash will 
be made based on the market price of the Common Stock on the last trading date prior to the date of exercise.  

At any time before the earlier of: (i) the close of business on the tenth day following the Stock Acquisition Date or (ii) October 
28, 2018, the Company may redeem the Rights in whole, but not in part, at a price of $0.0001 per Right, payable in cash, or shares of 
Common Stock or other consideration deemed appropriate by the Board of Directors. Immediately upon the action of the Board of 
Directors ordering redemption of the Rights, the Rights will terminate and the only right of the holders of Rights will be to receive the 
$0.0001 redemption price.  

If the shareholders of the Company have not ratified the adoption of the Rights Agreement by a vote of the majority of the 
outstanding capital stock of the Company represented in person or by proxy at a meeting for which a quorum existed, on or before 
October 28, 2009, then the Rights Agreement shall automatically terminate at the close of business on such date.  

Until a Right is exercised, the holder of the Right, as such, will have no rights as a shareholder of the Company, including, 
without limitation, the right to vote or to receive dividends. While the distribution of the Rights will, generally, not be taxable to 
shareholders or to the Company, shareholders may, depending upon the  
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circumstances, recognize taxable income in the event that the Rights become exercisable for Common Stock (or other consideration) 
of the Company or for common stock of the acquiring company as set forth above.  

The Rights have certain anti-takeover effects. The Rights will cause substantial dilution to a person or group that attempts to 
acquire the Company on terms not approved by the Company’s Board of Directors. The Rights should not interfere with any merger 
or other business combination approved by at least a majority of the Board of Directors because the Board of Directors may, at its 
option, either (1) at any time before the close of business on the tenth day following the Stock Acquisition Date, redeem the then 
outstanding Rights at the redemption price, or (2) declare the transaction to be a Permitted Offer, in which event the Rights would not 
become exercisable.  

Any of the provisions of the Rights Agreement, including the definition of Acquiring Person or the Purchase Price, may be 
amended by the Board of Directors before the Distribution Date. After the Distribution Date, the provisions of the Rights Agreement 
may be amended by the Board of Directors in order to cure any ambiguity, to make changes that do not adversely affect the interests 
of holders of Rights (excluding the interests of any Acquiring Person), or to shorten or lengthen any time period under the Rights 
Agreement; however, no amendment to adjust the time period governing redemption shall be made at such time as the Rights are not 
redeemable.  

A copy of the Rights Agreement will be filed with the Securities and Exchange Commission as an exhibit to a current report on 
Form 8-K or other filing with the Securities and Exchange Commission. A copy of the Rights Agreement is available free of charge 
from the Company. This summary description of the Rights does not purport to be complete and is qualified in its entirety by 
reference to the Rights Agreement, which is incorporated herein by reference.  
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Exhibit 31.1 

CERTIFICATIONS  

I, David L. Dunkel, certify that:  
1. I have reviewed this quarterly report on Form 10-Q of Kforce Inc.;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in 
this report;  

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this report is being prepared;  

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles;  

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based 
on such evaluation; and  

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, 
or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing 
the equivalent functions):  

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and  

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  

Date: October 29, 2008  
  

/s/ David L. Dunkel 
David L. Dunkel,
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2 

CERTIFICATIONS  

I, Joseph J. Liberatore, certify that:  
1. I have reviewed this quarterly report on Form 10-Q of Kforce Inc.;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in 
this report;  

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this report is being prepared;  

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles;  

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based 
on such evaluation; and  

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, 
or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing 
the equivalent functions):  

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and  

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  

Date: October 29, 2008  
  

/s/ Joseph J. Liberatore 
Joseph J. Liberatore,
Executive Vice President, Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO SECTION 906  
OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Quarterly Report of Kforce Inc. (“Kforce”) on Form 10-Q for the quarterly period ended September 30, 2008 
as filed with the Securities and Exchange Commission on the date hereof (the “Form 10-Q”), I, David L. Dunkel, Chief Executive 
Officer of Kforce, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act 
of 2002, that:  
  

  

Date: October 29, 2008  
  

 
1) The Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 

U.S.C. 78m or 78o(d)); and 

 
2) The information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results of 

operations of Kforce. 

/s/ David L. Dunkel 
David L. Dunkel,
Chief Executive Officer
(Principal Executive Officer)



Exhibit 32.2 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO SECTION 906  
OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the Quarterly Report of Kforce Inc. (“Kforce”) on Form 10-Q for the quarterly period ended September 30, 2008 
as filed with the Securities and Exchange Commission on the date hereof (the “Form 10-Q”), I, Joseph J. Liberatore, Chief Financial 
Officer of Kforce, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act 
of 2002, that:  
  

  

Date: October 29, 2008  
  

 
1) The Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 

U.S.C. 78m or 78o(d)); and 

 
2) The information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results of 

operations of Kforce. 

/s/ Joseph J. Liberatore 
Joseph J. Liberatore,
Executive Vice President, Chief Financial Officer
(Principal Financial Officer)
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