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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

v QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 27, 2014
or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
Commission file number: 000-24049

CRA International, Inc.

(Exact name of registrant as specified in its charter)

Massachusetts 04-2372210
(State or other jurisdiction of (IR.S. Employer Identification No.)
incorporation or organization)

200 Clarendon Street, Boston, MA 02116-5092
(Address of principal executive offices) (Zip Code)
(617) 425-3000

(Registrant's telephone number, including area code)

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding
12 months (or for such shorter period that the registrant was required to submit and post such files). Yesy No o
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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 definitions of "large accelerated filer," "accelerated filer" and "smaller reporting company"” in Rule 12b-2 of the Exchange Act.

Large accelerated Accelerated filer y Non-accelerated filer o Smaller reporting

filer o (Do not check if a smaller company o
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yeso Noy

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

Class Outstanding at October 23, 2014
Common Stock, no par value per share 9,529,418 shares
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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements

CRA International, Inc.

Condensed Consolidated Income Statements (unaudited)

(In thousands, except per share data)

Quarter Ended
September 27, September 28,
2014 2013

Revenues $ 73,483 $ 74,427
Costs of services 49,417 50,577
Gross profit 24,066 23,850
Selling, general and administrative expenses 16,674 16,096
Depreciation and amortization 1,597 1,640
Income from operations 5,795 6,114
Interest income 29 39
Interest expense (162) (183)
Other expense, net (87) (18)
Income before provision for income taxes 5,575 5,952
Provision for income taxes (2,386) (2,619)
Net income 3,189 3,333
Net (income) loss attributable to noncontrolling interest, net of tax 35 (63)
Net income attributable to CRA International, Inc. $ 3,224 $ 3,270
Net income per share attributable to CRA International, Inc.:

Basic $ 033 $ 0.32

Fiscal Year to Date

Period Ended
September 27, September 28,
2014 2013

$ 227912 $ 202,760
153,952 137,634

73,960 65,126

51,297 47,276

4,746 4,792

17,917 13,058

107 121
(453) (425)
(278) (57)

17,293 12,697
(7,629) (5,178)

9,664 7,519

158 129

$ 9,822 $ 7,648
$ 099 $ 0.76
0.75

Diluted $ 033 % 032 $ 098 $
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Weighted average number of shares outstanding:
Basic 9,729 10,093

Diluted 9,919 10,192

See accompanying notes to the condensed consolidated financial statements.
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CRA International, Inc.

Condensed Consolidated Comprehensive Income Statements (unaudited)

Net income
Other comprehensive income:
Foreign currency translation adjustments

Comprehensive income
Less: comprehensive (income) loss attributable to noncontrolling
interest

Comprehensive income attributable to CRA International, Inc.

(In thousands)

Fiscal Year to Date

Quarter Ended Period Ended
September 27, September 28, September 27, September 28,
2014 2013 2014 2013
$ 3,189 $ 3333 % 9,664 $ 7,519
(2,116) 1,605 (1,247) 276
1,073 4,938 8,417 7,795
35 (63) 158 129
$ 1,108 $ 4875 $ 8,575 $ 7,924

See accompanying notes to the condensed consolidated financial statements.
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CRA International, Inc.

Condensed Consolidated Balance Sheets (unaudited)

(In thousands, except share data)

Assets

Current assets:

Cash and cash equivalents

Accounts receivable, net of allowances of $4,777 at September 27, 2014 and $7,210 at December 28,
2013

Unbilled services

Prepaid expenses and other current assets

Deferred income taxes

Total current assets

Property and equipment, net

Goodwill

Intangible assets, net of accumulated amortization of $9,406 at September 27, 2014 and $8,392 at
December 28, 2013

Deferred income taxes, net of current portion

Other assets

Total assets

Liabilities and shareholders' equity
Current liabilities:

Accounts payable

Accrued expenses

Deferred revenue and other liabilities
Deferred income taxes

Current portion of deferred rent

Current portion of deferred compensation

Total current liabilities

Notes payable

Deferred rent and facility-related non-current liabilities

Deferred compensation and other non-current liabilities

Deferred income taxes, net of current portion

Commitments and contingencies

Shareholders' equity:

Preferred stock, no par value; 1,000,000 shares authorized; none issued and outstanding
Common stock, no par value; 25,000,000 shares authorized; 9,580,508 shares and 10,048,611 shares
issued and outstanding at September 27, 2014 and December 28, 2013, respectively
Retained earnings

Accumulated other comprehensive loss

September 27,
2014

44,684

52,139
28,559
14,096
17,559

157,037
15,180
83,125

4,886
147
47,257

307,632

11,793
56,545
4,823
82
1,997
167

75,407
981
2,246
2,647
1,840

84,694
143,802
(4,671)

December 28,
2013

$ 51,251

57,856
24,275
11,775
17,806

162,963
15,655
81,573

4,537
955
54,621

$ 320,304

$ 13,766
65,657
6,098

2,322
117

87,960
1,007
3,669
1,446
1,585

93,242
133,980
(3,424)
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Total CRA International, Inc. shareholders' equity 223,825 223,798
Noncontrolling interest 686 839
Total shareholders' equity 224,511 224,637
Total liabilities and shareholders' equity $ 307,632 $ 320,304

See accompanying notes to the condensed consolidated financial statements.
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CRA International, Inc.

Condensed Consolidated Statements of Cash Flows (unaudited)

Operating activities:
Net income

Adjustments to reconcile net income to net cash provided by (used in) operating activities, net of effect

of acquired businesses:

Depreciation and amortization

Loss on disposal of property and equipment
Deferred rent

Deferred income taxes

Share-based compensation expense

Excess tax benefits from share-based compensation
Accounts receivable allowances

Changes in operating assets and liabilities:
Accounts receivable

Unbilled services

Prepaid expenses and other assets

Accounts payable, accrued expenses, and other liabilities

Net cash provided by (used in) operating activities
Investing activities:

Consideration relating to acquisitions, net
Purchase of property and equipment

Collections on notes receivable

Net cash used in investing activities

Financing activities:

Issuance of common stock, principally stock option exercises
Borrowings under line of credit

Repayments under line of credit

Payments on notes payable

Payments of debt issuance costs

Tax withholding payment reimbursed by restricted shares
Excess tax benefits from share-based compensation
Repurchase of common stock

Net cash used in financing activities
Effect of foreign exchange rates on cash and cash equivalents

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

(In thousands)

Fiscal Year to Date
Period Ended
September 27,
2014

9,664 §

4,748
9
(1,739)
967
4,123

(2,655)
8,515
(4,037)

(302)
(8,541)

10,752
(1,537)

(3,175)
114

(4,598)

(26)

(159)

(11,927)

(12,112)
(609)

(6,567)
51,251

September 28,
2013

7,519

4,853

(1,594)
357
2,153

(6))

(328)

(1,210)
(8,710)
(18,336)
(1,840)

(17,141)

(15,591)
(2,497)
14

(18,074)

207
17,320
(17,320)

(700)
(1,039)
(227)

5
(631)

(2,385)
51

(37,549)
55,451
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Cash and cash equivalents at end of period

Noncash investing and financing activities:
Issuance of common stock for acquired business

Supplemental cash flow information:
Cash paid for income taxes

Cash paid for interest

See accompanying notes to the condensed consolidated financial statements.
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CRA International, Inc.

Condensed Consolidated Statement of Shareholders' Equity (unaudited)

(In thousands, except share data)

CRA
Common Stock Accumulated International,
Other Inc. Total

Shares Retained ComprehensiveShareholdersNoncontrollingShareholders'

Issued Amount Earnings Loss Equity Interest Equity
BALANCE AT DECEMBER 28, 2013 10,048,611 $ 93,242 $ 133,980 $ (3.424)$ 223,798 $ 839 $§ 224,637
Net income (loss) 9,822 9,822 (158) 9,664
Foreign currency translation adjustment (1,247) (1,247) (1,247)
Issuance of common stock 22,520 427 427 427
Share-based compensation expense for
employees 3,958 3,958 3,958
Share-based compensation expense for
non-employees 165 165 165
Restricted share vesting 48,128
Redemption of vested employee
restricted shares for tax withholding (7,057) (159) (159) (159)
Tax deficit on stock options and
restricted shares vesting (239) (239) (239)
Shares repurchased (531,694)  (12,700) (12,700) (12,700)
Equity transactions of noncontrolling
interest 5 5
BALANCE AT SEPTEMBER 27,
2014 9,580,508 $ 84,694 $ 143,802 $ (4,671) $ 223825 § 686 $ 224,511

See accompanying notes to the condensed consolidated financial statements.
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CRA International, Inc.
Notes to Condensed Consolidated Financial Statements

(Unaudited)
1. Description of Business

CRA International, Inc. (the "Company" or "CRA") is a worldwide leading consulting services firm that applies advanced analytic
techniques and in-depth industry knowledge to complex engagements for a broad range of clients. CRA offers its services in two broad areas:
litigation, regulatory and financial consulting and management consulting. CRA operates in one business segment, which is consulting services.
CRA operates its business under its registered trade name, Charles River Associates.

2. Unaudited Interim Condensed Consolidated Financial Statements and Estimates

The following financial statements included in this report are unaudited: the condensed consolidated income statements for the fiscal
quarters and year-to-date periods ended September 27, 2014 and September 28, 2013, the condensed consolidated comprehensive income
statements for the fiscal quarters and year-to-date periods ended September 27, 2014 and September 28, 2013, the condensed consolidated
balance sheet as of September 27, 2014, the condensed consolidated statements of cash flows for the fiscal year-to-date periods ended
September 27, 2014 and September 28, 2013, and the condensed consolidated statement of shareholders' equity for the fiscal year-to-date period
ended September 27, 2014. In the opinion of management, these statements include all adjustments necessary for a fair presentation of CRA's
consolidated financial position, results of operations, and cash flows. The condensed consolidated balance sheet as of December 28, 2013
included in this report was derived from audited consolidated financial statements included in the Company's annual report on Form 10-K that
was filed on March 13, 2014.

The preparation of financial statements in conformity with generally accepted accounting principles in the U.S. ("U.S. GAAP") requires
management to make significant estimates and judgments 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 revenues and expenses during the reporting period.
Estimates in these consolidated financial statements include, but are not limited to, accounts receivable allowances, revenue recognition on fixed
price contracts, depreciation of property and equipment, share-based compensation, valuation of acquired intangible assets, impairment of
long-lived assets, goodwill, accrued and deferred income taxes, valuation allowances on deferred tax assets, accrued compensation, accrued exit
costs, and other accrued expenses. These items are monitored and analyzed by CRA for changes in facts and circumstances, and material
changes in these estimates could occur in the future. Changes in estimates are recorded in the period in which they become known. CRA bases
its estimates on historical experience and various other assumptions that CRA believes to be reasonable under the circumstances. Actual results
may differ from those estimates if CRA's assumptions based on past experience or other assumptions do not turn out to be substantially accurate.

The condensed consolidated statement of cash flows for the fiscal year-to-date period ended September 28, 2013 has been adjusted to
properly present payments of debt issuance costs, which were previously presented in cash used in operating activities and have been reclassified
to cash used in financing activities. This revision is not material to CRA's consolidated financial statements taken as a whole.

12
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CRA International, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
3. Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. In addition, the consolidated
financial statements include the Company's interest in NeuCo, Inc. ("NeuCo"). All significant intercompany accounts have been eliminated.

CRA's ownership interest in NeuCo constitutes control under U.S. GAAP. Therefore, NeuCo's financial results have been consolidated with
CRA, and the portion of NeuCo's results allocable to its other owners is shown as "noncontrolling interest."

NeuCo's interim reporting schedule is based on calendar month-ends, but its fiscal year end is the last Saturday of November. CRA's
quarterly results could include a few days reporting lag between CRA's quarter end and the most recent financial statements available from
NeuCo. CRA does not believe that the reporting lag will have a significant impact on CRA's consolidated income statements or financial
condition.

4. Recent Accounting Standards

Accounting for Share-Based Payments

In June 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2014-12, Accounting
for Share-Based Payments When the Terms of an Award Provide That a Performance Target Could Be Achieved after the Requisite Service
Period (a consensus of the FASB Emerging Issues Task Force) ("ASU 2014-12"). ASU 2014-12 clarifies that entities should treat performance
targets that can be met after the requisite service period of a share-based payment award as performance conditions that affect vesting.
Therefore, an entity would not record compensation expense (measured as of the grant date without taking into account the effect of the
performance target) related to an award for which transfer to the employee is contingent on the entity's satisfaction of a performance target until
it becomes probable that the performance target will be met. There are no new disclosures required under ASU 2014-12. ASU 2014-12 is
effective for fiscal years, and interim periods within those years, beginning after December 15, 2015. CRA believes that the adoption of
ASU 2014-12 will not have a material impact on its financial position, results of operations, cash flows, or disclosures.

Revenue from Contracts with Customers

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers ("ASU 2014-09"). The main provision of
ASU 2014-09 is to recognize revenue when control of the goods or services transfers to the customer, as opposed to the existing guidance of
recognizing revenue when the risks and rewards transfer to the customer. ASU 2014-09 is effective for fiscal years, and interim periods within
those years, beginning after December 15, 2016. CRA has not yet determined the effects, if any, that the adoption of ASU 2014-09 may have on
its financial position, results of operations, cash flows, or disclosures.

Presentation of Unrecognized Tax Benefits

In July 2013, the FASB issued ASU No. 2013-11, Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward,
a Similar Tax Loss, or a Tax Credit Carryforward Exists ("ASU 2013-11") to clarify the presentation of current and deferred income taxes on
the balance sheet.

13
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CRA International, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
4. Recent Accounting Standards (Continued)

Under ASU 2013-11, companies generally must present an unrecognized tax benefit, or a portion of an unrecognized tax benefit, for a net
operating loss carryforward, similar tax loss, or tax credit carryforward using the "net presentation" approach as a reduction of a deferred tax
asset, with some allowed exceptions. ASU 2013-11 is effective for fiscal years, and interim periods within those years, beginning after
December 15, 2013. CRA's adoption of ASU 2013-11 in the first quarter of fiscal 2014 had no impact on its financial position, results of
operations, cash flows, or disclosures.

Cumulative Translation Adjustment

In March 2013, the FASB issued ASU No. 2013-05, Parent's Accounting for the Cumulative Translation Adjustment upon Derecognition
of Certain Subsidiaries or Groups of Assets within a Foreign Entity or of an Investment in a Foreign Entity ("ASU 2013-05"). ASU 2013-05
addresses the accounting for the cumulative translation adjustment when a parent either sells a part or all of its investment in a foreign entity or
no longer holds a controlling financial interest in a subsidiary or group of assets that is a nonprofit activity or a business within a foreign entity.
ASU 2013-05 is effective for fiscal years, and interim periods within those years, beginning after December 15, 2013 and should be applied
prospectively. CRA's adoption of ASU 2013-05 in the first quarter of fiscal 2014 had no impact on its financial position, results of operations,
cash flows, or disclosures.

5. Cash and Cash Equivalents

Cash equivalents consist principally of money market funds and commercial paper, with maturities of three months or less when purchased.
As of September 27, 2014, a substantial portion of the Company's cash accounts was concentrated at a single financial institution, which
potentially exposes the Company to credit risks. The financial institution has a short-term credit rating of A-2 by Standard & Poor's ratings
services. The Company has not experienced any losses related to such accounts, and the Company does not believe that there is significant risk
of non-performance by the financial institution. The Company's cash on deposit at this financial institution is fully liquid, and the Company
continually monitors the credit ratings of this financial institution.

6. Fair Value Measurements

Accounting Standards Codification ("ASC") Topic 820, Fair Value Measurements and Disclosures, establishes a fair value hierarchy that
prioritizes the inputs used to measure fair value. The hierarchy gives the highest priority to quoted prices in active markets for identical assets or
liabilities (Level 1 measurement), then priority to quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active and model-based valuation techniques for which all significant assumptions are observable in the
market (Level 2 measurement), then the lowest priority to unobservable inputs (Level 3 measurement).

10
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CRA International, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)

6. Fair Value Measurements (Continued)

The following table shows CRA's assets as of September 27, 2014 and December 28, 2013 that are measured and recorded in the financial
statements at fair value on a recurring basis (in thousands):

September 27, 2014
Quoted Prices in Active Markets Significant Other Unobservable
for Identical Assets or Liabilities = Observable Inputs Inputs
Level 1 Level 2 Level 3
Money market funds $ 20,037 $ $
Commercial paper 4,999

December 28, 2013
Quoted Prices in Active Markets Significant Other Unobservable
for Identical Assets or Liabilities =~ Observable Inputs Inputs
Level 1 Level 2 Level 3
Money market funds $ 21,034 $ $
Commercial paper 9,000
The fair values of the Company's money market funds are based on quotes received from third-party banks. The fair value of commercial
paper is based on broker quotes that utilize observable market inputs. The carrying amounts of the Company's instruments classified as cash
equivalents are stated at amortized cost, which approximates fair value because of their short-term maturity.

7. Prepaid Expenses and Other Current Assets, and Other Assets

Prepaid expenses and other current assets consist of the following (in thousands):

September 27, December 28,

2014 2013
Term loans to employees $ 1,664 $ 1,764
Other 12,432 10,011
Total $ 14,096 $ 11,775

Other assets consist of the following (in thousands):

September 27, December 28,

2014 2013
Forgivable loans to employees and non-employee experts $ 44,624 $ 51,083
Other 2,633 3,538
Total $ 47257 $ 54,621

15
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In order to attract and retain highly skilled professionals, CRA may issue forgivable loans or term loans to employees and non-employee
experts which are classified in "prepaid expenses and other current assets" and "other assets" within the accompanying balance sheets as of
September 27, 2014 and December 28, 2013. A portion of the term loans are collateralized. The forgivable loans have terms that are generally
between three and eight years. The principal amount of forgivable loans and accrued

11
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CRA International, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
7. Prepaid Expenses and Other Current Assets, and Other Assets (Continued)

interest is forgiven by CRA over the term of the loans, so long as the employee or non-employee expert continues employment or affiliation with
CRA and complies with certain contractual requirements. The expense associated with the forgiveness of the principal amount of the loans is
recorded as compensation expense over the service period, which is consistent with the term of the loans. During the fiscal year-to-date period
ended September 27, 2014, CRA issued approximately $10.2 million in forgivable loans to employees and non-employee experts for future
service.

8. Goodwill

In accordance ASC Topic 350, Intangibles Goodwill and Other, goodwill is not subject to amortization, but is monitored at least annually
for impairment, or more frequently, as necessary, if events or circumstances exist that would more likely than not reduce the fair value of the
reporting unit below its carrying amount. For CRA's goodwill impairment analysis, CRA operates under one reporting unit. Under ASC Topic
350, in performing the first step of the goodwill impairment testing and measurement process, CRA compares its entity-wide estimated fair
value to its net book value to identify potential impairment. Management estimates the entity-wide fair value utilizing CRA's market
capitalization, plus an appropriate control premium. Market capitalization is determined by multiplying the shares outstanding on the test date by
the market price of CRA's common stock on that date. CRA has utilized a control premium that considers appropriate industry, market and other
pertinent factors, including indications of such premiums from data on recent acquisition transactions. If the fair value of CRA is less than its net
book value, the second step is performed to determine if goodwill is impaired. If CRA determines through the impairment evaluation process
that goodwill has been impaired, an impairment charge would be recorded in its consolidated income statements.

There were no impairment losses related to goodwill during each of the fiscal year-to-date periods ended September 27, 2014 and
September 28, 2013, respectively, as there were no events or circumstances that would more likely than not reduce CRA's fair value below its
carrying amount.

CRA continues to monitor its market capitalization. If CRA's market capitalization, plus an estimated control premium, is below its net
book value for a period considered to be other-than-temporary, it is possible that CRA may be required to record an impairment of goodwill
either as a result of the annual assessment that CRA conducts in the fourth quarter of each fiscal year, or in a future quarter if events or
circumstances exist that would more likely than not reduce CRA's fair value below its carrying amount. A non-cash goodwill impairment charge
would have the effect of decreasing CRA's earnings in such period.

12
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CRA International, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
8. Goodwill (Continued)

The changes in the carrying amount of goodwill during the fiscal year-to-date period ended September 27, 2014, are as follows (in
thousands):

Accumulated
Goodwill, impairment Goodwill,
gross losses net
Balance at December 28, 2013 $ 153466 $ (71,893) $ 81,573
Goodwill adjustments related to acquisitions 1,809 1,809
Effect of foreign currency translation (257) (257)
Balance at September 27, 2014 $ 155018 $ (71,893) $ 83,125

The changes in the carrying amount of goodwill during the fiscal year-to-date period ended September 28, 2013, are as follows (in
thousands):

Accumulated
Goodwill, impairment Goodwill,
gross losses net
Balance at December 29, 2012 $ 142658 $ (71,893) $ 70,765
Goodwill adjustments related to acquisition 5,358 5,358
Goodwill adjustments related to NeuCo (63) (63)
Effect of foreign currency translation 34) (34)
Balance at September 28, 2013 $ 147919 $ (71,893) $ 76,026

9. Accrued Expenses
Accrued expenses consist of the following (in thousands):

September 27, December 28,

2014 2013
Compensation and related expenses $ 50414 $ 51,960
Forgivable loans to employees 4,966
Income taxes payable 740 3,503
Other 5,391 5,228

Total $ 56,545 $ 65,657
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As of September 27, 2014 and December 28, 2013, approximately $37.6 million and $40.0 million of accrued bonuses were included above
in "Compensation and related expenses".

10. Credit Agreement

As of September 27, 2014, CRA is party to a credit agreement that provides CRA with a $125.0 million revolving credit facility and a
$15 million sublimit for the issuance of letters of credit. CRA may use the proceeds of the revolving credit facility for working capital and other
general corporate purposes. CRA may repay any borrowings under the revolving credit facility at any time, but

13
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CRA International, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
10. Credit Agreement (Continued)
no later than April 24, 2018. There was no amount outstanding under this revolving line of credit as of September 27, 2014.

As of September 27, 2014, the amount available under this revolving line of credit was reduced by certain letters of credit outstanding,
which amounted to $1.3 million. Borrowings under the revolving credit facility bear interest at a rate per annum of either (i) the adjusted base
rate, as defined in the credit agreement, plus an applicable margin, which varies between 0.50% and 1.50% depending on CRA's total leverage
ratio as determined under the credit agreement, or (ii) the adjusted eurocurrency rate, as defined in the credit agreement, plus an applicable
margin, which varies between 1.50% and 2.50% depending on CRA's total leverage ratio. CRA is required to pay a fee on the unused portion of
the revolving credit facility at a rate per annum that varies between 0.25% and 0.375% depending on its total leverage ratio. Borrowings under
the credit facility are secured by 100% of the stock of certain of CRA's U.S. subsidiaries and 65% of the stock of certain of its foreign
subsidiaries, which represent approximately $6.8 million in net assets as of September 27, 2014.

Under the credit agreement, CRA must comply with various financial and non-financial covenants. Compliance with these financial
covenants is tested on a fiscal quarterly basis. Any indebtedness outstanding under the credit facility may become immediately due and payable
upon the occurrence of stated events of default, including CRA's failure to pay principal, interest or fees or a violation of any financial covenant.
The financial covenants require CRA to maintain a consolidated interest expense to adjusted consolidated EBITDA ratio of more than 2.5 to 1.0
and to comply with a consolidated debt to adjusted consolidated EBITDA ratio of not more than 3.0 to 1.0. The non-financial covenant
restrictions of the senior credit agreement include, but are not limited to, CRA's ability to incur additional indebtedness, engage in acquisitions
or dispositions, and enter into business combinations. As of September 27, 2014, CRA was in compliance with the covenants of its credit
agreement.

11. Revenue Recognition

CRA derives substantially all of its revenues from the performance of professional services. CRA's revenues include projects secured by
our non-employee experts as well as projects secured by our employees. CRA recognizes all project revenue on a gross basis based on

consideration of the criteria set forth in ASC Topic 605-45, Principal Agent Considerations.

The contracts that CRA enters into and operates under specify whether the engagement will be billed on a time-and-materials or a
fixed-price basis. Most of CRA's revenue is derived from time-and-materials service contracts. Revenues from time-and-materials service
contracts are recognized as services are provided based upon hours worked and contractually agreed-upon hourly rates, as well as indirect fees
based upon hours worked. Revenues from a majority of CRA's fixed-price engagements are recognized on a proportional performance method
based on the ratio of costs incurred, substantially all of which are labor-related, to the total estimated project costs. In general, project costs are
classified in costs of services and are based on the direct salary of the consultants on the engagement plus all direct expenses incurred to
complete the engagement, including any amounts billed to CRA by its non-employee experts.
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CRA International, Inc.
Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
11. Revenue Recognition (Continued)

Revenues also include reimbursable expenses, which include travel and other out-of-pocket expenses, outside consultants, and other
reimbursable expenses. Reimbursable expenses are as follows (in thousands):

Fiscal Year to Date
Quarter Ended Period Ended
September 27, September 28, September 27, September 28,
2014 2013 2014 2013
Reimbursable expenses $ 8,683 $ 9,521 $ 26,369 $ 26,929

CRA collects goods and services and value added taxes from customers and records these amounts on a net basis, which is within the scope
of ASC Topic 605-45, Principal Agent Considerations.

12. Net Income per Share

Basic net income per share represents net income divided by the weighted average shares of common stock outstanding during the period.
Diluted net income per share represents net income divided by the weighted average shares of common stock and common stock equivalents, if
applicable, outstanding during the period. Common stock equivalents arise from stock options and unvested shares of restricted stock, using the
treasury stock method. Under the treasury stock method, the amount CRA would receive on the exercise of stock options and the vesting of
shares of restricted stock, the amount of compensation cost for future service that CRA has not yet recognized, and the amount of tax benefits
that would be recorded in common stock when these stock options and shares of restricted stock become deductible, are assumed to be used to
repurchase shares at the average share price over the applicable fiscal period, and these repurchased shares are netted against the shares
underlying these stock options and these unvested shares of restricted stock. CRA's unvested shares of restricted stock that contain rights to
receive non-forfeitable dividends are considered participating securities, but net earnings available to these participating securities were not
significant for the third quarter and fiscal year-to-date period ended September 27, 2014. A reconciliation of basic to diluted weighted average
shares of common stock outstanding is as follows (in thousands):

Fiscal Year to Date

Quarter Ended Period Ended
September 27, September 28, September 27, September 28,
2014 2013 2014 2013
Basic weighted average shares outstanding 9,729 10,093 9,892 10,088
Common stock equivalents:
Stock options and restricted shares 190 99 126 92
Diluted weighted average shares outstanding 9,919 10,192 10,018 10,180

For the fiscal quarter and fiscal year-to-date period ended September 27, 2014, the anti-dilutive share-based awards that were excluded
from the calculation of common stock equivalents for purposes of computing diluted weighted average shares outstanding amounted to 319,564
and 831,975 shares, respectively. For the fiscal quarter and fiscal year-to-date period ended September 28, 2013, the anti-dilutive share-based
awards that were excluded from the calculation of common stock equivalents
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Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
12. Net Income per Share (Continued)

for purposes of computing diluted weighted average shares outstanding amounted to 1,048,432 and 1,085,432 shares, respectively. These
share-based awards were antidilutive because their exercise price exceeded the average market price for the applicable period.

On August 10, 2012 and February 13, 2014, the Board of Directors authorized the repurchase of up to $5.0 million and $15.0 million,
respectively, of CRA's common stock. During the third quarter and fiscal year-to-date period ended September 28, 2013, CRA repurchased and
retired 33,775 shares under these share repurchase programs at an average price per share of $18.70. During the third quarter of fiscal 2014,
CRA repurchased and retired 279,094 shares under these share repurchase programs at an average price per share of $25.73. During the fiscal
year-to-date period ended September 27, 2014, CRA repurchased and retired 531,694 shares under these share repurchase programs at an
average price per share of $23.91. There was approximately $3.7 million available for future repurchases under these programs as of
September 27, 2014.

On October 23, 2014, CRA announced that its Board of Directors approved a share repurchase program of up to $30 million of CRA's
common stock, in addition to the share repurchase programs discussed above.

CRA may repurchase shares under any of these programs in open market purchases (including through any Rule 10b5-1 plan adopted by
CRA) or in privately negotiated transactions in accordance with applicable insider trading and other securities laws and regulations. CRA
records the retirement of its repurchased shares as a reduction to common stock.

13. Income Taxes

CRA's effective income tax rates were 42.8% and 44.0% for the third quarters of fiscal 2014 and fiscal 2013, respectively. The effective tax
rate in the third quarter of fiscal 2014 was higher than CRA's combined Federal and state statutory tax rate primarily due to certain unfavorable
tax adjustments, offset partially by a favorable geographical mix of earnings. The effective tax rate for the third quarter of fiscal 2013 was higher
than the Company's combined Federal and state statutory tax rate primarily due to losses in foreign jurisdictions that provided no tax benefit.

CRA's effective income tax rates were 44.1% and 40.8% for the fiscal year-to-date periods ended September 27, 2014 and September 28,
2013, respectively. The effective tax rate for the fiscal year-to-date period ended September 27, 2014 was higher than CRA's combined Federal
and state statutory tax rate primarily due to the approximately $0.8 million non-cash tax expense recorded in the second quarter of fiscal 2014 to
correct an immaterial error in CRA's previously issued consolidated financial statements, partially offset by certain favorable tax adjustments
that were treated as discrete items in the first half of fiscal 2014. The effective tax rate for the fiscal year-to-date period ended September 28,
2013 was lower than the Company's combined Federal and state statutory tax rate primarily due to the favorable settlement of a tax matter in the
first quarter of fiscal 2013, partially offset by a discrete tax adjustment of $0.3 million recorded in the second quarter of fiscal 2013 and the
effect of losses in foreign jurisdictions that provided no tax benefit in the fiscal year-to-date period ended September 28, 2013.

CRA has not provided for deferred income taxes or foreign withholding taxes on undistributed earnings from its foreign subsidiaries as of
September 27, 2014, because such earnings are considered
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13. Income Taxes (Continued)

to be indefinitely reinvested. CRA does not rely on these unremitted earnings as a source of funds for its domestic business as CRA expects to
have sufficient cash flow and availability from its cash generated from operations and amounts available under its bank line of credit to fund its
U.S. operational and strategic needs. If CRA were to repatriate its foreign earnings that are indefinitely reinvested, it would incur minimal
additional tax expense.

14. Restructuring Charges

The Company did not incur any restructuring charges during the quarter or fiscal year-to-date period ended September 27, 2014. The
restructuring reserve balance was as follows as of September 27, 2014 (in thousands):

Office
Vacancies
Balance at December 28, 2013 $ 1,170
Amounts paid, net of amounts received, during the fiscal year-to-date period ended September 27, 2014 (549)
Adjustments and foreign currency translation during the fiscal year-to-date period ended September 27, 2014 20
Balance at September 27, 2014 $ 641

On the accompanying balance sheet as of September 27, 2014, the reserve balance of $0.6 million was classified principally in "current
portion of deferred rent".

The Company did not incur any restructuring charges during the quarter or fiscal year-to-date period ended September 28, 2013. The
restructuring reserve balance was as follows as of September 28, 2013 (in thousands):

Employee
Facility-Related Workforce Total
Costs Reduction Restructuring

Balance at December 29, 2012 $ 2,106 $ 873 $ 2,979
Amounts paid during the fiscal year-to-date period ended September 28, 2013 (689) (729) (1,418)
Adjustments and effect of foreign currency translation during the fiscal year-to-date

period ended September 28, 2013 (177) (144) (321)
Balance at September 28, 2013 $ 1,240 $ $ 1,240
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ITEM 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statements

Except for historical facts, the statements in this quarterly report are forward-looking statements. Forward-looking statements are merely
our current predictions of future events. These statements are inherently uncertain, and actual events could differ materially from our predictions.
Important factors that could cause actual events to vary from our predictions include those discussed below under the heading "Risk Factors."
We assume no obligation to update our forward-looking statements to reflect new information or developments. We urge readers to review
carefully the risk factors described in this quarterly report and in the other documents that we file with the Securities and Exchange Commission,
or SEC. You can read these documents at www.sec.gov.

Our principal internet address is www.crai.com. Our website provides a link to a third-party website through which our annual, quarterly,
and current reports, and amendments to those reports, are available free of charge. We believe these reports are made available as soon as
reasonably practicable after we file them electronically with, or furnish them to, the SEC. We do not maintain, or provide any information
directly to, the third-party website, and we do not check its accuracy.

Our website also includes information about our corporate governance practices. The Investor Relations page of our website provides a link
to a web page where you can obtain a copy of our code of ethics applicable to our principal executive officer, principal financial officer, and
principal accounting officer.

The discussion and analysis of our financial condition and results of operations are based upon our condensed consolidated financial
statements, which have been prepared in accordance with generally accepted accounting principles in the U.S. ("U.S. GAAP"). The preparation
of these financial statements requires us to make significant estimates and judgments that affect the reported amounts of assets and liabilities, as
well as the related disclosure of contingent assets and liabilities, at the date of the financial statements, and the reported amounts of revenues and
expenses during the reporting period. Estimates in these condensed consolidated financial statements include, but are not limited to, accounts
receivable allowances, revenue recognition on fixed price contracts, depreciation of property and equipment, share-based compensation,
valuation of acquired intangible assets, impairment of long-lived assets, goodwill, accrued and deferred income taxes, valuation allowances on
deferred tax assets, accrued compensation, accrued exit costs, and other accrued expenses. These items are monitored and analyzed by
management for changes in facts and circumstances, and material changes in these estimates could occur in the future. Changes in estimates are
recorded in the period in which they become known. We base our estimates on historical experience and various other assumptions that we
believe to be reasonable under the circumstances. Actual results may differ from our estimates if our assumptions based on past experience or
our other assumptions do not turn out to be substantially accurate.

We have described our significant accounting policies in Note 1 to our consolidated financial statements included in our annual report on
Form 10-K for fiscal 2013. We have reviewed our accounting policies, identifying those that we believe to be critical to the preparation and
understanding of our consolidated financial statements in the list set forth below. See the disclosure under the heading "Critical Accounting
Policies" in Item 7 of Part II of our annual report on Form 10-K for fiscal 2013 for a detailed description of these policies and their potential
effects on our results of operations and financial condition.

Revenue recognition and accounts receivable allowances

Share-based compensation expense

Valuation of goodwill and other intangible assets

18

24



Edgar Filing: CRA INTERNATIONAL, INC. - Form 10-Q

Table of Contents

Accounting for income taxes

We did not adopt any changes in the fiscal year-to-date period ended September 27, 2014 that had a material effect on these critical
accounting policies nor did we make any changes to our accounting policies in the fiscal year-to-date period ended September 27, 2014 that
changed these critical accounting policies.

Recent Accounting Standards

See Note 4 to our condensed consolidated financial statements included in this quarterly report on Form 10-Q for a discussion of recent
accounting standards.

Results of Operations For the Quarter and Fiscal Year-to-Date Period Ended September 27, 2014, Compared to the Quarter and Fiscal
Year-to-Date Period Ended September 28, 2013

The following table provides operating information as a percentage of revenues for the periods indicated:

Fiscal Year to Date Period

Quarter Ended Ended
September 27, September 28, September 27, September 28,
2014 2013 2014 2013
Revenues 100.0% 100.0% 100.0% 100.0%
Costs of services 67.2 68.0 67.5 67.9
Gross profit 32.8 32.0 32.5 32.1
Selling, general and administrative expenses 22.7 21.6 22.5 23.3
Depreciation and amortization 2.2 2.2 2.1 2.4
Income from operations 7.9 8.2 7.9 6.4
Interest income 0.0 0.1 0.0 0.1
Interest expense 0.2) 0.2) 0.2) 0.2)
Other expense, net (0.1) 0.0) (0.1) 0.0)
Income before provision for income taxes 7.6 8.0 7.6 6.3
Provision for income taxes 3.2) 3.5) 3.3) 2.6)
Net income 4.3 4.5 4.2 3.7
Net (income) loss attributable to noncontrolling interest, net of
tax 0.0 0.1) 0.1 0.1
Net income attributable to CRA International, Inc. 4.4% 4.4% 4.3% 3.8%

Quarter Ended September 27, 2014 Compared to the Quarter Ended September 28, 2013

Revenues. Revenues decreased by $0.9 million, or 1.3%, to $73.5 million for the third quarter of fiscal 2014 from $74.4 million for the
third quarter of fiscal 2013.
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Despite the decrease in revenue in the third quarter of fiscal 2014 as compared with the strong performance in the third quarter of fiscal
2013, we experienced solid revenue performance in our litigation, regulatory, and financial consulting business and our management consulting
business, building upon the continued momentum from the strong performance in the latter part of fiscal 2013 that continued into the fiscal
year-to-date period ended September 27, 2014. Our utilization decreased to 75% for the third quarter of fiscal 2014 from 78% for the third
quarter of fiscal 2013. Further contributing to the decrease in revenue was a decrease in client reimbursable expenses, which are
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pass-through expenses that carry little to no margin, and the $0.2 million decrease in revenue from NeuCo in the third quarter of fiscal 2014 as
compared with the third quarter of fiscal 2013.

Overall, revenues outside of the U.S. represented approximately 22% of total revenues for the third quarter of fiscal 2014, compared with
approximately 19% of total revenues for the third quarter of fiscal 2013. Revenues derived from fixed-price engagements were 12% of total
revenues for the third quarter of fiscal 2014 and the third quarter of fiscal 2013. This percentage depends largely on the relative proportion of our
revenues derived from our management consulting business, as the management consulting business typically has a higher concentration of
fixed-price service contracts.

Costs of Services. Costs of services decreased by $1.2 million, or 2.3%, to $49.4 million for the third quarter of fiscal 2014 from
$50.6 million for the third quarter of fiscal 2013. The decrease in costs of services was due primarily to a decrease in incentive compensation
expense for our employee consultants as a result of our decreased revenues in the third quarter of fiscal 2014 as compared to the third quarter of
fiscal 2013 and a decrease in client reimbursable expenses of $0.8 million.

As a percentage of revenues, costs of services decreased to 67.2% for the third quarter of fiscal 2014 from 68.0% for the third quarter of
fiscal 2013 due primarily to the decrease in client reimbursable expenses outpacing the decrease in revenues in the third quarter of fiscal 2014 as
compared with the third quarter of fiscal 2013.

Selling, General and Administrative Expenses. Selling, general and administrative expenses increased by $0.6 million, or 3.6%, to
$16.7 million for the third quarter of fiscal 2014 from $16.1 million for the third quarter of fiscal 2013. The primary contributors to this increase
were increased professional fees, primarily driven by recruiting expenses incurred in connection with the recruitment of senior level revenue
generators, travel costs associated with business development activities, and increased rent and office operating expenses, offset partially by
decreased compensation expense and commissions to our nonemployee experts for the third quarter of fiscal 2014 as compared to the third
quarter of fiscal 2013.

As a percentage of revenues, selling, general and administrative expenses increased to 22.7% for the third quarter of fiscal 2014 from
21.6% for the third quarter of fiscal 2013 due primarily to the increase in selling, general, and administrative expenses and the decrease in
revenues in the third quarter of fiscal 2014 as compared with the third quarter of fiscal 2013. The increase in selling, general and administrative
expenses as a percentage of revenue was partially offset by decreased commissions to non-employee experts. Those commissions represented
2.9% of revenue in the third quarter of fiscal 2014 compared with 3.2% of revenue in the third quarter of fiscal 2013.

Other Expense, Net. Other expense, net increased by $69,000 to $87,000 for the third quarter of fiscal 2014 from $18,000 for the third
quarter of fiscal 2013. Other expense, net consists primarily of foreign currency exchange transaction gains and losses. The multi-currency credit
facility we entered into on April 24, 2013 allows us to minimize such foreign exchange exposures. We continue to manage our foreign currency
exchange exposure through frequent settling of intercompany account balances and by self-hedging movements in exchange rates between the
value of the dollar and foreign currencies including the Euro and the British Pound.

Provision for Income Taxes. The income tax provision was $2.4 million and the effective tax rate was 42.8% for the third quarter of fiscal
2014 compared to a tax provision of $2.6 million and an effective tax rate of 44.0% for the third quarter of fiscal 2013. The effective tax rate in
the third quarter of fiscal 2014 was higher than our combined Federal and state statutory tax rate primarily due to certain unfavorable tax
adjustments, offset partially by a favorable geographical mix of earnings. The effective tax rate in the third quarter of fiscal 2013 was higher
than our combined Federal and state statutory tax rate primarily due to losses in foreign jurisdictions that provided no tax benefit.
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Net Income Attributable to Noncontrolling Interest, Net of Tax. Our ownership interest in NeuCo constitutes control under U.S. GAAP.
As aresult, NeuCo's financial results are consolidated with ours, and allocations of the noncontrolling interest's share of NeuCo's net income
result in deductions to our net income, while allocations of the noncontrolling interest's share of NeuCo's net loss result in additions to our net
income. The results of operations of NeuCo allocable to its other owners was a net loss of $35,000 for the third quarter of fiscal 2014 and net
income of $63,000 for the third quarter of fiscal 2013.

Net Income Attributable to CRA International, Inc. Net income attributable to CRA International, Inc. decreased by $46,000 to net
income of $3.2 million for the third quarter of fiscal 2014 from net income of $3.3 million for the third quarter of fiscal 2013. The diluted net
income per share was $0.33 per share for the third quarter of fiscal 2014, compared to diluted net income per share of $0.32 for the third quarter
of fiscal 2013. Diluted weighted average shares outstanding decreased by approximately 273,000 shares to approximately 9,919,000 shares for
the third quarter of fiscal 2014 from approximately 10,192,000 shares for the third quarter of fiscal 2013. The decrease in weighted average
shares outstanding was primarily due to repurchases of common stock since the third quarter of fiscal 2013, partially offset by shares of
restricted stock that have vested or that have been issued since the third quarter of fiscal 2013.

Fiscal Year-to-Date Period Ended September 27, 2014 Compared to the Fiscal Year-to-Date Period Ended September 28, 2013

Revenues. Revenues increased by $25.2 million, or 12.4%, to $227.9 million for the fiscal year-to-date period ended September 27, 2014
as compared with $202.8 million for the fiscal year-to-date period ended September 28, 2013. Our revenue increase was due primarily to the
momentum from the strong performance in the latter part of fiscal 2013 that continued into the fiscal year-to-date period ended September 27,
2014, compared to a slow start in the first half of fiscal 2013. Revenue increased in our litigation, regulatory, and financial consulting business
and management consulting business, reflecting organic growth and increasing contributions from the new senior-level hires we welcomed to
CRA during the first quarter of fiscal 2013. Utilization increased to 77% for the fiscal year-to-date period ended September 27, 2014 from 70%
for the fiscal year-to-date period ended September 28, 2013. Partially offsetting this increase in revenues was the decrease in client reimbursable
expenses, which are pass-through expenses that carry little to no margin, in the fiscal year-to-date period ended September 27, 2014 as compared
to the fiscal year-to-date period ended September 28, 2013.

Overall, revenues outside of the U.S. represented approximately 23% of total revenues for the fiscal year-to-date period ended
September 27, 2014, compared with approximately 21% of total revenues for the fiscal year- to-date period ended September 28, 2013.
Revenues derived from fixed-price engagements increased to 14% of total revenues for the fiscal year- to-date period ended September 27, 2014
compared with 13% for the fiscal year-to-date period end