
  
 

 
 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

 

Form 10-Q
 
☑ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
 

For the quarterly period ended January 31, 2019

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

For the transition period from _________ to ___________
 

Commission File Number 001-14505
 

KORN FERRY
 

(Exact Name of Registrant as Specified in its Charter)
 

Delaware  95-2623879
(State or Other Jurisdiction of Incorporation or Organization)  (I.R.S. Employer Identification No.)

 
1900 Avenue of the Stars, Suite 2600, Los Angeles, California 90067

(Address of principal executive offices) (Zip Code)

(310) 552-1834
(Registrant’s telephone number, including area code)

KORN/FERRY INTERNATIONAL
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding
12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes ☑   No ☐
 
    Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that th e registrant was required to submit such files). Yes  ☑    No ☐
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth
company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.
 

Large accelerated filer ☑   Accelerated filer         ☐
    

Non-accelerated filer   ☐   Smaller reporting company ☐
   Emerging growth company ☐

 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial
accounting standards provided pursuant to Section 13(a) 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 our common stock as of March 5, 2019 was 56,429,436 shares.
 

 

 



 KORN FERRY
Table of Contents
Item #  Description  Page
     
  Part I. Financial Information   
     
Item 1.  Consolidated Financial Statements   
     
  Consolidated Balance Sheets as of January 31, 2019 (unaudited) and April 30, 2018  1
     
  Consolidated Statements of Income (unaudited) for the three and nine months ended January 31, 2019 and 2018  2
     
  Consolidated Statements of Comprehensive Income (unaudited) for the three and nine months ended January 31, 2019 and 2018  3
     
  Consolidated Statements of Stockholders’ Equity (unaudited) for nine months ended January 31, 2019 and 2018  4
     
  Consolidated Statements of Cash Flows (unaudited) for the nine months ended January 31, 2019 and 2018  6
     
  Notes to Consolidated Unaudited Financial Statements  7
     
Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations  26
     
Item 3.  Quantitative and Qualitative Disclosures About Market Risk  43
     
Item 4.  Controls and Procedures  44
     
  Part II. Other Information   
     
Item 1.  Legal Proceedings  45
     
Item 1A.  Risk Factors  45
     
Item 2.  Unregistered Sales of Equity Securities, Use of Proceeds and Issuer Purchases of Equity Securities  45
     
Item 6.  Exhibits  46
     
  Signatures  47
 

 
 
 
 
 

 



 
  Item 1.  Consolidated Financial Statements

KORN FERRY AND SUBSIDIARIES
  CONSOLIDATED BALANCE SHEETS

 

  
January 31,

2019   
April 30,

2018  
  (unaudited)      
  (in thousands, except per share data)  

ASSETS         
Cash and cash equivalents  $ 489,509   $ 520,848  
Marketable securities   6,414    14,293  
Receivables due from clients, net of allowance for doubtful accounts of $22,046 and $17,845 at January 31, 2019 and April
30, 2018, respectively   421,812    384,996  
Income taxes and other receivables   29,502    29,089  
Unearned compensation   41,739    37,333  
Prepaid expenses and other assets   28,106    27,700  

Total current assets   1,017,082    1,014,259  
         

Marketable securities, non-current   126,950    122,792  
Property and equipment, net   130,266    119,901  
Cash surrender value of company owned life insurance policies, net of loans   124,607    120,087  
Deferred income taxes   40,530    25,520  
Goodwill   580,021    584,222  
Intangible assets, net   86,308    203,216  
Unearned compensation, non-current   88,986    78,295  
Investments and other assets   22,803    19,622  

Total assets  $ 2,217,553   $ 2,287,914  
LIABILITIES AND STOCKHOLDERS’ EQUITY         

Accounts payable  $ 31,151   $ 35,196  
Income taxes payable   24,287    23,034  
Compensation and benefits payable   266,925    304,980  
Current portion of long-term debt   —    24,911  
Other accrued liabilities   163,997    170,339  

Total current liabilities   486,360    558,460  
         
Deferred compensation and other retirement plans   240,856    227,729  
Long-term debt   222,662    211,311  
Deferred tax liabilities   1,434    9,105  
Other liabilities   59,201    61,694  

Total liabilities   1,010,513    1,068,299  
         
Stockholders' equity         
Common stock: $0.01 par value, 150,000 shares authorized, 72,440 and 71,631 shares issued at January 31, 2019 and April
30, 2018, respectively, and 56,420 and 56,517 shares outstanding at January 31, 2019 and April 30, 2018, respectively   651,683    683,942  
Retained earnings   616,282    572,800  
Accumulated other comprehensive loss, net   (63,271 )   (40,135 )

Total Korn Ferry stockholders' equity   1,204,694    1,216,607  
Noncontrolling interest   2,346    3,008  

Total stockholders' equity   1,207,040    1,219,615  
Total liabilities and stockholders' equity  $ 2,217,553   $ 2,287,914

 

 

 

 

 

The accompanying notes are an integral part of these consolidated financial statements.
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 KORN FERRY AND SUBSIDIARIES

  CONSOLIDATED STATEMENTS OF INCOME
(unaudited)

 

  
Three Months Ended

January 31,   
Nine Months Ended

January 31,  
  2019   2018   2019   2018  
  (in thousands, except per share data)  

Fee revenue  $ 474,504   $ 447,581   $ 1,435,277   $ 1,291,853  
Reimbursed out-of-pocket engagement expenses   11,668    13,189    36,050    39,302  

          Total revenue   486,172    460,770    1,471,327    1,331,155  
                 
Compensation and benefits   321,835    309,527    979,575    882,102  
General and administrative expenses   61,179    58,516    287,641    175,380  
Reimbursed expenses   11,668    13,189    36,050    39,302  
Cost of services   17,066    17,467    55,020    53,163  
Depreciation and amortization   11,741    12,225    34,490    36,881  
Restructuring charges, net   —    —    —    78  

          Total operating expenses   423,489    410,924    1,392,776    1,186,906  
                 
Operating income   62,683    49,846    78,551    144,249  
Other income, net   2,401    7,510    2,292    14,311  
Interest expense, net   (4,282 )   (3,710 )   (12,722 )   (11,014 )

Income before provision for income taxes and equity in earnings of unconsolidated
subsidiaries   60,802    53,646    68,121    147,546  

Equity in earnings of unconsolidated subsidiaries   62    97    191    187  
Income tax provision   15,420    26,316    14,143    54,145  
Net income   45,444    27,427    54,169    93,588  

          Net income attributable to noncontrolling interest   (480 )   (180 )   (1,782 )   (969 )
Net income attributable to Korn Ferry  $ 44,964   $ 27,247   $ 52,387   $ 92,619  
                 
Earnings per common share attributable to Korn Ferry:                 

     Basic  $ 0.81   $ 0.49   $ 0.94   $ 1.65  
     Diluted  $ 0.80   $ 0.48   $ 0.92   $ 1.63  

                 
Weighted-average common shares outstanding:                 

     Basic   55,233    55,252    55,358    55,479  
     Diluted   55,753    55,997    56,181    56,236  

                 
Cash dividends declared per share:  $ 0.10   $ 0.10   $ 0.30   $ 0.30

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these consolidated financial statements.
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 KORN FERRY AND SUBSIDIARIES

  CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(unaudited)

 

  
Three Months Ended

January 31,   
Nine Months Ended

January 31,  
  2019   2018   2019   2018  
  (in thousands)  

Net income  $ 45,444   $ 27,427   $ 54,169   $ 93,588  
                 
Other comprehensive income (loss):                 

Foreign currency translation adjustments   6,089    17,839    (21,245 )   29,773  
Deferred compensation and pension plan adjustments, net of tax   273    361    819    1,065  
Net unrealized (loss) gain on interest rate swap, net of tax   (980 )   1,077    (702 )   1,470  

Comprehensive income   50,826    46,704    33,041    125,896  
Less: comprehensive income attributable to noncontrolling interest   (552 )   (226 )   (1,593 )   (884 )

Comprehensive income attributable to Korn Ferry  $ 50,274   $ 46,478   $ 31,448   $ 125,012

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these consolidated financial statements.
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   KORN FERRY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(unaudited)

 
 

             Accumulated Other   Total          
             Comprehensive   Korn Ferry       Total  
 Common Stock   Retained   (Loss) Income,   Stockholders'   Noncontrolling   Stockholder's  
 Shares   Amount   Earnings   Net   Equity   Interest   Equity  
 (in thousands)  

Balance as of April 30, 2018  56,517   $ 683,942   $ 572,800   $ (40,135 )  $ 1,216,607   $ 3,008   $ 1,219,615  
Net loss  —    —    (38,611 )   —    (38,611 )   19    (38,592 )
Other Comprehensive (loss) income  —    —    —    (14,156 )   (14,156 )   6    (14,150 )
Effect of adopting new accounting standards  —    —    8,853    (2,197 )   6,656    —    6,656  
Dividends paid to shareholders  —    —    (6,027 )   —    (6,027 )   —    (6,027 )
Purchase of stock  (200 )   (13,054 )   —    —    (13,054 )   —    (13,054 )
Issuance of stock  621    4,803    —    —    4,803    —    4,803  
Stock-based compensation  —    5,369    —    —    5,369    —    5,369  
Balance as of July 31, 2018  56,938    681,060    537,015    (56,488 )   1,161,587    3,033    1,164,620  
Net income  —    —    46,034    —    46,034    1,283    47,317  
Other Comprehensive (loss) income  —    —    —    (12,093 )   (12,093 )   (267 )   (12,360 )
Dividends paid to shareholders  —    —    (5,716 )   —    (5,716 )   —    (5,716 )
Dividends paid to noncontrolling interest  —    —    —    —    —    (690 )   (690 )
Purchase of stock  (459 )   (22,875 )   —    —    (22,875 )   —    (22,875 )
Issuance of stock  32    —    —    —    —    —    —  
Stock-based compensation  —    6,301    —    —    6,301    —    6,301  
Balance as of October 31, 2018  56,511    664,486    577,333    (68,581 )   1,173,238    3,359    1,176,597  
Net income  —    —    44,964    —    44,964    480    45,444  
Other Comprehensive income  —    —    —    5,310    5,310    72    5,382  
Dividends paid to shareholders  —    —    (6,015 )   —    (6,015 )   —    (6,015 )
Dividends paid to noncontrolling interest  —    —    —    —    —    (1,565 )   (1,565 )
Purchase of stock  (503 )   (21,940 )   —    —    (21,940 )   —    (21,940 )
Issuance of stock  412    3,724    —    —    3,724    —    3,724  
Stock-based compensation  —    5,413    —    —    5,413    —    5,413  
Balance as of January 31, 2019  56,420   $ 651,683   $ 616,282   $ (63,271 )  $ 1,204,694   $ 2,346   $ 1,207,040
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 KORN FERRY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (continued)
(unaudited)

 
             Accumulated Other   Total          
             Comprehensive   Korn Ferry       Total  
 Common Stock   Retained   (Loss) Income,   Stockholders'   Noncontrolling   Stockholder's  
 Shares   Amount   Earnings   Net   Equity   Interest   Equity  
 (in thousands)  

Balance as of April 30, 2017  56,938   $ 692,527   $ 461,976   $ (71,064 )  $ 1,083,439   $ 3,609   $ 1,087,048  
Net income  —    —    29,041    —    29,041    388    29,429  
Other Comprehensive income  —    —    —    16,373    16,373    105    16,478  
Dividends paid to shareholders  —    —    (5,823 )   —    (5,823 )   —    (5,823 )
Purchase of stock  (217 )   (7,372 )   —    —    (7,372 )   —    (7,372 )
Issuance of stock  525    4,586    —    —    4,586    —    4,586  
Stock-based compensation  —    4,405    —    —    4,405    —    4,405  
Balance as of July 31, 2017  57,246    694,146    485,194    (54,691 )   1,124,649    4,102    1,128,751  
Net income  —    —    36,331    —    36,331    401    36,732  
Other Comprehensive loss  —    —    —    (3,211 )   (3,211 )   (236 )   (3,447 )
Dividends paid to shareholders  —    —    (5,714 )   —    (5,714 )   —    (5,714 )
Dividends paid to noncontrolling interest  —    —    —    —    —    (1,558 )   (1,558 )
Purchase of stock  (777 )   (25,350 )   —    —    (25,350 )   —    (25,350 )
Issuance of stock  42    —    —    —    —    —    —  
Stock-based compensation  —    5,309    —    —    5,309    —    5,309  
Balance as of October 31, 2017  56,511    674,105    515,811    (57,902 )   1,132,014    2,709    1,134,723  
Net income  —    —    27,247    —    27,247    180    27,427  
Other Comprehensive income  —    —    —    19,231    19,231    46    19,277  
Dividends paid to shareholders  —    —    (5,705 )   —    (5,705 )   —    (5,705 )
Purchase of stock  (85 )   (3,503 )   —    —    (3,503 )   —    (3,503 )
Issuance of stock  92    3,412    —    —    3,412    —    3,412  
Stock-based compensation  —    5,263    —    —    5,263    —    5,263  
Balance as of January 31, 2018  56,518   $ 679,277   $ 537,353   $ (38,671 )  $ 1,177,959   $ 2,935   $ 1,180,894

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these consolidated financial statements.
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 KORN FERRY AND SUBSIDIARIES

  CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)

 

  
Nine Months Ended

January 31,  
  2019   2018  
  (in thousands)  

Cash flows from operating activities:         
Net income  $ 54,169   $ 93,588  
Adjustments to reconcile net income to net cash provided by operating activities:         

Depreciation and amortization   34,490    36,881  
Stock-based compensation expense   18,028    15,800  
Impairment of tradenames   106,555    —  
Provision for doubtful accounts   11,012    9,933  
Gain on cash surrender value of life insurance policies   (4,547 )   (6,020 )
Gain on marketable securities   (1,330 )   (14,022 )
Deferred income taxes   (23,192 )   5,373  

Change in other assets and liabilities:         
Deferred compensation   5,486    25,587  
Receivables due from clients   (44,332 )   (62,464 )
Income taxes and other receivables   (1,142 )   4,445  
Prepaid expenses and other assets   (479 )   (1,201 )
Unearned compensation   (15,097 )   (42,904 )
Investment in unconsolidated subsidiaries   (191 )   (187 )
Income taxes payable   (532 )   18,217  
Accounts payable and accrued liabilities   (33,076 )   (15,569 )
Other   (4,865 )   (7,865 )

         Net cash provided by operating activities   100,957    59,592  
Cash flows from investing activities:         

Purchase of property and equipment   (36,886 )   (31,133 )
Purchase of marketable securities   (8,672 )   (7,462 )
Proceeds from sales/maturities of marketable securities   13,557    2,515  
Premium on company-owned life insurance policies   (34,612 )   (1,339 )
Dividends received from unconsolidated subsidiaries   140    60  
Proceeds from life insurance policies   6,972    5,175  

          Net cash used in investing activities   (59,501 )   (32,184 )
Cash flows from financing activities:         

Proceeds from long term debt   226,875    —  
Principal payments on term loan   (238,906 )   (15,469 )
Payment of debt issuance costs   (2,181 )   —  
Payment of contingent consideration from acquisitions   (455 )   (485 )
Repurchases of common stock   (37,372 )   (32,568 )
Payments of tax withholdings on restricted stock   (20,497 )   (3,657 )
Proceeds from issuance of common stock upon exercise of employee
   stock options and in connection with an employee stock purchase plan   7,271    6,885  
Dividends paid to shareholders   (17,758 )   (17,242 )
Dividends - noncontrolling interest   (2,255 )   (1,558 )
Borrowings under life insurance policies   31,870    —  
Payments on life insurance policy loans   (4,351 )   (464 )

          Net cash used in financing activities   (57,759 )   (64,558 )
Effect of exchange rate changes on cash and cash equivalents   (15,036 )   16,258  
Net decrease in cash and cash equivalents   (31,339 )   (20,892 )
Cash and cash equivalents at beginning of period   520,848    410,882  

Cash and cash equivalents at end of the period  $ 489,509   $ 389,990

 

 

The accompanying notes are an integral part of these consolidated financial statements.
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KORN FERRY AND SUBSIDIARIES

NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENTS
January 31, 2019

 
 

 1. Organization and Summary of Significant Accounting Policies
Nature of Business

   On June 12, 2018, the Board of Directors of Korn Ferry, a Delaware corporation (the “Company”) and its subsidiaries approved a plan (the “Plan”) to go to market under a
single, master brand architecture and to simplify the Company’s organizational structur e by eliminating and/or consolidating certain legal entities and implementing a
rebranding of the Company to offer the Company’s current products and services using the “Korn Ferry” name, branding and trademarks. In connection with the Plan, (i) the
 Company has sunset all sub-brands, including Futurestep, Hay Group and Lominger, among others , and (ii) effective as of January 1, 2019, the Company has been
renamed “Korn Ferry.” The Company is harmonizing under one brand to help accelerate the firm’s positioning as the preeminent organizational consultancy and bring more
client awareness to its broad range of talent management solutions. While the rebranding will not impact the Company’s segment financial reporting, the Company renamed
its Hay Group segment as Korn Ferry Advisory (“Advisory”) and its Futurestep segment as Korn Ferry RPO and Professional Search (“RPO & Professional Search”). The
Company’s Executive Search segment name remains unchanged.

The Company currently operates in three global businesses: Executive Search, Advisory and RPO & Professional Search. The Executive Search segment focuses on
recruiting board level, chief executive and other senior executive and general management positions, in addition to research-based interviewing and onboarding solutions, for
clients predominantly in the consumer goods, financial services, industrial, life sciences/healthcare and technology industries. Advisory assists clients synchronize strategy
and talent by addressing four fundamental needs: Organizational Strategy, Assessment and Succession, Leadership Development, and Rewards and Benefits, all
underpinned by a comprehensive array of world-leading intellectual property, products and tools. RPO & Professional Search is a global industry leader in high-impact talent
acquisition solutions. Its portfolio of services includes global and regional RPO, project recruitment, individual professional search and consulting.

Basis of Consolidation and Presentation

The accompanying financial statements should be read in conjunction with the consolidated financial statements and notes thereto included in the Annual Report on Form
10-K for the year ended April 30, 2018 for the Company and its wholly and majority owned/controlled domestic and international subsidiaries. All intercompany balances and
transactions have been eliminated in consolidation. The preparation of the consolidated financial statements conform with United States (“U.S.”) generally accepted
accounting principles (“GAAP”) and prevailing practice within the industry. The consolidated financial statements include all adjustments, consisting of normal recurring
accruals and any other adjustments that management considers necessary for a fair presentation of the results for these periods. The results of operations for the interim
period are not necessarily indicative of the results for the entire fiscal year.

Investments in affiliated companies, which are 50% or less owned and where the Company exercises significant influence over operations, are accounted for using the
equity method.

The Company has control of a Mexico subsidiary and consolidates the operations of this subsidiary. Noncontrolling interest, which represents the Company’s 51%
noncontrolling interest in the Mexico subsidiary, is reflected on the Company’s consolidated financial statements.

The Company considers events or transactions that occur after the balance sheet date but before the consolidated financial statements are issued to provide additional
evidence relative to certain estimates or to identify matters that require additional disclosures.

Use of Estimates and Uncertainties

The preparation of the consolidated 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 consolidated financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ from these estimates, and changes in estimates are reported in current operations as new information is
learned or upon the amounts becoming fixed or determinable. The most significant areas that require management’s judgment are revenue recognition, deferred
compensation, annual performance related bonuses, evaluation of the carrying value of receivables, goodwill and other intangible assets, share-based payments and the
recoverability of deferred income taxes.
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KORN FERRY AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENTS

January 31, 2019 (continued)
 
 Revenue Recognition

 Substantially all fee revenue is derived  from fees for professional services related to executive and professional recruitment performed on a retained basis, recruitment
process outsourcing, talent and organizational advisory services and the sale of products, either stand-alone or as part of a solution.

Revenue is recognized when control of the goods and services are transferred to the customer, in an amount that reflects the consideration the Company expects to be
entitled to in exchange for those goods and services. Revenue contracts with customers are evaluated based on the five-step model outlined in Accounting Standard
Codification 606 (“ASC 606”): 1) identify the contract with a customer; 2) identify the performance obligation(s) in the contract; 3) determine the transaction price; 4) allocate
the transaction price to the separate performance obligation(s); and 5) recognize revenue when (or as) each performance obligation is satisfied.

Fee revenue from executive and non-executive professional search activities is generally one-third of the estimated first-year compensation of the placed candidate plus a
percentage of the fee to cover indirect engagement-related expenses. In addition to the search retainer, an uptick fee is billed when the actual compensation awarded by the
client for a placement is higher than the estimated compensation. In the aggregate, upticks have been a relatively consistent percentage of the original estimated fee;
therefore, the Company estimates upticks using the expected value method based on historical data on a portfolio basis. In a standard search engagement, there is one
performance obligation which is the promise to undertake a search. The Company generally recognizes such revenue over the course of a search and when it is legally
entitled to payment as outlined in the billing terms of the contract. Any revenues associated with services that are provided on a contingent basis are recognized once the
contingency is resolved as this is when control is transferred to the customer. These assumptions determine the timing of revenue recognition for the reported period.

RPO fee revenue is generated through two distinct phases: 1) the implementation phase and 2) the post-implementation recruitment phase. The fees associated with the
implementation phase are recognized over the period that the related implementation services are provided. The post-implementation recruitment phase represents end-to-
end recruiting services to clients for which there are both fixed and variable fees, which are recognized over the period that the related recruiting services are performed.

Consulting fee revenue, primarily generated from Advisory, is recognized as services are rendered, measured by total hours incurred to the total estimated hours at
completion. It is possible that updated estimates for consulting engagements may vary from initial estimates with such updates being recognized in the period of
determination. Depending on the timing of billings and services rendered, the Company accrues or defers revenue as appropriate.

Product revenue is generated from a range of online tools designed to support human resource processes for pay, talent and engagement, and assessments, as well as
licenses to proprietary intellectual property (“IP”) and tangible/digital products. IP subscriptions grant access to proprietary compensation and job evaluation databases. IP
subscriptions are considered symbolic IP due to the dynamic nature of the content and, as a result, revenue is recognized over the term of the contract. Functional IP
licenses grant customers the right to use IP content via delivery of a flat file. Because the IP content license has significant stand-alone functionality, revenue is recognized
upon delivery and when an enforceable right to payment exists. Online assessments are delivered in the form of online questionnaires. A bundle of assessments represents
one performance obligation, and revenue is recognized as assessment services are delivered and the Company has a legally enforceable right to payment. Tangible/digital
products sold by the Company mainly consist of books and digital files covering a variety of topics including performance management, team effectiveness, and coaching
and development. The Company recognizes revenue for its products when sold or shipped, as is the case for books.

 Reimbursements

The Company incurs certain out-of-pocket expenses that are reimbursed by its clients, which are accounted for as revenue in the consolidated statements of income.

Allowance for Doubtful Accounts

An allowance is established for doubtful accounts by taking a charge to general and administrative expenses. The amount of the allowance is based on historical loss
experience and assessment of the collectability of specific accounts, as well as expectations of future collections based upon trends and the type of work for which services
are rendered. After the Company exhausts all collection efforts, the amount of the allowance is reduced for balances identified as uncollectible.

Cash and Cash Equivalents

The Company considers all highly liquid investments with original maturities of three months or less to be cash equivalents. As of January 31, 2019 and April 30, 2018, the
Company’s investments in cash equivalents consisted of money market funds for which market prices are readily available.
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KORN FERRY AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENTS

January 31, 2019 (continued)
 
 Marketable Securities

The Company currently has investments in mutual funds (for which market prices are readily available) that are held in trust to satisfy obligations under the Company’s
deferred compensation plans. Such investments are based upon the employees’ investment elections in their deemed accounts in the Executive Capital Accumulation Plan
and similar plans in Asia Pacific and Canada (“ECAP”) from a pre-determined set of securities and the Company invests in marketable securities to mirror these elections.
These investments are recorded at fair value with the change in value in the period being reflected in the consolidated statements of income and are classified as marketable
securities in the accompanying consolidated balance sheets. The investments that the Company may sell within the next twelve months are carried as current assets.
Realized gains (losses) on marketable securities are determined by specific identification. Interest is recognized on an accrual basis; dividends are recorded as earned on
the ex-dividend date. Interest, dividend income and the changes in fair value in marketable securities are recorded in the accompanying consolidated statements of income
in other income, net.

Fair Value of Financial Instruments

Fair value is the price the Company would receive to sell an asset or transfer a liability (exit price) in an orderly transaction between market participants. For those assets and
liabilities recorded or disclosed at fair value, the Company determines the fair value based upon the quoted market price, if available. If a quoted market price is not available
for identical assets, the fair value is based upon the quoted market price of similar assets. The fair values are assigned a level within the fair value hierarchy as defined
below:

▪ Level 1: Observable inputs such as quoted prices (unadjusted) in active markets that are accessible at the measurement date for identical, unrestricted assets or
liabilities.

▪ Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly. These include quoted prices for similar assets or
liabilities in active markets and quoted prices for identical or similar assets or liabilities in markets that are not active.

▪ Level 3: Unobservable inputs that reflect the reporting entity’s own assumptions.

As of January 31, 2019 and April 30, 2018, the Company held certain assets that are required to be measured at fair value on a recurring basis. These included cash, cash
equivalents, accounts receivable, marketable securities, foreign currency forward contracts and an interest rate swap. The carrying amount of cash, cash equivalents and
accounts receivable approximates fair value due to the short-term maturity of these instruments. The fair values of marketable securities are obtained from quoted market
prices, and the fair values of foreign currency forward contracts and the interest rate swap are obtained from a third party, which are based on quoted prices or market prices
for similar assets and financial instruments.

Derivative Financial Instruments

 The Company has entered into an interest rate swap agreement to effectively convert its variable debt to a fixed-rate basis. The principal objective of these contracts is to
eliminate or reduce the variability of the cash flows in interest payments associated with the Company’s long-term debt, thus reducing the impact of interest rate changes on
future interest payment cash flows. The Company has determined that the interest rate swap qualifies as a cash flow hedge in accordance with Accounting Standards
Codification 815, Derivatives and Hedging (“ASC 815”). Changes in the fair value of an interest rate swap agreement designated as a cash flow hedge are recorded as a
component of accumulated other comprehensive (loss) income within stockholders’ equity and are amortized to interest expense over the term of the related debt.

Foreign Currency Forward Contracts Not Designated as Hedges

The Company has established a program that primarily utilizes foreign currency forward contracts to offset the risks associated with the effects of certain foreign currency
exposures primarily originating from intercompany balances due to cross border work performed in the ordinary course of business. These foreign currency forward contracts
are neither used for trading purposes nor are they designated as hedging instruments pursuant to ASC 815. Accordingly, the fair value of these contracts is recorded as of
the end of the reporting period in the accompanying consolidated balance sheets, while the change in fair value is recorded to the accompanying consolidated statements of
income.

Business Acquisitions

 Business acquisitions are accounted for under the acquisition method. The acquisition method requires the reporting entity to identify the acquirer, determine the acquisition
date, recognize and measure the identifiable assets acquired, the liabilities assumed and any noncontrolling interest in the acquired entity, and recognize and measure
goodwill or a gain from the purchase. The acquiree’s results are included in the Company’s consolidated financial statements from the date of acquisition. Assets acquired
and liabilities assumed are recorded at their fair values and the excess of the purchase price over the amounts assigned is recorded as goodwill, or if the fair value of the
assets acquired exceeds the purchase price consideration, a bargain purchase gain is recorded. Adjustments to fair value assessments are generally recorded to goodwill
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over the measurement period (not longer than twelve months). The acquisition method also requires that acquisition-related transaction and post-acquisition restructuring
costs be charged to expense as committed and requires the Company to recognize and measure certain assets and liabilities including those arising from contingencies and
contingent consideration in a business combination.

Goodwill and Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of assets acquired. The goodwill impairment test compares the fair value of a reporting unit with its
carrying amount, including goodwill. If the carrying amount of a reporting unit exceeds its fair value, goodwill of the reporting unit would be considered impaired. To measure
the amount of the impairment loss, the implied fair value of a reporting unit’s goodwill is compared to the carrying amount of that goodwill. The implied fair value of goodwill is
determined in the same manner as the amount of goodwill recognized in a business combination. If the carrying amount of a reporting unit’s goodwill exceeds the implied fair
value of that goodwill, an impairment loss is recognized in an amount equal to that excess. For each of these tests, the fair value of each of the Company’s reporting units is
determined using a combination of valuation techniques, including a discounted cash flow methodology. To corroborate the discounted cash flow analysis performed at each
reporting unit, a market approach is utilized using observable market data such as comparable companies in similar lines of business that are publicly traded or which are
part of a public or private transaction (to the extent available). Results of the annual impairment test performed as of January 31, 2018, indicated that the fair value of each
reporting unit exceeded its carrying amount and no reporting units were at risk of failing the impairment test. As a result, no impairment charge was recognized. The
Company’s annual impairment test will be performed in the fourth quarter of fiscal 2019. There was no indication of potential impairment as of January 31, 2019 and April 30,
2018 that would have required further testing.

Intangible assets primarily consist of customer lists, non-compete agreements, proprietary databases and IP. Intangible assets are recorded at their estimated fair value at
the date of acquisition and are amortized in a pattern in which the asset is consumed if that pattern can be reliably determined, or using the straight-line method over their
estimated useful lives which range from one to 24 years. For intangible assets subject to amortization, an impairment loss is recognized if the carrying amount of the
intangible assets is not recoverable and exceeds fair value. The carrying amount of the intangible assets is considered not recoverable if it exceeds the sum of the
undiscounted cash flows expected to result from use of the asset. Intangible assets with indefinite lives are not amortized, but are reviewed annually for impairment or more
frequently whenever events or changes in circumstances indicate that the fair value of the asset may be less than its carrying amount. As of January 31, 2019 and April 30,
2018, there were no further indicators of impairment with respect to the Company’s intangible assets, with the exception of the intangible asset impairment charge discussed
below.

As described above, on June 12, 2018, the Company’s Board of Directors voted to approve the Plan. This integrated go-to-market approach was a key driver in our fee
revenue growth in fiscal 2018, which led to the decision to further integrate our go-to-market activities under one master brand — Korn Ferry. As a result, the Company
discontinued the use of all sub-brands. Two of the Company’s sub-brands, Hay Group and Lominger, came to Korn Ferry through acquisitions. In connection with the
accounting for these acquisitions, $106.6 million of the purchase price was allocated to indefinite-lived tradename intangible assets. As a result of the decision to discontinue
their use, the Company took a non-cash intangible asset impairment charge of $106.6 million during the nine months ended January 31, 2019, recorded in general and
administrative expenses. No impairment charge was recorded during the three months ended January 31, 2019.

Compensation and Benefits Expense

Compensation and benefits expense in the accompanying consolidated statements of income consist of compensation and benefits paid to consultants (employees who
originate business), executive officers and administrative and support personnel. The most significant portions of this expense are salaries and the amounts paid under the
annual performance-related bonus plan to employees. The portion of the expense applicable to salaries is comprised of amounts earned by employees during a reporting
period. The portion of the expenses applicable to annual performance-related bonuses refers to the Company’s annual employee performance-related bonus with respect to
a fiscal year, the amount of which is communicated and paid to each eligible employee following the completion of the fiscal year.

 Each quarter, management makes its best estimate of its annual performance-related bonuses, which requires management to, among other things, project annual
consultant productivity (as measured by engagement fees billed and collected by executive search consultants and revenue and other performance/profitability metrics for
Advisory and RPO & Professional Search consultants), the level of engagements referred by a consultant in one line of business to a different line of business, and Company
performance including profitability, competitive forces and future economic conditions and their impact on the Company’s results. At the end of each fiscal year, annual
performance-related bonuses take into account final individual consultant productivity (including referred work), Company/line of business results including profitability, the
achievement of strategic objectives and the results of individual performance appraisals, and the current economic landscape. Accordingly, each quarter the Company
reevaluates the assumptions used to estimate annual performance related bonus liability and
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adjusts the carrying amount of the liability recorded on the consolidated balance sheet and reports any changes in the estimate in current operations.

Because annual performance-based bonuses are communicated and paid only after the Company reports its full fiscal year results, actual performance-based bonus
payments may differ from the prior year’s estimate. Such changes in the bonus estimate historically have been immaterial and are recorded in current operations in the
period in which they are determined. The performance-related bonus expense was $202.4 million and $155.2 million during the nine months ended January 31, 2019 and
2018, respectively, included in compensation and benefits expense in the consolidated statements of income. During the three months ended January 31, 2019 and 2018,
the performance-related bonus expense was $59.5 million and $56.8 million, respectively.

Other expenses included in compensation and benefits expense are due to changes in deferred compensation and pension plan liabilities, changes in cash surrender value
(“CSV”) of company-owned life insurance (“COLI”) contracts, amortization of stock compensation awards, payroll taxes and employee insurance benefits. Unearned
compensation on the consolidated balance sheets includes long-term retention awards that are generally amortized over four-to-five years.

Restructuring Charges, Net

The Company accounts for its restructuring charges as a liability when the obligations are incurred and records such charges at fair value. Such charges include one-time
employee termination benefits and the cost to terminate an office lease including remaining lease payments. Changes in the estimates of the restructuring charges are
recorded in the period the change is determined.

Stock-Based Compensation

The Company has employee compensation plans under which various types of stock-based instruments are granted. These instruments principally include restricted stock
units, restricted stock and an Employee Stock Purchase Plan (“ESPP”). The Company recognizes compensation expense related to restricted stock units, restricted stock
and the estimated fair value of stock purchases under the ESPP on a straight-line basis over the service period for the entire award.

Reclassifications

Certain reclassifications have been made to the amounts in prior periods in order to conform to the current period’s presentation.

Recently Adopted Accounting Standards

In May 2014, the Financial Accounting Standards Board (“FASB”) issued ASC 606, which superseded revenue recognition requirements regarding contracts with customers
to transfer goods or services or for the transfer of nonfinancial assets. Under this guidance, entities are required to recognize revenue that depicts the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. The transfer is
considered to occur when the customer obtains control of the goods or services delivered. The guidance provides a five-step analysis to be performed on transactions to
determine when and how revenue is recognized. The new guidance became effective for fiscal years and interim periods within those annual years beginning after December
15, 2017. The Company adopted ASC 606 in its fiscal year beginning May 1, 2018 using the modified retrospective transition method with respect to those contracts still
outstanding and not completed as of May 1, 2018.

The Company recognized the cumulative effect of initially applying the new guidance as an adjustment to the opening balance of retained earnings. The comparative periods
have not been restated and continue to be reported under the revenue accounting standards in effect for those periods. As a result of the adoption, the Company recorded
an increase to retained earnings of $6.7 million, net of tax as of May 1, 2018 due to the cumulative impact of adopting ASC 606. The change in total assets was recorded to
unbilled receivables which is included in receivables due from clients; the changes in total liabilities was recorded to income taxes payable, deferred tax liabilities and
deferred revenue, which is included in other accrued liabilities.

The following table summarizes the effect of changes made to our consolidated balance sheet at May 1, 2018:

      Adjustments      
  April 30, 2018   due to ASC 606   May 1, 2018  
  (in thousands)  
Total assets  $ 2,287,914   $ 3,496   $ 2,291,410  
Total liabilities  $ 1,068,299   $ (3,160 )  $ 1,065,139  
Total stockholders’ equity  $ 1,219,615   $ 6,656   $ 1,226,271
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  The adjustments primarily relate to uptick revenue (uptick revenue occurs when a placement’s actual compensation is higher than the original estimated compensation) and
certain Korn Ferry products that are now considered Functional IP. Under the new standard, uptick revenue is considered variable consideration and estimated at contract
inception using the expected value method and recognized over the service period. Previously, the Company recognized uptick revenue as the amount became fixed or
determinab le. Under the new standard, certain products are now considered Functional IP as delivery of IP content fulfills the performance obligation, and revenue is
recognized upon delivery and when an enforceable right to payment exists. Previously these products were considered term licenses and revenue was recognized ratably
over the contract term.

In August 2016, the FASB issued guidance on the classification of certain cash receipts and cash payments in the statement of cash flows. The new guidance provides
clarification on specific cash flow issues regarding presentation and classification in the statement of cash flows with the objective of reducing the existing diversity in
practice. The amendments in this update are effective for reporting periods beginning after December 15, 2017 and were adopted by the Company effective May 1, 2018.
The adoption of this guidance did not have an impact on the Company’s consolidated financial statements.

In January 2017, the FASB issued guidance that clarifies the definition of a business. The new guidance assists a company when evaluating whether transactions should be
accounted for as acquisitions (disposals) of assets or businesses. The provisions of the guidance require that if the fair value of the gross assets acquired (or disposed of) is
substantially concentrated in a single identifiable asset or a group of similar identifiable assets, then it is not a business. The provisions of the guidance are to be applied
prospectively. The provisions of the guidance are effective for annual years beginning after December 15, 2017 and were adopted by the Company effective May 1, 2018.
The adoption of this guidance did not have an impact on the Company’s consolidated financial statements.

In March 2017, the FASB issued guidance that changes the presentation of net periodic pension cost and net periodic postretirement benefit cost. The new guidance will
change the presentation of net periodic benefit cost related to employer-sponsored defined benefit plans and other postretirement benefits. Service cost will be included
within the same income statement line item as other compensation costs arising from services rendered during the period, while other components of net periodic benefit
pension cost will be presented separately outside of operating income. Additionally, only service costs may be capitalized in assets. This pronouncement is effective for
annual reporting periods beginning after December 15, 2017 and was adopted by the Company effective May 1, 2018. The change to the consolidated statements of income
has been reflected on a retrospective basis and had no effect on net income. Prior period amounts were revised, which resulted in a decrease in compensation expense and
other income of $3.6 million and $0.5 million, respectively, and an increase in interest expense of $3.1 million, in the nine months ended January 31, 2018. During the three
months ended January 31, 2018, prior period amounts were revised, which resulted in a decrease in compensation expense and other income of $1.2 million and $0.2
million, respectively, and an increase in interest expense of $1.0 million (see Note 6—Deferred Compensation and Retirement Plans).

In May 2017, the FASB issued guidance clarifying the scope of modification accounting for stock compensation. The new standard provides guidance about which changes to
the terms or conditions of a share-based payment award require an entity to apply modification accounting in Topic 718. This pronouncement is effective for annual reporting
periods beginning after December 15, 2017 and was adopted by the Company effective May 1, 2018. The adoption of this guidance did not have an impact on the
Company’s consolidated financial statements. Any future impact of this guidance will be dependent on future modification including the number of awards modified.

  In February 2018, the FASB issued guidance that provides companies the option to reclassify stranded tax effects from accumulated other comprehensive (loss) income to
retained earnings. The new guidance requires companies to disclose whether they decided to reclassify the income tax effects of   the Tax Cuts and Jobs Act of 2017 (the
“Tax Act”) from accumulated other comprehensive income (loss) to retained earnings. The guidance is effective for annual reporting periods beginning after December 15,
2018, but early adoption is permitted. The Company early adopted effective May 1, 2018, upon the adoption of this guidance we recorded an increase of $2.2 million to
retained earnings due to the reclassification from accumulated other comprehensive (loss) income to retained earnings in the period of adoption.

Recently Proposed Accounting Standards — Not Yet Adopted

In February 2016, the FASB issued guidance on accounting for leases that generally requires all leases to be recognized on the consolidated balance sheet. The provisions
of the guidance are effective for fiscal years beginning after December 15, 2018 and early adoption is permitted. The Company plans to adopt this guidance in fiscal year
beginning May 1, 2019. The provisions of the guidance are to be applied using a modified retrospective approach. On July 30, 2018, the FASB issued an amendment that
allows entities to apply the provisions at the effective date without adjusting comparative periods. The Company is still evaluating the effect this guidance will have on the
consolidated financial statements. Based on our initial assessment, the Company expects that upon adoption it will report an increase in assets and liabilities on our
consolidated balance sheet as a result of recognizing right-of-use assets and lease liabilities related to lease agreements.
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 In January 2017, the FASB issued guidance simplifying the test for goodwill impairment. The new guidance simplifies the test for goodwill impairment by removing Step 2
from the goodwill impairment test. Companies will now perform the goodwill impairment test by comparing the fair value of a reporting unit with its carrying amount,
recognizing an impairment charge for the amount by which the carrying amount exceeds the reporting unit’s fair value not to exceed the total amount of goodwill allocated to
that reporting unit. An entity still has the option to perform the qualitative assessment for a reporting unit to determine if the quantitative impairment test is necessary. The
amendments of this standard are effective for goodwill impairment tests in fiscal years beginning after December 15, 2019, with early adoption permitted for goodwill
impairment tests performed after January 1, 2017. The Company is evaluating the adoption timeline and the effects that the standard will have on the consolidated financial
statements.

In August 2017, the FASB issued guidance amending and simplifying accounting for hedging activities. The new guidance will refine and expand strategies that qualify for
hedge accounting and simplify the application of hedge accounting in certain situations. The amendments of this standard are effective for fiscal years beginning after
December 15, 2018. The Company will adopt this guidance in its fiscal year beginning May 1, 2019. The Company is currently evaluating the impact of adopting this
guidance.

In August 2018, the FASB issued guidance amending the disclosure requirements for fair value measurements. The amendment removes and modifies disclosures that are
currently required and adds additional disclosures that are deemed relevant. The amendments of this standard are effective for fiscal years beginning after December 15,
2019. The Company will adopt this guidance in its fiscal year beginning May 1, 2020. The Company is currently evaluating the impact of adopting this guidance.

In August 2018, the FASB issued guidance amending accounting for internal-use software. The new guidance will align the requirements for capitalizing implementation
costs incurred in a hosting arrangement that is a service contract with developing or obtaining internal-use software. The amendments of this standard are effective for fiscal
years ending after December 15, 2019 with early adoption permitted. The Company will adopt this guidance in its fiscal year beginning May 1, 2020. The Company is
currently evaluating the impact of adopting this guidance.

In August 2018, the FASB issued guidance amending and modifying the disclosure requirements for employers that sponsor defined benefit pension or other postretirement
pension plans. The amendment removes disclosures to pension plans and other postretirement benefit plans that are no longer considered beneficial and adds disclosure
requirements deemed relevant. The amendments of this standard are effective for fiscal years ending after December 15, 2020. The Company will adopt this guidance in its
fiscal year beginning May 1, 2021. The Company is currently evaluating the impact of adopting this guidance.

2. Basic and Diluted Earnings Per Share
Accounting Standards Codification 260, Earnings Per Share, requires companies to treat unvested share-based payment awards that have non-forfeitable rights to dividends
prior to vesting as a separate class of securities in calculating earnings per share. The Company has granted and expects to continue to grant to certain employees under its
restricted stock agreements, grants that contain non-forfeitable rights to dividends. Such grants are considered participating securities. Therefore, the Company is required to
apply the two-class method in calculating earnings per share. The two-class method of computing earnings per share is an earnings allocation formula that determines
earnings per share for each class of common stock and participating security according to dividends declared (or accumulated) and participation rights in undistributed
earnings. The dilutive effect of participating securities is calculated using the more dilutive of the treasury method or the two-class method.

Basic earnings per common share was computed using the two-class method by dividing basic net earnings attributable to common stockholders by the weighted-average
number of common shares outstanding. Diluted earnings per common share was computed using the two-class method by dividing diluted net earnings attributable to
common stockholders by the weighted-average number of common shares outstanding plus dilutive common equivalent shares. Dilutive common equivalent shares include
all in-the-money outstanding options or other contracts to issue common stock as if they were exercised or converted. Financial instruments that are not in the form of
common stock, but when converted into common stock increase earnings per share are anti-dilutive and are not included in the computation of diluted earnings per share.

During the three and nine months ended January 31, 2019, restricted stock awards of 0.7 million and 0.6 million were outstanding, respectively, but not included in the
computation of diluted earnings per share because they were anti-dilutive. During the three and nine months ended January 31, 2018, restricted stock awards of 0.6 million
were outstanding, but not included in the computation of diluted earnings per share because they were anti-dilutive.
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 The following table summarizes basic and diluted earnings per common share attributable to common stockholders:

  
Three Months Ended

January 31,   
Nine Months Ended

January 31,  
  2019   2018   2019   2018  
  (in thousands, except per share data)  

Net income attributable to Korn Ferry  $ 44,964   $ 27,247   $ 52,387   $ 92,619  
Less: distributed and undistributed earnings to nonvested restricted stockholders   468    295    541    982  

Basic net earnings attributable to common stockholders   44,496    26,952    51,846    91,637  
Add: undistributed earnings to nonvested restricted stockholders   409    235    365    804  
Less: reallocation of undistributed earnings to nonvested restricted stockholders   405    232    359    793  

Diluted net earnings attributable to common stockholders  $ 44,500   $ 26,955   $ 51,852   $ 91,648  
                 
Weighted-average common shares outstanding:                 

Basic weighted-average number of common shares outstanding   55,233    55,252    55,358    55,479  
Effect of dilutive securities:                 

Restricted stock   516    738    799    744  
ESPP   4    4    24    7  
Stock options   —    3    —    6  

Diluted weighted-average number of common shares outstanding   55,753    55,997    56,181    56,236  
                 
Net earnings per common share:                 

Basic earnings per share  $ 0.81   $ 0.49   $ 0.94   $ 1.65  
Diluted earnings per share  $ 0.80   $ 0.48   $ 0.92   $ 1.63

 
3. Comprehensive Income
Comprehensive income is comprised of net income and all changes to stockholders’ equity, except those changes resulting from investments by stockholders (changes in
paid in capital) and distributions to stockholders (dividends) and is reported in the accompanying consolidated statements of comprehensive income. Accumulated other
comprehensive income (loss), net of taxes, is recorded as a component of stockholders’ equity.

The components of accumulated other comprehensive income (loss) were as follows:

  
January 31,

2019   
April 30,

2018  
  (in thousands)  

Foreign currency translation adjustments  $ (53,455 )  $ (32,399 )
Deferred compensation and pension plan adjustments, net of tax   (10,650 )   (9,073 )
Interest rate swap unrealized gain, net of taxes   834    1,337  

Accumulated other comprehensive loss, net  $ (63,271 )  $ (40,135 )

 
The following table summarizes the changes in each component of accumulated other comprehensive income (loss) for the three months ended January 31, 2019:
 

  

Foreign
Currency

Translation   

Deferred
Compensation
and Pension

Plan (1)   

Unrealized
(Losses) Gains

on
Interest Rate

Swap (2)   

Accumulated
Other

Comprehensive
Income (Loss)  

  (in thousands)  
Balance as of October 31, 2018  $ (59,472 )  $ (10,923 )  $ 1,814   $ (68,581 )
Unrealized gains (losses) arising during the period   6,017    —    (880 )   5,137  
Reclassification of realized net losses (gains) to net income   —    273    (100 )   173  
Balance as of January 31, 2019  $ (53,455 )  $ (10,650 )  $ 834   $ (63,271 )
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 The following table summarizes the changes in each component of accumulated other comprehensive (loss) income for the nine months ended January 31, 2019:
 

  

Foreign
Currency

Translation   

Deferred
Compensation
and Pension

Plan (1)   

Unrealized
(Losses) Gains

on
Interest Rate

Swap (2)   

Accumulated
Other

Comprehensive
Income (Loss)  

  (in thousands)  
Balance as of April 30, 2018  $ (32,399 )  $ (9,073 )  $ 1,337   $ (40,135 )
Unrealized losses arising during the period   (21,056 )   —    (538 )   (21,594 )
Reclassification of realized net losses (gains) to net income   —    819    (164 )   655  
Effect of adoption of accounting standard   —    (2,396 )   199    (2,197 )
Balance as of January 31, 2019  $ (53,455 )  $ (10,650 )  $ 834   $ (63,271 )
 

(1) The tax effect on the reclassifications of realized net losses was $0.1 million and $0.3 million for the three and nine months ended January 31, 2019, respectively.

(2) The tax effect on unrealized losses was $0.3 million and $0.2 million for the three and nine months ended January 31, 2019, respectively. The tax effect on the reclassification of
realized net gains to net income was $0.1 million for the nine months ended January 31, 2019.

The following table summarizes the changes in each component of accumulated other comprehensive income (loss), net for the three months ended January 31, 2018:

  

Foreign
Currency

Translation   

Deferred
Compensation
and Pension

Plan (1)   

Unrealized
(Losses) Gains on

Interest Rate
Swap (2)   

Accumulated
Other

Comprehensive
Income (Loss)  

  (in thousands)  
Balance as of October 31, 2017  $ (43,294 )  $ (14,423 )  $ (185 )  $ (57,902 )
Unrealized gains arising during the period   17,793    —    973    18,766  
Reclassification of realized net losses to net income   —    361    104    465  
Balance as of January 31, 2018  $ (25,501 )  $ (14,062 )  $ 892   $ (38,671 )
 

The following table summarizes the changes in each component of accumulated other comprehensive income (loss), net for the nine months ended January 31, 2018:

  

Foreign
Currency

Translation   

Deferred
Compensation
and Pension

Plan (1)   

Unrealized
(Losses) Gains

on
Interest Rate

Swap (2)   

Accumulated
Other

Comprehensive
Income (Loss)  

   (in thousands)  
Balance as of April 30, 2017  $ (55,359 )  $ (15,127 )  $ (578 )  $ (71,064 )
Unrealized gains arising during the period   29,858    —    1,061    30,919  
Reclassification of realized net losses to net income   —    1,065    409    1,474  
Balance as of January 31, 2018  $ (25,501 )  $ (14,062 )  $ 892   $ (38,671 )
________
(1)  The tax effect on the reclassifications of realized net losses was $0.2 million and $0.7 million for the three and nine months ended January 31, 2018, respectively.

(2) The tax effect on unrealized gains was $0.6 million and $0.6 million for the three and nine months ended January 31, 2018, respectively. The tax effect on the reclassification of
realized net losses to net income was $0.1 million and $0.3 million for the three and nine months ended January 31, 2018, respectively.
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 4. Employee Stock Plans
Stock-Based Compensation
The following table summarizes the components of stock-based compensation expense recognized in the Company’s consolidated statements of income for the periods
indicated:
 

  
Three Months Ended

January 31,   
Nine Months Ended

January 31,  
  2019   2018   2019   2018  

  (in thousands)  
Restricted stock  $ 5,413   $ 5,263   $ 17,083   $ 14,977  
ESPP   246    254    945    823  

Total stock-based compensation expense  $ 5,659   $ 5,517   $ 18,028   $ 15,800
 
Stock Incentive Plans
At the Company’s 2016 Annual Meeting of Stockholders, held on October 6, 2016, the Company’s stockholders approved an amendment and restatement to the Korn Ferry
Amended and Restated 2008 Stock Incentive Plan (the 2016 amendment and restatement being “The Third A&R 2008 Plan”), which among other things, increased the
number of shares under the plan by 5,500,000 shares, increasing the current maximum number of shares that may be issued under the plan to 11,200,000 shares, subject to
certain changes in the Company’s capital structure and other extraordinary events. The Third A&R 2008 Plan provides for the grant of awards to eligible participants,
designated as either nonqualified or incentive stock options, restricted stock and restricted stock units, any of which may be performance-based or market-based, and
incentive bonuses, which may be paid in cash or stock or a combination thereof. Under the Third A&R 2008 Plan, the ability to issue full-value awards is limited by requiring
full-value stock awards to count 2.3 times as much as stock options.

Restricted Stock
The Company grants time-based restricted stock awards to executive officers and other senior employees generally vesting over a four-year period. In addition, certain key
management members typically receive time-based restricted stock awards upon commencement of employment and may receive them annually in conjunction with the
Company’s performance review. Time-based restricted stock awards are granted at a price equal to fair value, which is determined based on the closing price of the
Company’s common stock on the grant date. The Company recognizes compensation expense for time-based restricted stock awards on a straight-line basis over the
vesting period.

The Company also grants market-based and performance-based restricted stock units to executive officers and other senior employees. The market-based units vest after
three years depending upon the Company’s total stockholder return over the three-year performance period relative to other companies in its selected peer group. The fair
value of these market-based restricted stock units are determined by using extensive market data that is based on historical Company and peer group information. The
Company recognizes compensation expense for market-based restricted stock units on a straight-line basis over the vesting period.

Performance-based restricted stock units vest after three years depending upon the Company meeting certain objectives that are set at the time the restricted stock unit is
issued. Performance-based restricted stock units are granted at a price equal to the fair value, which is determined based on the closing price of the Company’s common
stock on the grant date. At the end of each reporting period, the Company estimates the number of restricted stock units expected to vest, based on the probability that
certain performance objectives will be met, be exceeded, or fall below target levels, and the Company takes into account these estimates when calculating the expense for
the period. As of January 31, 2019, no performance-based shares were outstanding.

Restricted stock activity during the nine months ended January 31, 2019 is summarized below:

  Shares   

Weighted-
Average Grant
Date Fair Value  

  (in thousands, except per share data)  
Non-vested, April 30, 2018   1,730   $ 33.45  

Granted   665   $ 40.86  
Vested   (889 )  $ 36.44  
Forfeited/expired   (32 )  $ 31.96  

Non-vested, January 31, 2019   1,474   $ 38.33
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 As of January 31, 2019, there were 0.6 million shares outstanding relating to market-based restricted stock units with total unrecognized compensation totaling $12.9 million.

As of January 31, 2019, there was $39.9 million of total unrecognized compensation cost related to all non-vested awards of restricted stock, which is expected to be
recognized over a weighted-average period of 2.5 years. During the three and nine months ended January 31, 2019, 150,227 shares and 352,730 shares of restricted stock
totaling $7.3 million and $20.5 million, respectively, were repurchased by the Company, at the option of the employee, to pay for taxes related to vesting of restricted stock.
During the three and nine months ended January 31, 2018, 4,653 shares and 105,024 shares of restricted stock totaling $0.2 million and $3.6 million, respectively, were
repurchased by the Company, at the option of employees, to pay for taxes related to vesting of restricted stock.

Employee Stock Purchase Plan
The Company has an ESPP that, in accordance with Section 423 of the Internal Revenue Code, allows eligible employees to authorize payroll deductions of up to 15% of
their salary to purchase shares of the Company’s common stock at 85% of the fair market price of the common stock on the last day of the enrollment period. Employees may
not purchase more than $25,000 in stock during any calendar year. The maximum number of shares that may be issued under the ESPP is 3.0 million shares. During the
three and nine months ended January 31, 2019, employees purchased 94,193 shares at $33.61 per share and 169,299 shares at $42.05 per share, respectively. During the
three and nine months ended January 31, 2018, employees purchased 82,464 shares at $35.17 per share and 198,749 shares at $31.77 per share, respectively. As of
January 31, 2019, the ESPP had approximately 1.0 million shares remaining available for future issuance.

Common Stock
During the nine months ended January 31, 2019 and 2018, the Company issued 6,720 shares and 41,075 shares of common stock, respectively, because of the exercise of
stock options, with cash proceeds from the exercise of $0.2 million and $0.6 million, respectively. No stock options were exercised during the three months ended January
31, 2019 and 2018.

During the three and nine months ended January 31, 2019, the Company repurchased (on the open market or privately negotiated transactions) 352,800 shares and 809,074
shares of the Company’s common stock for $14.7 million and $37.4 million, respectively. During the three and nine months ended January 31, 2018, the Company
repurchased (on the open market or privately negotiated transactions) 80,800 shares and 974,079 shares of the Company’s common stock for $3.3 million and $32.6 million,
respectively.

5. Financial Instruments
  The following tables show the Company’s financial instruments and balance sheet classification as of January 31, 2019 and April 30, 2018:

  January 31, 2019  
  Fair Value Measurement   Balance Sheet Classification  

  Cost   
Unrealized

Gains   
Unrealized

Losses   
Fair

Value   

Cash and
Cash

Equivalents   

Marketable
Securities,

Current   

Marketable
Securities,

Non-
current   

Income
Taxes &

Other
Receivables  

  (in thousands)  
Level 1:                                 

Cash  $ 468,275   $ —   $ —   $ 468,275   $ 468,275   $ —   $ —   $ —  
Money market funds   21,234    —    —    21,234    21,234    —    —    —  
Mutual funds (1)   133,857    3,392    (3,885 )   133,364    —    6,414    126,950    —  

Total  $ 623,366   $ 3,392   $ (3,885 )  $ 622,873   $ 489,509   $ 6,414   $ 126,950   $ —  
                                 
Level 2:                                 

Foreign currency forward contracts  $ —   $ 1,633   $ (683 )  $ 950   $ —   $ —   $ —   $ 950  
Interest rate swap  $ —   $ 1,128   $ —   $ 1,128   $ —   $ —   $ —   $ 1,128
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  April 30, 2018  
   Fair Value Measurement   Balance Sheet Classification  

  Cost   
Unrealized

Gains   
Unrealized

Losses   
Fair

Value   

Cash and
Cash

Equivalents   

Marketable
Securities,

Current   

Marketable
Securities,

Non-
current   

Income
Taxes &

Other
Receivables  

  (in thousands)  
Level 1:                                 

Cash  $ 519,818   $ —   $ —   $ 519,818   $ 519,818   $ —   $ —   $ —  
Money market funds   1,030    —    —    1,030    1,030    —    —    —  
Mutual funds (1)   127,077    11,040    (1,032 )   137,085    —    14,293    122,792    —  

Total  $ 647,925   $ 11,040   $ (1,032 )  $ 657,933   $ 520,848   $ 14,293   $ 122,792   $ —  
                                 
Level 2:                                 

Foreign currency forward contracts  $ —   $ 1,778   $ (1,025 )  $ 753   $ —   $ —   $ —   $ 753  
Interest rate swap  $ —   $ 2,076   $ —   $ 2,076   $ —   $ —   $ —   $ 2,076

 

(1) These investments are held in trust for settlement of the Company’s vested obligations of $116.2 million and $118.2 million as of January 31, 2019 and April 30, 2018, respectively,
under the ECAP (see Note 6 — Deferred Compensation and Retirement Plans). Unvested obligations under the deferred compensation plans totaled $23.8 million and $29.5 million
as of January 31, 2019 and April 30, 2018, respectively. During the three and nine months ended January 31, 2019, the fair value of the investments increased; therefore, the
Company recognized a gain of $2.2 million and $1.3 million, respectively, which was recorded in other income, net. During the three and nine months ended January 31, 2018, the
fair value of the investments increased; therefore, the Company recognized income of $7.2 million and $14.0 million, respectively, which was recorded in other income, net.

Investments in marketable securities are based upon investment selections the employee elects from a pre-determined set of securities in the ECAP and the Company
invests in marketable securities to mirror these elections. As of January 31, 2019 and April 30, 2018, the Company’s investments in marketable securities consist of mutual
funds for which market prices are readily available.

Designated Derivatives - Interest Rate Swap Agreement
 In March 2017, the Company entered into an interest rate swap contract with a notional amount of $129.8 million, to hedge the variability to changes in cash flows
attributable to interest rate risks caused by changes in interest rates related to its variable rate debt. The Company has designated the swap as a cash flow hedge. As of
January 31, 2019, the notional amount was $110.0 million. The interest rate swap agreement matures on June 15, 2021, and locks the interest rates on a portion of the debt
outstanding at 1.919%, exclusive of the credit spread on the debt.

The fair value of the derivative designated as a cash flow hedge instrument is as follows:

  
January 31,

2019   
April 30,

2018  
  (in thousands)  

Derivative asset:         
Interest rate swap contract  $ 1,128   $ 2,076

During the three and nine months ended January 31, 2019, the Company recognized the following gains and losses on the interest rate swap:

 
 

Three Months Ended
January 31,   

Nine Months Ended
January 31,  

  2019   2018   2019   2018  
  (in thousands)  
(Losses) gains recognized in other comprehensive income (net of tax effects of ($309), $553,
($189), and $609, respectively)  $ (880 )  $ 973   $ (538 )  $ 1,061  
Gains (losses) reclassified from accumulated other comprehensive income into interest expense,
net  $ 135   $ (167 )  $ 221   $ (667 )

As the critical terms of the hedging instrument and the hedged forecasted transaction are the same, the Company has concluded that the changes in the fair value or cash
flows attributable to the risk being hedged are expected to completely offset at inception and on an ongoing basis.

We estimate that $0.6 million of derivative gains included in accumulated other comprehensive income as of January 31, 2019 will be reclassified into interest expense, net
within the following 12 months. The cash flows related to the interest rate swap contract are included in net cash provided by operating activities.

18



KORN FERRY AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENTS

January 31, 2019 (continued)
 
 Foreign Currency Forward Contracts Not Designated as Hedges
The fair value of derivatives not designated as hedge instruments are as follows:

  
January 31,

2019   
April 30,

2018  
  (in thousands)  

Derivative assets:         
Foreign currency forward contracts  $ 1,633   $ 1,778  

Derivative liabilities:         
Foreign currency forward contracts  $ 683   $ 1,025

 
As of January 31, 2019, the total notional amounts of the forward contracts purchased and sold were $48.4 million and $45.9 million, respectively. As of April 30, 2018, the
total notional amounts of the forward contracts purchased and sold were $80.8 million and $78.5 million, respectively. The Company recognizes forward contracts as a net
asset or net liability on the consolidated balance sheets as such contracts are covered by a master netting agreement. During the three and nine months ended January 31,
2019, the Company incurred gains of $0.7 million and $0.6 million, respectively, which were recorded in general and administrative expenses in the accompanying
consolidated statements of income. These gains offset foreign currency losses that result from transactions denominated in a currency other than the Company’s functional
currency. During the three and nine months ended January 31, 2018, the company incurred losses of $1.9 million and $4.2 million, respectively, which were recorded in
general and administrative expenses in the accompanying consolidated statements of income. These foreign currency losses offset foreign currency gains that result from
transactions denominated in a currency other than the Company’s functional currency. The cash flows related to foreign currency forward contracts are included in net cash
used in operating activities.

6. Deferred Compensation and Retirement Plans
The Company has several deferred compensation and retirement plans for eligible consultants and vice presidents that provide defined benefits to participants based on the
deferral of current compensation or contributions made by the Company subject to vesting and retirement or termination provisions. Among these plans is a defined benefit
pension plan for certain employees in the United States. The assets of this plan are held separately from the assets of the sponsor in self-administered funds. All other
defined benefit obligations from other plans are unfunded.

The components of net periodic benefit costs are as follows:

  
Three Months Ended

January 31,   
Nine Months Ended

January 31,  
  2019   2018   2019   2018  
  (in thousands)  

Service cost  $ 4,538   $ 3,148   $ 12,716   $ 8,292  
Interest cost   1,330    1,045    3,956    3,110  
Amortization of actuarial loss   446    577    1,338    1,731  
Expected return on plan assets (1)   (392 )   (398 )   (1,176 )   (1,195 )
Net periodic service credit amortization   (77 )   —    (231 )   —  

Net periodic benefit costs (2)  $ 5,845   $ 4,372   $ 16,603   $ 11,938
 

(1) The expected long-term rate of return on plan assets is 6.25% and 6.50% for January 31, 2019 and 2018, respectively.

(2) The service cost, interest cost and the other components of net periodic benefit costs are included in compensation and benefits expense, interest expense, net and other income,
net, respectively, on the consolidated statements of income.

 The Company purchased COLI contracts insuring the lives of certain employees eligible to participate in the deferred compensation and pension plans as a means of setting
aside funds to cover such plans. The gross CSV of these contracts of $218.8 million and $186.8 million as of January 31, 2019 and April 30, 2018, respectively, is offset by
outstanding policy loans of $94.2 million and $66.7 million in the accompanying consolidated balance sheets as of January 31, 2019 and April 30, 2018, respectively. The
CSV value of the underlying COLI investments increased by $1.5  million and $4.5 million during the three and nine months ended January 31, 2019, respectively, and is
recorded as a decrease in compensation and benefits expense in the accompanying consolidated statements of income. The CSV value of the underlying COLI investments
increased by $1.8 million and $6.0 million during the three and nine months ended January 31, 2018, respectively, and is recorded as a decrease in compensation and
benefits expense in the accompanying consolidated statements of income.

 The Company’s ECAP is intended to provide certain employees an opportunity to defer salary and/or bonus on a pre-tax basis. In addition, the Company, as part of its
compensation philosophy, makes discretionary contributions into the ECAP and
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such contributions may be granted to key employees annually based on the employees’ performance. Certain key management may also receive Company ECAP
contributions upon commencement of employment. The Company amortizes these contributions on a straight-line basis over the service period, generally a four- to five-year
period. Participants have the ability to allocate their deferrals among a number of investment options and may receive their benefits at termination, retirement or “in service”
either in a lump sum or in quarterly installments over one to 15 years. The ECAP amounts that are expected to be paid to employees over the next 12 months are classified
as a current liability included in compensation and benefits payable on the accompanying balance sheet.

The ECAP is accounted for whereby the changes in the fair value of the vested amounts owed to the participants are adjusted with a corresponding charge (or credit) to
compensation and benefits costs. During the three and nine months ended January 31, 2019, deferred compensation liability increased; therefore, the Company recognized
an increase in compensation expense of $2.2 million and $2.0 million, respectively. Offsetting the increase in compensation and benefits expense was an increase in the fair
value of marketable securities (held in trust to satisfy obligations under the ECAP) of $2.2 million and $1.3 million during the three and nine months ended January 31, 2019,
respectively, recorded in other income, net on the consolidated statements of income. During the three and nine months ended January 31, 2018, deferred compensation
liability increased; therefore, the Company recognized an increase in compensation expense of $7.2 million and $14.4 million, respectively. Offsetting the increase in
compensation and benefits expense was an increase in the fair value of marketable securities (held in trust to satisfy obligations under the ECAP) of $7.2 million and $14.0
million during the three and nine months ended January 31, 2018, respectively, recorded in other income, net on the consolidated statements of income (see Note 5
—Financial Instruments).

7. Fee Revenue
Substantially all fee revenue is derived from fees for professional services related to executive and professional recruitment performed on a retained basis, recruitment
process outsourcing, talent and organizational advisory services and the sale of products, standalone or as part of a solution. The Company adopted ASC 606 in its fiscal
year beginning May 1, 2018 using the modified retrospective transition method applied to those contracts still outstanding and not completed as of May 1, 2018.

Effect of the Adoption of ASC 606
The impact of adoption to the balance sheet was immaterial.

Contract Balances
A contract asset (unbilled receivables) is recorded when the Company transfers control of products or services before there is an unconditional right to payment. A contract
liability (deferred revenue) is recorded when cash is received in advance of performance of the obligation. Deferred revenue represents the future performance obligations to
transfer control of products or services for which we have already received consideration. Deferred revenue is presented in other accrued liabilities on the consolidated
balance sheet.

The following table outlines our contract asset and liability balances as of January 31, 2019 and May 1, 2018:

  January 31, 2019   May 1, 2018  
   (in thousands)  

Contract assets (unbilled receivables)  $ 71,289   $ 65,164  
Contract liabilities (deferred revenue)  $ 114,266   $ 114,695
 

During the nine months ended January 31, 2019, we recognized revenue of $90.0 million that was included in the contract liabilities balance at the beginning of the period.

Performance Obligations
The Company has elected to apply the practical expedient to exclude the value of unsatisfied performance obligations for contracts with a duration of one year or less, which
applies to all executive search and professional search fee revenue. As of January 31, 2019, the aggregate transaction price allocated to the performance obligations that are
unsatisfied for contracts with an expected duration of greater than one year at inception was $528.9 million. Of the $528.9 million of remaining performance obligations, we
expect to recognize approximately $104.4 million as fee revenue in fiscal 2019, $241.8 million in fiscal 2020, $100.4 million in fiscal 2021 and the remaining $82.3 million in
fiscal 2022 and thereafter. However, this amount should not be considered an indication of the Company’s future revenue as contracts with an initial term of one year or less
are not included. Further, our contract terms and conditions allow for clients to increase or decrease the scope of services and such changes do not increase or decrease a
performance obligation until the Company has an enforceable right to payment.

20



KORN FERRY AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENTS

January 31, 2019 (continued)
 
 Disaggregation of Revenue
The Company disaggregates revenue by line of business and further by region for Executive Search. This information is presented in Note 9—Business Segments.

The following table provides further disaggregation of fee revenue by industry:

  Three Months Ended January 31,  
  2019   2018  
  Dollars   %   Dollars   %  
  (dollars in thousands)  
Industrial  $ 137,436    29.0 %  $ 134,512    30.1 %
Financial Services   86,397    18.2    74,044    16.6  
Life Sciences/ Healthcare   76,066    16.0    76,237    17.0  
Consumer Goods   74,007    15.6    72,229    16.1  
Technology   64,248    13.6    57,823    12.9  
Education/Non-Profit   29,083    6.1    30,019    6.7  
General   7,267    1.5    2,717    0.6  
Fee Revenue  $ 474,504    100.0 %  $ 447,581    100.0 %
                 
  Nine Months Ended January 31,  
  2019   2018  
  Dollars   %   Dollars   %  
  (dollars in thousands)  
Industrial  $ 419,559    29.2 %  $ 388,607    30.1 %
Financial Services   259,962    18.1    224,771    17.4  
Life Sciences/ Healthcare   239,891    16.7    214,771    16.6  
Consumer Goods   226,159    15.8    204,323    15.8  
Technology   188,088    13.1    165,893    12.8  
Education/Non-Profit   91,250    6.4    84,538    6.6  
General   10,368    0.7    8,950    0.7  
Fee Revenue  $ 1,435,277    100.0 %  $ 1,291,853    100.0 %
 

8. Income Taxes
  The provision for income tax was an expense of $15.4 million and $14.1  million in the three and nine months ended January 31, 2019, respectively. This reflects a 25.4%
and a 20.8% effective tax rate compared to the U.S. federal statutory rate of 21.0%. The Company recorded a tax benefit in the three months ended July 31, 2018 which was
largely due to the tradename impairment charge recorded in that quarter. The Company also recorded an excess tax benefit on vested stock-based awards in the three
months ended July 31, 2018 and January 31, 2019, both of which were discrete to those respective quarters. The excess tax benefit is the amount by which the Company’s
tax deduction for these awards, based on the fair market value of the awards on the date of vesting, exceeds the expense recorded in the Company’s financial statements
over the awards’ vesting period.

In accordance with Staff Accounting Bulletin No. 118 (“SAB 118”), we finalized our computation of the one-time transition tax on accumulated foreign earnings (the
“Transition Tax”) in the three months ended January 31, 2019.

The Tax Act also introduced a tax on Global Intangible Low-Taxed Income (“GILTI”) which first became effective for us in fiscal year 2019. The Company has elected to treat
taxes due on future U.S. inclusions in taxable income related to GILTI as an expense when incurred (the “period cost method”) as opposed to factoring such amounts in the
Company’s measurement of its deferred taxes (the “deferred method”).

Although the SAB 118 measurement period has closed, and the Company did not make any adjustments to its provisional estimates recorded in prior periods, further
technical guidance on a broad range of topics related to the Tax Act is expected. We will continue to recognize the effects of such guidance in the period in which it is issued.
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 9. Business Segments
The Company currently operates in three global businesses: Executive Search, Advisory and RPO & Professional Search. The Executive Search segment focuses on
recruiting board level, chief executive and other senior executive and general management positions, in addition to research-based interviewing and onboarding solutions, for
clients predominantly in the consumer goods, financial services, industrial, life sciences/healthcare and technology industries. Advisory assists clients synchronize strategy
and talent by addressing four fundamental needs: Organizational Strategy, Assessment and Succession, Leadership Development, and Rewards and Benefits, all
underpinned by a comprehensive array of world-leading IP, products and tools. RPO & Professional Search is a global industry leader in high-impact talent acquisition
solutions. Its portfolio of services includes global and regional RPO, project recruitment, individual professional search and consulting. The Executive Search business
segment is managed by geographic regional leaders and Advisory and RPO & Professional Search worldwide operations are managed by their Chief Executive Officers. The
Executive Search geographic regional leaders and the Chief Executive Officers of Advisory and RPO & Professional Search report directly to the Chief Executive Officer of
the Company. The Company also operates a Corporate segment to record global expenses of the Company.

The Company evaluates performance and allocates resources based on the Company’s chief operating decision maker’s review of (1) fee revenue and (2) adjusted earnings
before interest, taxes, depreciation and amortization (“Adjusted EBITDA”). To the extent that such charges occur, Adjusted EBITDA excludes restructuring charges,
integration/acquisition costs, certain separation costs and certain non-cash charges (goodwill, intangible asset and other than temporary impairment). The accounting policies
for the reportable segments are the same as those described in the summary of significant accounting policies, except the items described above are excluded from EBITDA
to arrive at Adjusted EBITDA.

Financial highlights by business segment are as follows:

  Three Months Ended January 31, 2019  
  Executive Search                  

  
North

America   EMEA   Asia Pacific   
Latin

America   Subtotal   Advisory   

RPO &
Professional

Search   Corporate   Consolidated  
  (in thousands)  

Fee revenue  $ 114,215   $ 45,940   $ 25,687   $ 7,554   $ 193,396   $ 201,502   $ 79,606   $ —   $ 474,504  
Total revenue  $ 117,725   $ 46,639   $ 26,046   $ 7,573   $ 197,983   $ 205,677   $ 82,512   $ —   $ 486,172  
                                     
Net income attributable to Korn Ferry                                  $ 44,964  
Net income attributable to noncontrolling
interest                                   480  
Other income, net                                   (2,401 )
Interest expense, net                                   4,282  
Equity in earnings of unconsolidated
subsidiaries, net                                   (62 )
Income tax provision                                   15,420  
Operating income (loss)  $ 30,596   $ 7,525   $ 5,929   $ 653   $ 44,703   $ 29,279   $ 12,176   $ (23,475 )   62,683  
Depreciation and amortization   970    402    338    97    1,807    7,307    803    1,824    11,741  
Other income (loss), net   1,564    26    (134 )   133    1,589    786    77    (51 )   2,401  
Equity in earnings of unconsolidated
subsidiaries, net   62    —    —    —    62    —    —    —    62  
EBITDA   33,192    7,953    6,133    883    48,161    37,372    13,056    (21,702 )   76,887  
Integration/acquisition costs   —    —    —    —    —    777    —    27    804  
Adjusted EBITDA  $ 33,192   $ 7,953   $ 6,133   $ 883   $ 48,161   $ 38,149   $ 13,056   $ (21,675 )  $ 77,691
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  Three Months Ended January 31, 2018  
  Executive Search                  

  
North

America   EMEA   Asia Pacific   
Latin

America   Subtotal   Advisory   

RPO &
Professional

Search   Corporate   Consolidated  
  (in thousands)  

Fee revenue  $ 102,716   $ 46,782   $ 24,493   $ 6,425   $ 180,416   $ 198,056   $ 69,109   $ —   $ 447,581  
Total revenue  $ 106,332   $ 47,763   $ 24,942   $ 6,456   $ 185,493   $ 201,961   $ 73,316   $ —   $ 460,770  
                                     
Net income attributable to Korn Ferry                                  $ 27,247  
Net income attributable to noncontrolling
interest                                   180  
Other income, net                                   (7,510 )
Interest expense, net                                   3,710  
Equity in earnings of unconsolidated
subsidiaries, net                                   (97 )
Income tax provision                                   26,316  
Operating income (loss)  $ 21,408   $ 7,329   $ 5,289   $ 408   $ 34,434   $ 27,057   $ 10,064   $ (21,709 )   49,846  
Depreciation and amortization   990    458    361    113    1,922    7,882    733    1,688    12,225  
Other income, net   585    37    185    40    847    768    2    5,893    7,510  
Equity in earnings of unconsolidated
subsidiaries, net   97    —    —    —    97    —    —    —    97  
EBITDA   23,080    7,824    5,835    561    37,300    35,707    10,799    (14,128 )   69,678  
Integration/acquisition costs   —    —    —    —    —    1,593    —    80    1,673  
Adjusted EBITDA  $ 23,080   $ 7,824   $ 5,835   $ 561   $ 37,300   $ 37,300   $ 10,799   $ (14,048 )  $ 71,351

 
  Nine Months Ended January 31, 2019  
  Executive Search                  

  
North

America   EMEA   Asia Pacific   
Latin

America   Subtotal   Advisory   

RPO &
Professional

Search   Corporate   Consolidated  
  (in thousands)  

Fee revenue  $ 342,175   $ 137,522   $ 79,918   $ 24,339   $ 583,954   $ 613,966   $ 237,357   $ —   $ 1,435,277  
Total revenue  $ 352,804   $ 140,024   $ 80,817   $ 24,388   $ 598,033   $ 627,243   $ 246,051   $ —   $ 1,471,327  
                                     
Net income attributable to Korn Ferry                                  $ 52,387  
Net income attributable to noncontrolling
interest                                   1,782  
Other income, net                                   (2,292 )
Interest expense, net                                   12,722  
Equity in earnings of unconsolidated
subsidiaries, net                                   (191 )
Income tax provision                                   14,143  
Operating income (loss)  $ 92,438   $ 21,813   $ 19,337   $ 3,460   $ 137,048   $ (24,374 )  $ 36,337   $ (70,460 )   78,551  
Depreciation and amortization   2,917    867    1,083    305    5,172    21,702    2,325    5,291    34,490  
Other income (loss), net   955    388    118    263    1,724    1,621    103    (1,156 )   2,292  
Equity in earnings of unconsolidated
subsidiaries, net   191    —    —    —    191    —    —    —    191  
EBITDA   96,501    23,068    20,538    4,028    144,135    (1,051 )   38,765    (66,325 )   115,524  
Integration/acquisition costs   —    —    —    —    —    6,559    —    187    6,746  
Tradename write-offs   —    —    —    —    —    106,555    —    —    106,555  
Adjusted EBITDA  $ 96,501   $ 23,068   $ 20,538   $ 4,028   $ 144,135   $ 112,063   $ 38,765   $ (66,138 )  $ 228,825
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   Nine Months Ended January 31, 2018  
  Executive Search                  

  
North

America   EMEA   Asia Pacific   
Latin

America   Subtotal   Advisory   

RPO &
Professional

Search   Corporate   Consolidated  
  (in thousands)  

Fee revenue  $ 296,093   $ 128,249   $ 71,983   $ 22,048   $ 518,373   $ 577,462   $ 196,018   $ —   $ 1,291,853  
Total revenue  $ 305,866   $ 130,894   $ 73,009   $ 22,114   $ 531,883   $ 589,093   $ 210,179   $ —   $ 1,331,155  
                                     
Net income attributable to Korn Ferry                                  $ 92,619  
Net income attributable to noncontrolling
interest                                   969  
Other income, net                                   (14,311 )
Interest expense, net                                   11,014  
Equity in earnings of unconsolidated
subsidiaries, net                                   (187 )
Income tax provision                                   54,145  
Operating income (loss)  $ 66,517   $ 20,349   $ 12,811   $ 2,961   $ 102,638   $ 72,459   $ 27,727   $ (58,575 )   144,249  
Depreciation and amortization   2,923    1,345    1,052    331    5,651    24,110    2,313    4,807    36,881  
Other income, net   1,157    136    384    99    1,776    1,654    10    10,871    14,311  
Equity in earnings of unconsolidated
subsidiaries, net   187    —    —    —    187    —    —    —    187  
EBITDA   70,784    21,830    14,247    3,391    110,252    98,223    30,050    (42,897 )   195,628  
Restructuring charges (recoveries), net   —    —    313    —    313    (241 )   6    —    78  
Integration/acquisition costs   —    —    —    —    —    6,455    —    199    6,654  
Adjusted EBITDA  $ 70,784   $ 21,830   $ 14,560   $ 3,391   $ 110,565   $ 104,437   $ 30,056   $ (42,698 )  $ 202,360

 
10. Long-Term Debt
On December 19, 2018, the Company entered into an Amended and Restated Credit Agreement (the “Credit Agreement”) with a syndicate of banks and Wells Fargo Bank,
National Association as administrative agent to among other things, provide for enhanced financial flexibility. The Credit Agreement provides for, among other things: (a) a
$650.0 million five-year senior secured revolving credit facility (the “Revolver”) and (b) certain customary affirmative and negative covenants, including a maximum
consolidated total leverage ratio (as defined below) and a minimum interest coverage ratio. The Credit Agreement permits payment of dividends to stockholders and share
repurchases so long as the pro forma leverage ratio is no greater than 3.25 to 1.00, and the pro forma domestic liquidity is at least $50.0 million. The Company drew down
$226.9 million on the Revolver and used the proceeds to pay-off the term loan that was outstanding as of December 19, 2018. The payoff of the old credit facility and draw
down on the new Revolver is considered a debt modification and therefore, the previously incurred unamortized and current debt issuance costs will be amortized over the
life of the new issuance.

At the Company’s option, loans issued under the Credit Agreement will bear interest at either LIBOR or an alternate base rate, in each case plus the applicable interest rate
margin. The interest rate applicable to loans outstanding under the Credit Agreement may fluctuate between LIBOR plus 1.25% per annum to LIBOR plus 2.00% per annum,
in the case of LIBOR borrowings (or between the alternate base rate plus 0.25% per annum and the alternate base rate plus 1.00% per annum, in the alternative), based
upon the Company’s total funded debt to Adjusted EBITDA ratio (as set forth in the Credit Agreement, the “consolidated leverage ratio”) at such time. In addition, the
Company will be required to pay to the lenders a quarterly commitment fee ranging from 0.20% to 0.35% per annum on the average daily unused amount of the Revolver,
based upon the Company’s consolidated leverage ratio at such time, and fees relating to the issuance of letters of credit. During the three and nine months ended January
31, 2019, the average interest rate on our long-term debt arrangements were 3.64% and 3.42%, respectively. During the three and nine months ended January 31, 2018, the
average interest rate on our previous term loan was 2.65% and 2.49%, respectively.

 The Revolver matures on December 19, 2023 and any unpaid principal balance is payable on this date. The Revolver also may be prepaid and terminated early by the
Company at any time without premium or penalty (subject to customary LIBOR breakage fees). As of January 31, 2019, $226.9 million was outstanding under the Revolver
compared to $238.9 million as of April 30, 2018, under the previous term loan. The unamortized debt issuance costs associated with the long-term debt were $4.2 million and
$2.7 million as of January 31, 2019 and April 30, 2018, respectively. The fair value of the Company’s Revolver is based on borrowing rates currently required of loans with
similar terms, maturity and credit risk. The carrying amount of the Revolver approximates fair value because the base interest rate charged varies with market conditions and
the credit spread is commensurate with current market spreads for issuers of similar risk. The fair value of the Revolver is
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classified as a Level 2 liability in the fair value hierarchy. As of January 31, 2019, the Company was in compliance with its debt covenants.

The Company had a total of $420.2 million available under the Revolver after the Company drew down $226.9 million and after $2.9 million of standby letters of credit were
issued as of January 31, 2019. As of April 30, 2018, the Company had no borrowings under its previous revolver. The Company had a total of $122.1 million available under
the previous revolver after $2.9 million of standby letters of credit were issued as of April 30, 2018. The Company had a total of $10.4 million and $7.4 million of standby
letters with other financial institutions as of January 31, 2019 and April 30, 2018, respectively. The standby letters of credits were generally issued as a result of entering into
office premise leases.

 

11. Subsequent Events
Quarterly Dividend Declaration
On March 6, 2019, the Board of Directors of the Company declared a cash dividend of $0.10 per share with a payment date of April 15, 2019 to holders of the Company’s
common stock of record at the close of business on March 26, 2019. The declaration and payment of future dividends under the quarterly dividend policy will be at the
discretion of the Board of Directors and will depend upon many factors, including the Company’s earnings, capital requirements, financial conditions, the terms of the
Company’s indebtedness and other factors that the Board of Directors may deem to be relevant. The Board may amend, revoke or suspend the dividend policy at any time
and for any reason.

On March 6, 2019, our Board of Directors approved an increase to the share repurchase program of approximately $200 million, which brings our available capacity to
repurchase shares in the open market or privately negotiated transactions to approximately $250 million.
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  Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements
This Quarterly Report on Form 10-Q may contain certain statements that we believe are, or may be considered to be, “forward-looking” statements, within the meaning of
Section 27A of the Securities Act of 1933, as amended and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These forward-looking
statements generally can be identified by use of statements that include phrases such as “believe,” “expect,” “anticipate,” “intend,” “plan,” “foresee,” “may,” “will,” “likely,”
“estimates,” “potential,” “continue” or other similar words or phrases. Similarly, statements that describe our objectives, plans or goals also are forward-looking statements. All
of these forward-looking statements are subject to risks and uncertainties that could cause our actual results to differ materially from those contemplated by the relevant
forward-looking statement. The principal risk factors that could cause actual performance and future actions to differ materially from the forward-looking statements include,
but are not limited to, changes in demand for our services as a result of automation, dependence on attracting and retaining qualified and experienced consultants,
maintaining our relationships with customers and suppliers and retaining key employees, maintaining our brand name and professional reputation, the expected timing and
manner of the Plan (as defined below), the impact of the rebranding on the Company’s products and services, the costs of the Plan, potential legal liability and regulatory
developments, portability of client relationships, global and local political or economic developments in or affecting countries where we have operations, currency fluctuations
in our international operations, risks related to growth, restrictions imposed by off-limits agreements, competition, consolidation in industries, reliance on information
processing systems, cyber security vulnerabilities, changes to data security, data privacy, and data protection laws, limited protection of our intellectual property (“IP”), our
ability to enhance and develop new technology, our ability to successfully recover from a disaster or business continuity problems, employment liability risk, an impairment in
the carrying value of goodwill and other intangible assets, the effects of the Tax Cuts and Jobs Act (the “Tax Act”) on our business and our company, deferred tax assets that
we may not be able to use, our ability to develop new products and services, changes in our accounting estimates and assumptions, alignment of our cost structure, risks
related to the integration of recently acquired businesses, the utilization and billing rates of our consultants, seasonality and the matters disclosed under the heading “Risk
Factors” in the Company’s Exchange Act reports, including Item 1A of the Company’s Annual Report on Form 10-K for the fiscal year ended April 30, 2018 (“Form 10-K”).
Readers are urged to consider these factors carefully in evaluating the forward-looking statements. The forward-looking statements included in this Quarterly Report on Form
10-Q are made only as of the date of this Quarterly Report on Form 10-Q and we undertake no obligation to publicly update these forward-looking statements to reflect
subsequent events or circumstances.

The following presentation of management’s discussion and analysis of our financial condition and results of operations should be read together with our consolidated
financial statements and related notes included in this Quarterly Report on Form 10-Q. We also make available on the Investor Relations portion of our website at
www.kornferry.com earnings slides and other important information, which we encourage you to review.

Executive Summary
Korn Ferry (referred to herein as the “Company,” or in the first person notations “we,” “our,” and “us”) is a global organizational consulting firm. We currently operate in three
global businesses: Executive Search, Korn Ferry Advisory (Advisory) and Korn Ferry RPO and Professional Search (“RPO & Professional Search”). The Executive Search
segment focuses on recruiting board level, chief executive and other senior executive and general management positions, in addition to research-based interviewing and
onboarding solutions, for clients predominantly in the consumer goods, financial services, industrial, life sciences/healthcare and technology industries. Advisory assists
clients synchronize strategy and talent by addressing four fundamental needs: Organizational Strategy, Assessment and Succession, Leadership Development, and Rewards
and Benefits, all underpinned by a comprehensive array of world-leading intellectual property, products and tools. RPO & Professional Search is a global industry leader in
high-impact talent acquisition solutions. Its portfolio of services includes global and regional RPO, project recruitment, individual professional search and consulting. We also
operate a Corporate segment to record global expenses of the Company. Approximately 69% of the executive searches we performed in fiscal 2018 were for board level,
chief executive and other senior executive and general management positions. Our 3,773 search engagement clients in fiscal 2018 included many of the world’s largest and
most prestigious public and private companies. We have built strong client loyalty, with 88% of assignments performed during fiscal 2018 having been on behalf of clients for
whom we had conducted assignments in the previous three fiscal years. Approximately 62% of our revenues were generated from clients that utilize multiple lines of
business.

Superior performance comes from having the right conditions for success in two key areas—the organization and its people. Organizational conditions encourage people to
put forth their best effort and invest their energy towards achieving the organization’s purpose. We can help operationalize a client’s complete strategy or address any
combination of five broad categories:
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 Organizational Strategy We map talent strategy to business strategy by designing operating models and organizational structures that align to them,

helping organizations put their plans into action. We make sure they have the right people, in the right roles, engaged and
enabled to do the right things.

Assessment and Succession We provide actionable, research-backed insights that allow organizations to understand the true capabilities of their people so
they can make decisions that ensure the right leaders are ready—when and where they are needed—in the future.

Talent Acquisition From executive search to recruitment process outsourcing, we integrate scientific research with our practical experience and
industry-specific expertise to recruit professionals of all levels and functions for client organizations.

Leadership Development We activate purpose, vision and strategy through leaders at all levels and organizations. We combine expertise, science and
proven techniques with forward thinking and creativity to build leadership experiences that help entry- to senior-level leaders
grow and deliver superior results.

Rewards and Benefits We help organizations align reward with strategy. We help them pay their people fairly for doing the right things—with rewards
they value—at a cost the organization can afford.

 

On June 12, 2018, the Company’s Board of Directors approved the One Korn Ferry rebranding plan for the Company (the “Plan”). This Plan includes going to market under a
single, master brand architecture, solely as Korn Ferry and sunsetting all the Company’s sub-brands, including Futurestep, Hay Group and Lominger, among others. This
integrated go-to-market approach was a key driver in our fee revenue growth in fiscal year 2018, which led to the decision to further integrate our go-to-market activities
under one master brand — Korn Ferry. As a result, the Company discontinued the use of all sub-brands and changed its name, effective January 1, 2019, to “Korn Ferry.”
Two of the Company’s sub-brands, Hay Group and Lominger came to Korn Ferry through acquisitions. In connection with the accounting for these acquisitions, $106.6 million
of the purchase price was allocated to indefinite-lived tradename intangible assets. As a result of the decision to discontinue their use, the Company took a one-time, non-
cash write-off of tradenames of $106.6 million during the nine months ended January 31, 2019. During the three months ended January 31, 2019, there was no non-cash
write-off of tradenames.

The Company currently operates in three global business segments: Executive Search, Advisory and RPO & Professional Search. See Note 9 — Business Segments, in the
Notes to Consolidated Unaudited Financial Statements for discussion of the Company’s global business segments. The Company evaluates performance and allocates
resources based on the chief operating decision maker’s review of (1) fee revenue and (2) adjusted earnings before interest, taxes, depreciation and amortization (“Adjusted
EBITDA”). To the extent that such charges occur, Adjusted EBITDA excludes restructuring charges, integration/acquisition costs, certain separation costs and certain non-
cash charges (goodwill, intangible asset and other than temporary impairment). In the nine months ended January 31, 2019, Adjusted EBITDA excluded $106.6 million of
write-off of tradenames related to the Plan.

EBITDA and Adjusted EBITDA are non-GAAP financial measures. They have limitations as analytical tools, should not be viewed as a substitute for financial information
determined in accordance with United States (“U.S.”) generally accepted accounting principles (“GAAP”), and should not be considered in isolation or as a substitute for
analysis of the Company’s results as reported under GAAP. In addition, they may not necessarily be comparable to non-GAAP performance measures that may be presented
by other companies.

Management believes the presentation of these non-GAAP financial measures provides meaningful supplemental information regarding Korn Ferry’s performance by
excluding certain charges, items of income and other items that may not be indicative of Korn Ferry’s ongoing operating results. The use of these non-GAAP financial
measures facilitates comparisons to Korn Ferry’s historical performance and identification of operating trends that may otherwise be distorted by certain charges and other
items. Korn Ferry includes these non-GAAP financial measures because management believes it is useful to investors in allowing for greater transparency with respect to
supplemental information used by management in its evaluation of Korn Ferry’s ongoing operations and financial and operational decision-making. The accounting policies for
the reportable segments are the same as those described in the summary of significant accounting policies in the accompanying consolidated financial statements, except
that the above noted items are excluded from EBITDA to arrive at Adjusted EBITDA. Management further believes that EBITDA is useful to investors because it is frequently
used by investors and other interested parties to measure operating performance among companies with different capital structures, effective tax rates and tax attributes and
capitalized asset values, all of which can vary substantially from company to company.

 Fee revenue was $474.5 million during the three months ended January 31, 2019, an increase of $26.9 million, or 6%, compared to $447.6 million in the three months
ended January 31, 2018, with increases in fee revenue in all business segments. Exchange rates unfavorably impacted fee revenue by $16.6 million, or 4%, in the three
months ended January 31, 2019 compared to the year-ago quarter. During the three months ended January 31, 2019, we recorded operating income of $62.7 million, an
increase of $12.9 million, as compared to operating income of $49.8 million in the three months ended January 31, 2018, with the Executive Search, Advisory and RPO &
Professional Search segments contributing $44.7 million, $29.3 million and $12.2 million, respectively, offset by Corporate expenses of $23.5 million. Net income attributable
to Korn Ferry in the three months ended January 31, 2019 was $45.0 million, an increase of $17.8 million as compared to net income
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attributable to Korn Ferry of $27.2 million in the year-ago quarter. During the three months ended January 31, 2019, Adjusted EBITDA was $77.7 million, an increase of $6.3
million from Adjusted EBITDA of $71.4 million in the year-ago quarter, with the Executive Search, Advisory and RPO & Professional Search segments contributing $48.2
million, $38.1 million and $13.1 million, respectively, offset by Corporate expenses net of other income of $21.7 million.

Our cash, cash equivalents and marketable securities decreased by $35.0 million to $622.9 million at January 31, 2019, compared to $657.9 million at April 30, 2018. This
decrease was mainly due to annual bonuses earned in fiscal 2018 and paid during the first quarter of fiscal 2019, sign-on and retention payments, $238.9 million in principal
payments on our term loan, $36.9 million in payments for the purchase of property and equipment, $37.4 million for stock repurchases in the open market, $20.5 million paid
in tax withholding on restricted stock vestings and $17.8 million in dividends paid during the nine months ended January 31, 2019, partially offset by proceeds from our
Revolver of $226.9 million and cash provided by operating activities. As of January 31, 2019, we held marketable securities to settle obligations under our Executive Capital
Accumulation Plan (“ECAP”) with a cost value of $133.9 million and a fair value of $133.4 million. Our vested obligations for which these assets were held in trust totaled
$116.2 million as of January 31, 2019 and our unvested obligations totaled $23.8 million.

Our working capital increased by $74.9 million to $530.7 million as of January 31, 2019, as compared to $455.8 million at April 30, 2018. We believe that cash on hand and
funds from operations and other forms of liquidity will be sufficient to meet our anticipated working capital, capital expenditures, general corporate requirements, repayment of
the debt obligations and dividend payments under our dividend policy in the next twelve months. We had $420.2 million available for borrowing under our Revolver at
January 31, 2019. As of April 30, 2018, we had no borrowings under our previous revolver. As of April 30, 2018, we had a total of $122.1 million available under the previous
revolver after issued letters of credit. As of January 31, 2019 and April 30, 2018, there was $2.9 million of standby letters of credit issued under our long-term debt
arrangements. We had a total of $10.4 million and $7.4 million of standby letters of credits with other financial institutions as of January 31, 2019 and April 30, 2018,
respectively.

Results of Operations
The following table summarizes the results of our operations as a percentage of fee revenue:
(Numbers may not total exactly due to rounding)
 

  
Three Months Ended

January 31,   
Nine Months Ended

January 31,  
  2019   2018   2019   2018  

Fee revenue   100.0 %  100.0 %  100.0 %  100.0 %
Reimbursed out-of-pocket engagement expenses   2.5    2.9    2.5    3.0  

Total revenue   102.5    102.9    102.5    103.0  
Compensation and benefits   67.8    69.2    68.2    68.3  
General and administrative expenses   12.9    13.1    20.0    13.6  
Reimbursed expenses   2.5    2.9    2.5    3.0  
Cost of services   3.6    3.9    3.8    4.1  
Depreciation and amortization   2.5    2.7    2.4    2.9  
Restructuring charges, net   —    —    —    —  

Operating income   13.2    11.1    5.5    11.2  
Net income   9.6 %  6.1 %  3.8 %  7.2 %
Net income attributable to Korn Ferry   9.5 %  6.1 %  3.6 %  7.2 %
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 The following tables summarize the results of our operations by business segment:
(Numbers may not total exactly due to rounding)
 

  
Three Months Ended

January 31,   
Nine Months Ended

January 31,  
  2019   2018   2019   2018  
  Dollars   %   Dollars   %   Dollars   %   Dollars   %  
  (dollars in thousands)  

Fee revenue                                 
Executive Search:                                 

North America  $ 114,215    24.1 % $ 102,716    22.9 % $ 342,175    23.8 % $ 296,093    22.9 %
EMEA   45,940    9.7    46,782    10.5    137,522    9.6    128,249    9.9  
Asia Pacific   25,687    5.4    24,493    5.5    79,918    5.6    71,983    5.6  
Latin America   7,554    1.6    6,425    1.4    24,339    1.7    22,048    1.7  

Total Executive Search   193,396    40.8    180,416    40.3    583,954    40.7    518,373    40.1  
Advisory   201,502    42.4    198,056    44.3    613,966    42.8    577,462    44.7  
RPO & Professional Search   79,606    16.8    69,109    15.4    237,357    16.5    196,018    15.2  

Total fee revenue   474,504    100.0 %  447,581    100.0 %  1,435,277    100.0 %  1,291,853    100.0 %
Reimbursed out-of-pocket engagement
expense   11,668        13,189        36,050        39,302      

Total revenue  $ 486,172       $ 460,770       $ 1,471,327       $ 1,331,155     
 

  
Three Months Ended

January 31,   
Nine Months Ended

January 31,  
  2019   2018   2019   2018  
  Dollars   Margin (1)   Dollars   Margin (1)   Dollars   Margin (1)   Dollars   Margin (1)  
  (dollars in thousands)  

Operating income (loss)                                 
Executive Search:                                 

North America  $ 30,596    26.8 % $ 21,408    20.8 %  $ 92,438    27.0 % $ 66,517    22.5 %
EMEA   7,525    16.4    7,329    15.7    21,813    15.9    20,349    15.9  
Asia Pacific   5,929    23.1    5,289    21.6    19,337    24.2    12,811    17.8  
Latin America   653    8.6    408    6.4    3,460    14.2    2,961    13.4  

Total Executive Search   44,703    23.1    34,434    19.1    137,048    23.5    102,638    19.8  
Advisory   29,279    14.5    27,057    13.7    (24,374 )   (4.0 )   72,459    12.5  
RPO & Professional Search   12,176    15.3    10,064    14.6    36,337    15.3    27,727    14.1  
Corporate   (23,475 )       (21,709 )       (70,460 )       (58,575 )     

Total operating income  $ 62,683    13.2 % $ 49,846    11.1 %  $ 78,551    5.5 % $ 144,249    11.2 %
 
 (1) Margin calculated as a percentage of fee revenue by business segment.
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   Three Months Ended January 31, 2019  
  Executive Search                  

  
North

America   EMEA   Asia Pacific   
Latin

America   Subtotal   Advisory   

RPO &
Professional

Search   Corporate   Consolidated  
  (in thousands)  

Fee revenue  $ 114,215   $ 45,940   $ 25,687   $ 7,554   $ 193,396   $ 201,502   $ 79,606   $ —   $ 474,504  
Total revenue  $ 117,725   $ 46,639   $ 26,046   $ 7,573   $ 197,983   $ 205,677   $ 82,512   $ —   $ 486,172  
                                     
Net income attributable to Korn Ferry                                  $ 44,964  
Net income attributable to noncontrolling
interest                                   480  
Other income, net                                   (2,401 )
Interest expense, net                                   4,282  
Equity in earnings of unconsolidated
subsidiaries, net                                   (62 )
Income tax provision                                   15,420  
Operating income (loss)  $ 30,596   $ 7,525   $ 5,929   $ 653   $ 44,703   $ 29,279   $ 12,176   $ (23,475 )   62,683  
Depreciation and amortization   970    402    338    97    1,807    7,307    803    1,824    11,741  
Other income (loss), net   1,564    26    (134 )   133    1,589    786    77    (51 )   2,401  
Equity in earnings of unconsolidated
subsidiaries, net   62    —    —    —    62    —    —    —    62  
EBITDA   33,192    7,953    6,133    883    48,161    37,372    13,056    (21,702 )   76,887  
Integration/acquisition costs   —    —    —    —    —    777    —    27    804  
Adjusted EBITDA  $ 33,192   $ 7,953   $ 6,133   $ 883   $ 48,161   $ 38,149   $ 13,056   $ (21,675 )  $ 77,691  
Adjusted EBITDA margin   29.1 %  17.3 %  23.9 %  11.7 %  24.9 %  18.9 %  16.4 %      16.4 %

 
  Three Months Ended January 31, 2018  
  Executive Search                  

  
North

America   EMEA   Asia Pacific   
Latin

America   Subtotal   Advisory   

RPO &
Professional

Search   Corporate   Consolidated  
  (in thousands)  

Fee revenue  $ 102,716   $ 46,782   $ 24,493   $ 6,425   $ 180,416   $ 198,056   $ 69,109   $ —   $ 447,581  
Total revenue  $ 106,332   $ 47,763   $ 24,942   $ 6,456   $ 185,493   $ 201,961   $ 73,316   $ —   $ 460,770  
                                     
Net income attributable to Korn Ferry                                  $ 27,247  
Net income attributable to noncontrolling
interest                                   180  
Other income, net                                   (7,510 )
Interest expense, net                                   3,710  
Equity in earnings of unconsolidated
subsidiaries, net                                   (97 )
Income tax provision                                   26,316  
Operating income (loss)  $ 21,408   $ 7,329   $ 5,289   $ 408   $ 34,434   $ 27,057   $ 10,064   $ (21,709 )   49,846  
Depreciation and amortization   990    458    361    113    1,922    7,882    733    1,688    12,225  
Other income, net   585    37    185    40    847    768    2    5,893    7,510  
Equity in earnings of unconsolidated
subsidiaries, net   97    —    —    —    97    —    —    —    97  
EBITDA   23,080    7,824    5,835    561    37,300    35,707    10,799    (14,128 )   69,678  
Integration/acquisition costs   —    —    —    —    —    1,593    —    80    1,673  
Adjusted EBITDA  $ 23,080   $ 7,824   $ 5,835   $ 561   $ 37,300   $ 37,300   $ 10,799   $ (14,048 )  $ 71,351  
Adjusted EBITDA margin   22.5 %   16.7 %   23.8 %  8.7 %  20.7 %  18.8 %  15.6 %      15.9 %
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   Nine Months Ended January 31, 2019  
  Executive Search                  

  
North

America   EMEA   Asia Pacific   
Latin

America   Subtotal   Advisory   

RPO &
Professional

Search   Corporate   Consolidated  
  (in thousands)  

Fee revenue  $ 342,175   $ 137,522   $ 79,918   $ 24,339   $ 583,954   $ 613,966   $ 237,357   $ —   $ 1,435,277  
Total revenue  $ 352,804   $ 140,024   $ 80,817   $ 24,388   $ 598,033   $ 627,243   $ 246,051   $ —   $ 1,471,327  
                                     
Net income attributable to Korn Ferry                                  $ 52,387  
Net income attributable to noncontrolling
interest                                   1,782  
Other income, net                                   (2,292 )
Interest expense, net                                   12,722  
Equity in earnings of unconsolidated
subsidiaries, net                                   (191 )
Income tax provision                                   14,143  
Operating income (loss)  $ 92,438   $ 21,813   $ 19,337   $ 3,460   $ 137,048   $ (24,374 )  $ 36,337   $ (70,460 )   78,551  
Depreciation and amortization   2,917    867    1,083    305    5,172    21,702    2,325    5,291    34,490  
Other income (loss), net   955    388    118    263    1,724    1,621    103    (1,156 )   2,292  
Equity in earnings of unconsolidated
subsidiaries, net   191    —    —    —    191    —    —    —    191  
EBITDA   96,501    23,068    20,538    4,028    144,135    (1,051 )   38,765    (66,325 )   115,524  
Integration/acquisition costs   —    —    —    —    —    6,559    —    187    6,746  
Tradename write-offs   —    —    —    —    —    106,555    —    —    106,555  
Adjusted EBITDA  $ 96,501   $ 23,068   $ 20,538   $ 4,028   $ 144,135   $ 112,063   $ 38,765   $ (66,138 )  $ 228,825  
Adjusted EBITDA margin   28.2 %  16.8 %  25.7 %  16.5 %  24.7 %  18.3 %  16.3 %      15.9 %

 
  Nine Months Ended January 31, 2018  
  Executive Search                  

  
North

America   EMEA   Asia Pacific   
Latin

America   Subtotal   Advisory   

RPO &
Professional

Search   Corporate   Consolidated  
  (in thousands)  

Fee revenue  $ 296,093   $ 128,249   $ 71,983   $ 22,048   $ 518,373   $ 577,462   $ 196,018   $ —   $ 1,291,853  
Total revenue  $ 305,866   $ 130,894   $ 73,009   $ 22,114   $ 531,883   $ 589,093   $ 210,179   $ —   $ 1,331,155  
                                     
Net income attributable to Korn Ferry                                  $ 92,619  
Net income attributable to noncontrolling
interest                                   969  
Other income, net                                   (14,311 )
Interest expense, net                                   11,014  
Equity in earnings of unconsolidated
subsidiaries, net                                   (187 )
Income tax provision                                   54,145  
Operating income (loss)  $ 66,517   $ 20,349   $ 12,811   $ 2,961   $ 102,638   $ 72,459   $ 27,727   $ (58,575 )   144,249  
Depreciation and amortization   2,923    1,345    1,052    331    5,651    24,110    2,313    4,807    36,881  
Other income, net   1,157    136    384    99    1,776    1,654    10    10,871    14,311  
Equity in earnings of unconsolidated
subsidiaries, net   187    —    —    —    187    —    —    —    187  
EBITDA   70,784    21,830    14,247    3,391    110,252    98,223    30,050    (42,897 )   195,628  
Restructuring charges (recoveries), net   —    —    313    —    313    (241 )   6    —    78  
Integration/acquisition costs   —    —    —    —    —    6,455    —    199    6,654  
Adjusted EBITDA  $ 70,784   $ 21,830   $ 14,560   $ 3,391   $ 110,565   $ 104,437   $ 30,056   $ (42,698 )  $ 202,360  
Adjusted EBITDA margin   23.9 %  17.0 %  20.2 %  15.4 %  21.3 %  18.1 %  15.3 %      15.7 %
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 Three Months Ended January 31, 2019 Compared to Three Months Ended January 31, 2018

Fee Revenue

 Fee Revenue. Fee revenue increased by $26.9 million, or 6% , to $474.5 million in the three months ended January 31, 2019 compared to $447.6 million in the year-ago
quarter. Exchange rates unfavorably impacted fee revenue by $16.6 million, or 4%, in the three months ended January 31, 2019 compared to the year-ago quarter. The
higher fee revenue was attributable to organic growth in solution areas.

Executive Search. Executive Search reported fee revenue of $193.4 million, an increase of $13.0 million, or 7%, in the three months ended January 31, 2019 compared to
$180.4 million in the year-ago quarter. Exchange rates unfavorably impacted fee revenue by $5.2 million, or 3%, in the three months ended January 31, 2019 compared to
the year-ago quarter. As detailed below, Executive Search fee revenue was higher in North America, Asia Pacific and Latin America, partially offset by lower fee revenue in
the EMEA region in the three months ended January 31, 2019 as compared to the year-ago quarter. The higher fee revenue in Executive Search was mainly due to a 5%
increase in the weighted-average fees billed per engagement (calculated using local currency) and a 5% increase in the number of engagements billed during the three
months ended January 31, 2019 compared to the year-ago quarter.

 North America reported fee revenue of $11 4.2 million, an increase of $11.5 million, or 11%, in the three months ended January 31, 2019 compared to $102.7 million in the
year-ago quarter. North America’s fee revenue was higher due to a 6% increase in the number of engagements billed and a 5% increase in the weighted-average fees billed
per engagement (calculated using local currency) during the three months ended January 31, 2019 compared to the year-ago quarter. The overall increase in fee revenue
was driven by the increase in fee revenue from financial services, industrial, and technology, partially offset by a decrease in fee revenue in the life sciences/healthcare
sector.

EMEA reported fee revenue of $45.9 million, a decrease of $0.9 million, or 2%, in the three months ended January 31, 2019 compared to $46.8 million in the year-ago
quarter. Exchange rates unfavorably impacted fee revenue by $2.4 million, or 5% in the three months ended January 31, 2019 compared to the year-ago quarter. The
performance in France, Switzerland and Spain were the primary contributors to the decrease in fee revenue, partially offset by an increase in fee revenue in Germany in the
three months ended January 31, 2019 compared to the year-ago quarter. In terms of business sectors, life sciences/healthcare, consumer goods and industrial had the
largest decrease in fee revenue in the three months ended January 31, 2019 compared to the year-ago quarter, partially offset by an increase in fee revenue in the financial
services and technology sectors.

Asia Pacific reported fee revenue of $25.7 million, an increase of $1.2 million, or 5%, in the three months ended January 31, 2019 compared to $24.5 million in the year-ago
quarter. Exchange rates unfavorably impacted fee revenue by $1.2 million, or 5%, in the three months ended January 31, 2019 compared to the year-ago quarter. The
increase in fee revenue was higher due to a 7% increase in the weighted-average fees billed per engagement (calculated using local currency) and a 2% increase in the
number of engagements billed during the three months ended January 31, 2019 compared to the year-ago quarter. The performance in Hong Kong, Australia and New
Zealand were the primary contributors to the increase in fee revenue, partially offset by a decrease in fee revenue in China in the three months ended January 31, 2019
compared to the year-ago quarter. Technology and education/non-profit were the main sectors contributing to the increase in fee revenue in the three months ended January
31, 2019 as compared to the year-ago quarter, partially offset by a decrease in fee revenue in the life sciences/healthcare sector.

Latin America reported fee revenue of $7.6 million, an increase of $1.2 million, or 19%, in the three months ended January 31, 2019 compared to $6.4 million in the year-ago
quarter. Exchange rates unfavorably impacted fee revenue by $1.1 million, or 17%, in the three months ended January 31, 2019 compared to the year-ago quarter. The
increase in fee revenue in the region was due to higher fee revenue in Mexico and Brazil in the three months ended January 31, 2019 compared to the year-ago quarter.

  Advisory. Advisory reported fee revenue of $201.5 million, an increase of $3.4 million, or 2%, in the three months ended January 31, 2019 compared to $198.1 million in the
year-ago qu arter. Exchange rates unfavorably impacted fee revenue by $8.5 million, or 4%, in the three months ended January 31, 2019 compared to the year-ago quarter.
The increase in fee revenue was primarily due to an increase in fee revenue  from consulting services, which increased by $3.1 million in the three months ended January
31, 2019, compared to the year-ago quarter, with the remaining increase of $0.3 million generated by our products business.

RPO & Professional Search. RPO & Professional Search reported fee revenue of $79.6 million, an increase of $10.5 million, or 15%, in the three months ended January 31,
2019 compared to $69.1 million in the year-ago quarter. Exchange rates unfavorably impacted fee revenue by $2.9 million, or 4% in the three months ended January 31,
2019 compared to the year-ago quarter. Higher fee revenues in RPO & Professional Search of $6.7 million and $3.8 million, respectively, drove the increase in fee revenue.

32



 
 
 Compensation and Benefits

 Compensation and benefits expense increased by $12.3 million, or 4%, to $321.8 million in the three months ended January 31, 2019 from $309.5 million in the year-ago
quarter. Exchange rates favorably impacted compensation and benefits by $10.0 million, or 3%, in the three months ended January 31, 2019 compared to the year-ago
quarter. The increase in compensation and benefits was primarily due to an 8% increase in average headcount, which contributed $8.9 million in higher salaries and related
payroll taxes, a $2.4 million increase in amortization of long-term incentive awards, and $1.3 million increase in commission expense, partially offset by a decrease of $4.1
million in the amounts owed under certain deferred compensation and retirement plans driven by lower increases in the fair value of participants’ accounts in the three
months ended January 31, 2019 compared to the year-ago quarter. Also contributing to the increase was higher performance-related bonus expense of $2.7 million due to
an increase in fee revenue in the three months ended January 31, 2019 compared to the year-ago quarter.

Executive Search compensation and benefits expense increased by $1.2 million, or 1%, to $124.9 million in the three months ended January 31, 2019 compared to $123.7
million in the year-ago quarter. Exchange rates favorably impacted compensation and benefits by $3.2 million, or 3%, in the three months ended January 31, 2019 compared
to the year-ago quarter. Executive Search compensation and benefits expense, as a percentage of fee revenue, decreased to 65% in the three months ended January 31,
2019 from 69% in the year-ago quarter.

Advisory compensation and benefits expense increased by $2.3 million, or 2%, to $127.9 million in the three months ended January 31, 2019 from $125.6 million in the year-
ago quarter. Exchange rates favorably impacted compensation and benefits by $4.9 million, or 4%, in the three months ended January 31, 2019 compared to the year-ago
quarter. The increase in compensation and benefits expense was due to increases in commission expense and amortization of long-term incentive awards of $1.3 million and
$0.8 million, respectively, in the three months ended January 31, 2019 compared to the year-ago quarter. Advisory compensation and benefits expense, as a percentage of
fee revenue, was 63% for both the three months ended January 31, 2019 and 2018.

RPO & Professional Search compensation and benefits expense increased by $7.3 million, or 15%, to $56.3 million in the three months ended January 31, 2019 from $49.0
million in the year-ago quarter. Exchange rates favorably impacted compensation and benefits by $1.9 million, or 4%, in the three months ended January 31, 2019 compared
to the year-ago quarter. The increase was due to higher salaries and related payroll taxes of $5.3 million resulting from a 25% increase in the average headcount in the three
months ended January 31, 2019 compared to the year-ago quarter. The higher average headcount was primarily driven by the need to service an increase in fee revenue in
the RPO business. Also contributing to the increase in compensation and benefits was a higher performance-related bonus expense of $1.0 million. RPO & Professional
Search compensation and benefits expense, as a percentage of fee revenue, was 71% for both the three months ended January 31, 2019 and 2018.

Corporate compensation and benefits expense increased by $1.4 million, or 12%, to $12.7 million in the three months ended January 31, 2019 from $11.3 million in the year-
ago quarter. The increase was primarily due to higher salaries and related payroll taxes of $0.6 million in the three months ended January 31, 2019 compared to the year-
ago quarter.

General and Administrative Expenses

General and administrative expenses was $61.2 million, an increase of $2.7 million, or 5%, in the three months ended January 31, 2019 compared to $58.5 million in the
year-ago quarter. Exchange rates favorably impacted general and administrative expenses by $3.2 million, or 5%, in the three months ended January 31, 2019 compared to
the year-ago quarter. The increase was due to increases in premise and office expense, other general and administrative expenses and bad debt expense of $1.1 million,
$1.0 million and $0.6 million, respectively, during the three months ended January 31, 2019 compared to the year-ago quarter. General and administrative expenses, as a
percentage of fee revenue, was 13% in both the three months ended January 31, 2019 and 2018.

Executive Search general and administrative expenses was $21.6 million, an increase of $2.3 million, or 12%, in the three months ended January 31, 2019 compared to
$19.3 million in the year-ago quarter. The increase was primarily due to an increase in premise and office expense, foreign exchange loss and bad debt expense of $0.7
million, $0.7 million and $0.6 million, respectively, during the three months ended January 31, 2019 compared to the year-ago quarter. Executive Search general and
administrative expenses, as a percentage of fee revenue, was 11% in both the three months ended January 31, 2019 and 2018.

Advisory general and administrative expenses was $23.5 million in the three months ended January 31, 2019 compared to $24.0 million in the year-ago quarter. Advisory
general and administrative expenses, as a percentage of fee revenue, was 12% for both the three months ended January 31, 2019 and 2018.
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 RPO & Professional Search general and administrative expenses was $7.1 million in the three months ended January 31, 2019 compared to $6.5 million in the year-ago
quarter. RPO & Professional Search general and administrative expenses, as a percentage of fee revenue, was 9% for both the three months ended January 31, 2019 and
2018.

Corporate general and administrative expenses increased $0.2 million, or 2%, to $8.9 million in the three months ended January 31, 2019 compared to $8.7 million in the
year-ago quarter.

Cost of Services Expense

Cost of services expense consists primarily of non-billable contractor and product costs related to the delivery of various services and products, primarily in RPO &
Professional Search and Advisory. Cost of services expense was $17.1 million in the three months ended January 31, 2019 compared to $17.5 million in the year-ago
quarter. Cost of services expense, as a percentage of fee revenue, was 4% for both the three months ended January 31, 2019 and 2018.

Depreciation and Amortization Expenses

Depreciation and amortization expenses were $11.7 million, a decrease of $0.5 million, or 4%, in three months ended January 31, 2019 compared to $12.2 million in the
year-ago quarter. The decrease was due to lower amortization expense associated with intangible assets as some of our intangible assets became fully amortized.

Restructuring Charges, Net

During the three months ended January 31, 2019 and 2018, no restructuring charges were incurred.

Operating Income

Operating income increased by $12.9 million, or 26%, to $62.7 million in the three months ended January 31, 2019 compared to an operating income of $49.8 million in the
year-ago quarter. The increase in operating income was driven by higher fee revenue of $26.9 million offset by an increase in compensation and benefits expense of $12.3
million and general and administrative expenses of $2.7 million.

Executive Search operating income increased $10.3 million, or 30%, to $44.7 million in the three months ended January 31, 2019 as compared to $34.4 million in the year-
ago quarter. The increase in Executive Search operating income was mainly driven by higher fee revenue of $13.0 million, offset by an increase in general and administrative
expenses of $2.3 million and higher compensation and benefits expense of $1.2 million. Executive Search operating income, as a percentage of fee revenue, was 23% and
19% in the three months ended January 31, 2019 and 2018, respectively.

Advisory operating income was $29.3 million in the three months ended January 31, 2019, an increase of $2.2 million, or 8%, as compared to $27.1 million in the year-ago
quarter. The increase in operating income was primarily due to higher fee revenue of $3.4 million, offset by an increase in compensation and benefits expense of $2.3
million. Advisory operating income, as a percentage of fee revenue, was 15% compared to 14% in the year-ago quarter.

RPO & Professional Search operating income was $12.2 million, an increase of $2.1 million, or 21%, in the three months ended January 31, 2019 as compared to $10.1
million in the year-ago quarter. The increase in operating income was mainly driven by higher fee revenue of $10.5 million, offset by increases in compensation and benefits
expense and general and administrative expenses of $7.3 million and $0.6 million, respectively. RPO & Professional Search operating income, as a percentage of fee
revenue, was 15% for both the three months ended January 31, 2019 and 2018.

Net Income Attributable to Korn Ferry

Net income attributable to Korn Ferry increased by $17.8 million to $45.0 million in the three months ended January 31, 2019 as compared to $27.2 million in the year-ago
quarter. The increase was primarily due to higher total revenue of $25.4 million and a decrease in income tax provision of $10.9 million due to the enactment of the Tax Act,
offset by an increase in compensation and benefits expense of $12.3 million, higher general and administrative expenses of $2.7 million and a decrease in other income, net
of $5.1 million primarily due to smaller gains in the fair value of our marketable securities during the three months ended January 31, 2019 compared to the year-ago quarter.
Net income attributable to Korn Ferry, as a percentage of fee revenue, was 9% in the three months ended January 31, 2019 as compared to 6% in the three months ended
January 31, 2018.

Adjusted EBITDA

 Adjusted EBITDA increased by $6.3 million to $77.7 million in the three months ended January 31, 2019 as compared to $71.4 million in the year-ago quarter. This increase
was driven by higher fee revenue of $26.9 million, offset by an increase of $13.2 million in compensation and benefits expense (excluding integration costs), an increase in
general and administrative expenses of $2.7 million and a decrease of $5.1 million in other income, net due to changes in the fair value of our marketable
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securities during the three months ended January 31, 2019 compared to the year-ago quarter. Adjusted EBITDA, as a percentage of fee revenue, was 16% in both the three
months ended January 31, 2019 and 2018.

Executive Search Adjusted EBITDA increased $10.9 million, or 29%, to $48.2 million in the three months ended January 31, 2019 as compared to $37.3 million in the year-
ago quarter. The increase was driven by higher fee revenue of $13.0 million and an increase in other income, net of $0.7 million, offset by increases of $2.3 million in general
and administrative expenses and $1.2 million in compensation and benefits expense during the three months ended January 31, 2019 compared to the year-ago quarter.
Executive Search Adjusted EBITDA, as a percentage of fee revenue, was 25% in the three months ended January 31, 2019 as compared to 21% in the three months ended
January 31, 2018.

Advisory Adjusted EBITDA was $38.1 million in the three months ended January 31, 2019, an increase of $0.8 million, or 2%, as compared to $37.3 million in the year-ago
quarter. Advisory Adjusted EBITDA, as a percentage of fee revenue, was 19% in both the three months ended January 31, 2019 and 2018.

RPO & Professional Search Adjusted EBITDA was $13.1 million in the three months ended January 31, 2019, an increase of $2.3 million, or 21%, as compared to $10.8
million in the year-ago quarter. The increase was driven by higher fee revenue of $10.5 million, offset by increases of $7.3 million in compensation and benefits expense and
$0.6 million in general and administrative expenses during the three months ended January 31, 2019 compared to the year-ago quarter. RPO & Professional Search
Adjusted EBITDA, as a percentage of fee revenue, was 16% in both the three months ended January 31, 2019 and 2018.

Other Income, Net

Other income, net was $2.4 million in the three months ended January 31, 2019 compared to $7.5 million in the year-ago quarter. The decrease was primarily due to smaller
gains in the fair value of our marketable securities during the three months ended January 31, 2019 compared to the year-ago quarter.

Interest Expense, Net

Interest expense, net primarily relates to our credit agreement and borrowings under our company owned life insurance (“COLI”) policies, which are partially offset by interest
earned on cash and cash equivalent balances. Interest expense, net was $4.3 million in the three months ended January 31, 2019 compared to $3.7 million in the year-ago
quarter.

  Income Tax Provision

The provision for income tax was $15.4 million in the three months ended January 31, 2019 compared to $26.3 million in the year-ago quarter. This reflects a 25.4% and
49.1% effective tax rate for the three months ended January 31, 2019 and 2018, respectively. The prior year effective tax rate was significantly impacted by the December
22, 2017 enactment of the Tax Act as a result of which the Company recorded a provisional tax charge of $16.3 million for the Transition Tax, which was partially offset by a
provisional tax benefit of $5.8 million recorded for the remeasurement of our U.S. federal deferred tax assets and liabilities.

Net Income Attributable to Noncontrolling Interest

Net income attributable to noncontrolling interest represents the portion of a subsidiary’s net earnings that are attributable to shares of a subsidiary not held by Korn Ferry
that are included in the consolidated results of operations. Net income attributable to noncontrolling interest for the three months ended January 31, 2019 was $0.5 million as
compared to $0.2 million for the three months ended January 31, 2018.

Nine Months Ended January 31, 2019 Compared to Nine Months Ended January 31, 2018

Fee Revenue

Fee Revenue. Fee revenue increased by $143.4 million, or 11% to $1,435.3 million in the nine months ended January 31, 2019 compared to $1,291.9 million in the year-ago
period. Exchange rates unfavorably impacted fee revenue by $27.8 million, or 2%, in the nine months ended January 31, 2019 compared to the year-ago period. The higher
fee revenue was attributable to organic growth in solution areas.

Executive Search. Executive Search reported fee revenue of $584.0 million, an increase of $65.6 million, or 13%, in the nine months ended January 31, 2019 compared to
$518.4 million in the year-ago period. Exchange rates unfavorably impacted fee revenue by $8.5 million, or 2%, in the nine months ended January 31, 2019 compared to the
year-ago period. As detailed below, Executive Search fee revenue was higher in all regions in the nine months ended January 31, 2019 as compared to the year-ago period.
The higher fee revenue in Executive Search was mainly due to a 7% increase in the weighted-average fees billed per engagement (calculated using local currency) and a
6% increase in the number of engagements billed during the nine months ended January 31, 2019 compared to the year-ago period.
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 North America reported fee revenue of $342.2 million, an increase of $46.1 million, or 16%, in the nine months ended January 31, 2019 compared to $296.1 million in the
year-ago period. North America’s fee revenue was higher due to an 11% increase in the number of engagements billed and a 4% increase in the weighted-average fees
billed per engagement (calculated using local currency) during the nine months ended January 31, 2019 compared to the year-ago period. All business sectors contributed to
the growth in fee revenue in the nine months ended January 31, 2019 as compared to the year-ago period, with industrial, technology, financial services, and consumer
goods contributing the most.

EMEA reported fee revenue of $137.5 million, an increase of $9.3 million, or 7%, in the nine months ended January 31, 2019 compared to $128.2 million in the year-ago
period. Exchange rates unfavorably impacted fee revenue by $2.3 million, or 2% in the nine months ended January 31, 2019 compared to the year-ago period. The change
in fee revenue was due to a 7% increase in the weighted-average fees billed per engagement (calculated using local currency) and a 2% increase in the number of
engagements billed during the nine months ended January 31, 2019 compared to the year-ago period. The performance in the United Kingdom, Germany, France, and
United Arab Emirates were the primary contributors to the increase in fee revenue in the nine months ended January 31, 2019 compared to the year-ago period. In terms of
business sectors, financial services, industrial and technology had the largest increase in fee revenue in the nine months ended January 31, 2019 compared to the year-ago
period, partially offset by a decrease in fee revenue in the life sciences/healthcare sector.

Asia Pacific reported fee revenue of $79.9 million, an increase of $7.9 million, or 11%, in the nine months ended January 31, 2019 compared to $72.0 million in the year-ago
period. Exchange rates unfavorably impacted fee revenue by $2.2 million, or 3%, in the nine months ended January 31, 2019 compared to the year-ago period. The increase
in fee revenue was higher due to a 7% increase in the number of engagements billed and a 6% increase in the weighted-average fees billed per engagement (calculated
using local currency) during the nine months ended January 31, 2019 compared to the year-ago period. The performance in Hong Kong, Australia and Singapore were the
primary contributors to the increase in fee revenue in the nine months ended January 31, 2019 compared to the year-ago period, partially offset by a decline in fee revenue
in Indonesia. Consumer goods, education/non-profit and technology were the main sectors contributing to the increase in fee revenue in the nine months ended January 31,
2019 as compared to the year-ago period.

Latin America reported fee revenue of $24.3 million in the nine months ended January 31, 2019 compared to $22.0 million in the year-ago period. Exchange rates
unfavorably impacted fee revenue by $3.4 million, or 15%, in the nine months ended January 31, 2019 compared to the year-ago period. The increase in fee revenue in the
region was due to higher fee revenue in Mexico, Brazil and Colombia in the nine months ended January 31, 2019 compared to the year-ago period, partially offset by lower
fee revenue in Chile.

Advisory. Advisory reported fee revenue of $614.0 million, an increase of $36.5 million, or 6%, in the nine months ended January 31, 2019 compared to $577.5 million in the
year-ago period. Exchange rates unfavorably impacted fee revenue by $14.4 million, or 2%, in the nine months ended January 31, 2019 compared to the year-ago period.
Fee revenue from consulting services was higher by $29.0 million in the nine months ended January 31, 2019 compared to the year-ago period, with the remaining increase
of $7.5 million was generated by our products business.

RPO & Professional Search. RPO & Professional Search reported fee revenue of $237.4 million, an increase of $41.4 million, or 21%, in the nine months ended January 31,
2019 compared to $196.0 million in the year-ago period. Exchange rates unfavorably impacted fee revenue by $4.9 million, or 3%, in the nine months ended January 31,
2019 compared to the year-ago period. Higher fee revenues in RPO & Professional Search of $22.1 million and $19.3 million, respectively, drove the increase in fee revenue.

Compensation and Benefits

Compensation and benefits expense increased $97.5 million, or 11%, to $979.6 million in the nine months ended January 31, 2019 from $882.1 million in the year-ago
period. Exchange rates favorably impacted compensation and benefits by $17.3 million, or 2%, in the nine months ended January 31, 2019 compared to the year-ago period.
The increase in compensation and benefits was primarily due to an increase in performance related bonus expense of $47.2 million, higher commission expense of $4.7
million and an increase in the use of outside contractors of $4.3 million due to higher fee revenues. Also contributing to the increase was a 7% increase in average
headcount, which contributed $28.5 million in higher salaries and related payroll taxes, $10.7 million increase in amortization of long-term incentive awards and $4.2 million in
severance costs, partially offset by a decrease of $8.1 million in the amounts owed under certain deferred compensation and retirement plans driven by smaller gains in the
fair value of participants’ accounts in the nine months ended January 31, 2019 compared to the year-ago period.

 Executive Search compensation and benefits expense increased by $29.3 million, or 8%, to $378.0 million in the nine months ended January 31, 2019 compared to $348.7
million in the year-ago period. Exchange rates favorably impacted compensation and benefits by $5.3 million, or 2%, in the nine months ended January 31, 2019 compared
to the year-ago period. The increase was primarily due to higher performance-related bonus expense of $24.9 million due to the increase in fee revenue.
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Also contributing to the increase was a 4% increase in average headcount, which contributed $10.1 million in higher salaries and related payroll taxes, and a $6.3 million
increase in amortization of long-term incentive awards, partially offset by a decrease of $8.0 million in the amounts owed under certain deferred compensation and retirement
plans driven by smaller increases in the fair value of participants’ accounts in the nine months ended January 31, 2019 compared to the year-ago period. Executive Search
compensation and benefits expense, as a percentage of fee revenue, decreased to 65% in the nine months ended January 31, 2019 from 67% in the year-ago period.

Advisory compensation and benefits expense increased by $29.4 million, or 8%, to $395.2 million in the nine months ended January 31, 2019 from $365.8 million in the year-
ago period. Exchange rates favorably impacted compensation and benefits by $8.5 million, or 2%, in the nine months ended January 31, 2019 compared to the year-ago
period. The change was primarily due to $11.9 million in higher performance-related bonus expense, an increase of $4.6 million in commission expense and $1.6 million in
outside contractors due to the growth in fee revenue. The rest of the increase in compensation and benefits expense was due to an increase in amortization of long-term
incentive awards of $3.2 million and $2.6 million in severance expense. Advisory compensation and benefits expense, as a percentage of fee revenue increased to 64% in
the nine months ended January 31, 2019 from 63% in the year-ago period.

RPO & Professional Search compensation and benefits expense increased by $30.6 million, or 22%, to $169.0 million in the nine months ended January 31, 2019 from
$138.4 million in the year-ago period. Exchange rates favorably impacted compensation and benefits by $3.5 million, or 3%, in the nine months ended January 31, 2019
compared to the year-ago period. The increase was due to higher salaries and related payroll taxes of $16.9 million resulting from a 26% increase in the average headcount
in the nine months ended January 31, 2019 compared to the year-ago period. The higher average headcount and the $2.0 million increase in the use of outside contractors
was primarily driven by the need to service an increase in fee revenue in the RPO business. Also contributing to the increase in compensation and benefits was a higher
performance-related bonus expense of $8.3 million. RPO & Professional Search compensation and benefits expense, as a percentage of fee revenue, was 71% for both the
nine months ended January 31, 2019 and 2018.

Corporate compensation and benefits expense increased by $8.1 million, or 28%, to $37.4 million in the nine months ended January 31, 2019 from $29.3 million in the year-
ago period. The increase was primarily due to higher performance-related bonus expense, higher salaries and related payroll taxes, higher stock-based compensation
expense and an increase in amortization of long-term incentive awards of $2.0 million, $1.6 million, $1.3 million and $0.7 million, respectively, in the nine months ended
January 31, 2019 compared to the year-ago period. The rest of the increase was due to a change in the cash surrender value (“CSV”) of COLI that increased compensation
and benefits expense by $1.5 million in the nine months ended January 31, 2019 compared to the year-ago period.

General and Administrative Expenses

General and administrative expenses increased $112.2 million, or 64%, to $287.6 million in the nine months ended January 31, 2019 compared to $175.4 million in the year-
ago period. Exchange rates favorably impacted general and administrative expenses by $4.5 million, or 3%, in the nine months ended January 31, 2019 compared to the
year-ago period. The increase in general and administrative expenses was due to the write-off of tradenames of $106.6 million related to the Plan, an increase of $2.7 million
in legal and other professional expenses, higher marketing and business development expenses of $1.6 million and an increase in bad debt expense of $1.1 million during
the nine months ended January 31, 2019 as compared to the year-ago period. General and administrative expenses, as a percentage of fee revenue, was 20% in the nine
months ended January 31, 2019 as compared to 14% in the nine months ended January 31, 2018. Excluding the tradename write-offs, general and administrative expenses
as a percentage of fee revenue, was 13% in the nine months ended January 31, 2019.

Executive Search general and administrative expenses was $61.2 million in the nine months ended January 31, 2019 compared to $57.6 million in the year-ago period. The
increase in general and administrative expenses was mainly due to $1.2 million more in premise and office expense, an increase in foreign exchange loss of $1.2 million,
higher bad debt expense of $0.7 million and an increase in marketing and business development expenses of $0.5 million in the nine months ended January 31, 2019
compared to the year-ago period. Executive Search general and administrative expenses, as a percentage of fee revenue, was 10% in the nine months ended January 31,
2019 compared to 11% in the year-ago period.

Advisory general and administrative expenses increased by $105.3 million, or 144%, to $178.6 million in the nine months ended January 31, 2019 from $73.3 million in the
year-ago period. The increase in general and administrative expenses was mainly due to the write-off of tradenames of $106.6 million in the nine months ended January 31,
2019 compared to the year-ago period. Advisory general and administrative expenses, as a percentage of fee revenue, was 29% in the nine months ended January 31, 2019
as compared to 13% in the nine months ended January 31, 2018. Excluding the tradename write-offs, general and administrative expenses as a percentage of fee revenue,
was 12% in the nine months ended January 31, 2019.
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 RPO & Professional Search general and administrative expenses was $20.0 million in both the nine months ended January 31, 2019 and 2018. RPO & Professional Search
general and administrative expenses, as a percentage of fee revenue, was 8% in the nine months ended January 31, 2019 compared to 10% in the year-ago period.

Corporate general and administrative expenses increased by $3.3 million, or 13%, to $27.8 million in the nine months ended January 31, 2019 compared to $24.5 million in
the year-ago period. The increase in general and administrative expenses was mainly due to an increase of $2.4 million in legal and other professional expenses and $0.8
million in marketing and business development expenses.

Cost of Services Expense

Cost of services expense consists primarily of non-billable contractor and product costs related to the delivery of various services and products, primarily in RPO &
Professional Search and Advisory. Cost of services expense increased by $1.8 million, or 3%, to $55.0 million in the nine months ended January 31, 2019 compared to $53.2
million in the year-ago period. The increase was mainly due to higher fee revenue. Cost of services expense, as a percentage of fee revenue, was 4% in both the nine
months ended January 31, 2019 and 2018.

Depreciation and Amortization Expenses

Depreciation and amortization expenses were $34.5 million, a decrease of $2.4 million, or 7%, in the nine months ended January 31, 2019 compared to $36.9 million in the
year-ago period. The decrease was due to lower amortization expense associated with intangible assets as some of our intangible assets became fully amortized.

Restructuring Charges, Net

During the nine months ended January 31, 2019, no restructuring charges were incurred.

During the nine months ended January 31, 2018, we continued the implementation of the fiscal 2016 restructuring plan to integrate entities that were acquired in fiscal 2016
and recorded $0.1 million of restructuring charges, net relating to the consolidation of premises.

Operating Income

Operating income decreased by $65.6 million to $78.6 million in the nine months ended January 31, 2019 compared to operating income of $144.2 million in the year-ago
period. The decrease in operating income was primarily driven by the write-off of tradenames of $106.6 million, an increase of $97.5 million in compensation and benefits
expense, and $5.6 million more in general and administrative expenses (excluding write-off of tradenames), offset by higher fee revenue of $143.4 million.
 
Executive Search operating income, increased by $34.4 million, or 34%, to $137.0 million in the nine months ended January 31, 2019 as compared to $102.6 million in the
year-ago period. The increase in Executive Search operating income was driven by higher fee revenue of $65.6 million, offset by an increase in compensation and benefits
expense of $29.3 million. Executive Search operating income, as a percentage of fee revenue, was 23% and 20% in the nine months ended January 31, 2019 and 2018,
respectively.

Advisory operating loss was $24.4 million in the nine months ended January 31, 2019, a decrease of $96.9 million, as compared to operating income of $72.5 million in the
year-ago period. The change from operating income to an operating loss was primarily due to the write-off of tradenames of $106.6 million and an increase of $29.4 million in
compensation and benefits expense, offset by higher fee revenue of $36.5 million and a decrease in depreciation and amortization expense of $2.4 million. Advisory
operating loss, as a percentage of fee revenue, was 4% in the nine months ended January 31, 2019 compared to an operating income, as a percentage of fee revenue, of
13% in the year-ago period. Excluding the tradename write-offs, operating income as a percentage of fee revenue, was 13% in the nine months ended January 31, 2019.

RPO & Professional Search operating income was $36.3 million, an increase of $8.6 million, or 31%, in the nine months ended January 31, 2019 as compared to $27.7
million in the year-ago period. The increase in operating income was driven by higher fee revenue of $41.4 million, offset by increases in compensation and benefits expense
and cost of services expense of $30.6 million and $2.1 million, respectively. RPO & Professional Search operating income, as a percentage of fee revenue, was 15% in the
nine months ended January 31, 2019 compared to 14% in the year-ago period.

Net Income Attributable to Korn Ferry

 Net income attributable to Korn Ferry decreased by $40.2 million to $52.4 million in the nine months ended January 31, 2019 as compared to $92.6 million in the year-ago
period. The decrease was due to an increase in operating expenses of $205.9 million mainly due to the tradename write-off of $106.6 million, higher compensation and
benefits expense of $97.5 million, and a decrease in other income, net of $12.0 million primarily due to changes in the fair value of our marketable securities during the nine
months ended January 31, 2019 compared to the year-ago period. These decreases in net income attributable
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to Korn Ferry were offset by higher total revenue of $140.1 million and lower income tax provision of $40.0 million during the nine months ended January 31, 2019 compared
to the year-ago period. Net income attributable to Korn Ferry, as a percentage of fee revenue, was 4% in the nine months ended January 31, 2019 compared to 7% in the
nine months ended January 31, 2018.

Adjusted EBITDA

Adjusted EBITDA increased by $26.4 million to $228.8 million in the nine months ended January 31, 2019 as compared to $202.4 million in the year-ago period. This
increase was driven by higher fee revenue of $143.4 million, offset by an increases of $97.4 million in compensation and benefits expense (excluding integration costs), $5.6
million in general and administrative expenses (excluding write-off on tradenames) and $1.8 million in cost of services and a decrease in other income, net of $12.0 million
primarily due to changes in the fair value of our marketable securities during the nine months ended January 31, 2019 compared to the year-ago period. Adjusted EBITDA,
as a percentage of fee revenue, was 16% for both the nine months ended January 31, 2019 and 2018.

Executive Search Adjusted EBITDA increased by $33.5 million, or 30%, to $144.1 million in the nine months ended January 31, 2019 as compared to $110.6 million in the
nine months ended January 31, 2018. The increase was driven by higher fee revenue of $65.6 million during the nine months ended January 31, 2019 compared to the year-
ago period, offset by increases of $29.3 million in compensation and benefits expense and $3.6 million in general and administrative expenses. Executive Search Adjusted
EBITDA, as a percentage of fee revenue, was 25% in the nine months ended January 31, 2019 as compared to 21% in the nine months ended January 31, 2018.

Advisory Adjusted EBITDA was $112.1 million in the nine months ended January 31, 2019, an increase of $7.7 million, or 7%, as compared to $104.4 million in the year-ago
period. The increase was driven by higher fee revenue of $36.5 million, offset by increases of $29.3 million in compensation and benefits expense (excluding integration
costs) during the nine months ended January 31, 2019 compared to the year-ago period. Advisory Adjusted EBITDA, as a percentage of fee revenue, was 18% in both the
nine months ended January 31, 2019 and 2018.

RPO & Professional Search Adjusted EBITDA was $38.8 million in the nine months ended January 31, 2019, an increase of $8.7 million, or 29%, as compared to $30.1
million in the year-ago period. The increase was driven by higher fee revenue of $41.4 million, offset by increases of $30.6 million in compensation and benefits expense and
an increase of $2.1 million in cost of services expense during the nine months ended January 31, 2019 compared to the year-ago period. RPO & Professional Search
Adjusted EBITDA, as a percentage of fee revenue, was 16% in the nine months ended January 31, 2019 compared to 15% in the year-ago period.

Other Income, Net

Other income, net was $2.3 million in the nine months ended January 31, 2019 compared to $14.3 million in the year-ago period. The decrease was primarily due to smaller
gains in the fair value of our marketable securities during the nine months ended January 31, 2019 compared to the year-ago period.

Interest Expense, Net

Interest expense, net primarily relates to our credit agreement and borrowings under our COLI policies, which is partially offset by interest earned on cash and cash
equivalent balances. Interest expense, net was $12.7 million in the nine months ended January 31, 2019 compared to $11.0 million in the year-ago period.

Income Tax Provision

The provision for income tax was $14.1 million in the nine months ended January 31, 2019 compared to $54.1 million in the year-ago period. This reflects a 20.8% and 36.7%
effective tax rate for the nine months ended January 31, 2019 and 2018, respectively. The difference in the effective tax rate is primarily due to the enactment of the Tax Act
which reduced the U.S. corporate federal statutory income tax rate from 35% to 21% and the excess tax benefit on stock-based awards that vested in the three months
ended July 31, 2018 and January 31, 2019, which were recorded as discrete benefits in those respective quarters.

Net Income Attributable to Noncontrolling Interest

Net income attributable to noncontrolling interest represents the portion of a subsidiary’s net earnings that are attributable to shares of a subsidiary not held by Korn Ferry
that are included in the consolidated results of operations. Net income attributable to noncontrolling interest for the nine months ended January 31, 2019 was $1.8 million as
compared to $1.0 million for the nine months ended January 31, 2018.
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 Liquidity and Capital Resources

The Company and its Board of Directors endorse a balanced approach to capital allocation. The Company’s priority is to invest in growth initiatives, such as the hiring of
consultants, the continued development of IP and derivative products and services, and the investment in synergistic, accretive merger and acquisition transactions that earn
a return that is superior to the Company's cost of capital. Next, the Company’s capital allocation approach contemplates the return of a portion of excess capital to
stockholders, in the form of a regular quarterly dividend, subject to the factors discussed below and in the “Risk Factors” section of the Annual Report on Form 10-K for the
fiscal year ended April 30, 2018. Additionally, the Company considers share repurchases on an opportunistic basis and subject to the terms of our Credit Agreement (defined
below).

On December 19, 2018, we entered into a senior secured $650.0 million Amended and Restated Credit Agreement (the “Credit Agreement”) with a syndicate of banks and
Wells Fargo Bank, National Association as administrative agent to among other things, provide for enhanced financial flexibility. See Note 10—Long-Term Debt for a
description of the Credit Agreement. We drew down $226.9 million on the Revolver (define below) and used the proceeds to pay-off the term loan that was outstanding as of
December 19, 2018. We have $420.2 million available under the Revolver after we drew down $226.9 million and after $2.9 million of standby letters of credit were issued as
of January 31, 2019. We had $2.9 million in standby letters of credit issued under our long-term debt arrangements as of January 31, 2019 and April 30, 2018, respectively.
We had a total of $10.4 million and $7.4 million of standby letters of credits with other financial institutions as of January 31, 2019 and April 30, 2018, respectively. The
standby letters of credits were generally issued as a result of entering into office premise leases.

As part of a previous acquisition, the Company committed to a $40 million retention pool for certain employees of the previous acquired company subject to certain
circumstances. The balance has been paid in full as of January 31, 2019.

The Board of Directors has adopted a dividend policy to distribute, to our stockholders, a regular quarterly cash dividend of $0.10 per share. Every quarter since the adoption
of the dividend policy, the Company has declared a quarterly dividend. The declaration and payment of future dividends under the quarterly dividend program will be at the
discretion of the Board of Directors and will depend upon many factors, including our earnings, capital requirements, financial conditions, the terms of our indebtedness and
other factors our Board of Directors may deem to be relevant. Our Board of Directors may, however, amend, revoke or suspend our dividend policy at any time and for any
reason.

The Company repurchased approximately $37.4 million and $32.6 million of the Company’s stock during the nine months ended January 31, 2019 and 2018, respectively. On
March 6, 2019, our Board of Directors approved an increase to the share repurchase program of approximately $200 million, which brings our available capacity to
repurchase shares in the open market or privately negotiated transactions to approximately $250 million. Any decision to continue to execute our currently outstanding share
repurchase program will depend on our earnings, capital requirements, financial condition and other factors considered relevant by our Board of Directors. Our Credit
Agreement, dated December 19, 2018, permits us to pay dividends to our stockholders and make share repurchases so long as our pro forma net leverage ratio, defined as,
the ratio of consolidated funded indebtedness minus up to $50 million of unrestricted cash and cash equivalents of the Company and domestic subsidiaries to consolidated
Adjusted EBITDA, is no greater than 3.25 to 1.00, and our pro forma domestic liquidity is at least $50.0 million, including the revolving credit commitment minus amounts
outstanding on the Revolver, issued letters of credit and swing loans.

Our performance is subject to the general level of economic activity in the geographic regions and the industries we service. We believe, based on current economic
conditions, that our cash on hand and funds from operations and the Credit Agreement we entered into on December 19, 2018 will be sufficient to meet anticipated working
capital, capital expenditures, general corporate requirements, repayment of the debt, share repurchases and dividend payments under our dividend policy during the next
twelve months. However, if the national or global economy, credit market conditions and/or labor markets were to deteriorate in the future, such changes could put negative
pressure on demand for our services and affect our operating cash flows. If these conditions were to persist over an extended period of time, we may incur negative cash
flows and it might require us to access our existing credit facility to meet our capital needs and/or discontinue our share repurchases and dividend policy.

Cash and cash equivalents and marketable securities were $622.9 million and $657.9 million as of January 31, 2019 and April 30, 2018, respectively. Net of amounts held in
trust for deferred compensation plans and accrued bonuses, cash and marketable securities were $295.9 million and $312.4 million at January 31, 2019 and April 30, 2018,
respectively. As of January 31, 2019 and April 30, 2018, we held $230.4 million and $207.6 million, respectively of cash and cash equivalents in foreign locations, net of
amounts held in trust for deferred compensation plans and to pay fiscal 2019 annual bonuses. Cash and cash equivalents consist of cash and highly liquid investments
purchased with original maturities of three months or less. Marketable securities consist of mutual funds. The primary objectives of our investment in mutual funds are to
meet the obligations under certain of our deferred compensation plans.

 As of January 31, 2019 and April 30, 2018, marketable securities of $133.4 million (net of gross unrealized gains of $3.4 million and gross unrealized losses of $3.9 million)
and $137.1 million (net of gross unrealized gains of $11.0 million and gross
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unrealized losses of $1.0 million), respectively, were held in trust for settlement of our obligations under certain deferred compensation plans, of which $127.0 million and
$122.8 million, respectively, are classified as non-current. These marketable securities were held to satisfy vested obligations totaling $116.2 million and $118.2 million as of
January 31, 2019 and April 30, 2018, respectively. Unvested obligations under the deferred compensation plans totaled $23.8 million and $29.5 million as of January 31,
2019 and April 30, 2018, respectively.

The net increase in our working capital of $74.9 million as of January 31, 2019 compared to April 30, 2018 is primarily attributable to decreases in compensation and benefits
payable and current portion of our long-term debt and an increase in accounts receivable, offset by a decrease in cash and cash equivalents. The decrease in cash and cash
equivalents and compensation and benefits payable was primarily due to the payment of annual bonuses earned in fiscal 2018 and paid during the first quarter of fiscal 2019,
with cash and cash equivalents also decreasing due to sign-on and retention payments, stock repurchases made in the open market, payments for tax withholding on
restricted stock vesting and dividend payment during the first three quarters of fiscal 2019. The decrease in the current portion of our long-term debt is a result of the amount
withdrawn on the revolver to pay off the term loan. The increase in accounts receivable was due to an increase in days of sales outstanding which went from 58 days to 71
days (which is consistent with historical experience) from April 30, 2018 to January 31, 2019. Cash provided by operating activities was $101.0 million in the nine months
ended January 31, 2019 compared to $59.6 million in the nine months ended January 31, 2018.

Cash used in investing activities was $59.5 million in the nine months ended January 31, 2019 compared to $32.2 million in the year-ago period. An increase in cash used in
investing activities was primarily due to an increase in premiums paid under our COLI contracts and higher cash used for the purchases of property and equipment, offset by
an increase in death benefits proceeds received from life insurance policies and increase in proceeds from sales/maturities of marketable securities net of cash used to
purchase marketable securities during the nine months ended January 31, 2019 compared to the year-ago period.

Cash used in financing activities was $57.8 million in the nine months ended January 31, 2019 compared to $64.6 million in the nine months ended January 31, 2018. The
change was primarily due to the borrowings of $31.9 million from our COLI contracts, offset with increases in cash used to repurchase shares of common stock to satisfy tax
withholding requirements upon the vesting of restricted stock of $16.8 million, $4.8 million in shares repurchased under the stock repurchase program and an increase in
payments on life insurance policy loans of $3.8 million in the nine months ended January 31, 2019 compared to the year-ago period.

Cash Surrender Value of Company-Owned Life Insurance Policies, Net of Loans

The Company purchased COLI policies or contracts insuring the lives of certain employees eligible to participate in the deferred compensation and pension plans as a means
of funding benefits under such plans. As of January 31, 2019 and April 30, 2018, we held contracts with gross CSV of $218.8 million and $186.8 million, respectively. Total
outstanding borrowings against the CSV of COLI contracts were $94.2 million and $66.7 million as of January 31, 2019 and April 30, 2018, respectively. Such borrowings do
not require annual principal repayments, bear interest primarily at variable rates and are secured by the CSV of COLI contracts. At January 31, 2019 and April 30, 2018, the
net cash value of these policies was $124.6 million and $120.1 million, respectively.

Long-Term Debt

On December 19, 2018, we entered into the Credit Agreement to among other things, provide for enhanced financial flexibility. The Credit Agreement provides for, among
other things: (a) a $650.0 million five-year senior secured revolving credit facility (the “Revolver”) and (b) certain customary affirmative and negative covenants, including a
maximum consolidated total leverage ratio (as defined below) and a minimum interest coverage ratio. Our Credit Agreement permits payment of dividends to stockholders
and share repurchases so long as the pro forma net leverage ratio is no greater than 3.25 to 1.00, and the pro forma domestic liquidity is at least $50.0 million. We drew
down $226.9 million on the Revolver and used the proceeds to pay-off the term loan that was outstanding as of December 19, 2018. The pay-off of the old credit facility and
drawn-down on the new Revolver is considered a debt modification and therefore the previously incurred unamortized and current debt issuance costs will be amortized over
the life of the new issuance.

 At our option, loans issued under the Credit Agreement will bear interest at either LIBOR or an alternate base rate, in each case plus the applicable interest rate margin. The
interest rate applicable to loans outstanding under the Credit Agreement may fluctuate between LIBOR plus 1.25% per annum to LIBOR plus 2.00% per annum, in the case
of LIBOR borrowings (or between the alternate base rate plus 0.25% per annum and the alternate base rate plus 1.00% per annum, in the alternative), based upon the
Company’s total funded debt to Adjusted EBITDA ratio (as set forth in the Credit Agreement, the “consolidated leverage ratio”) at such time. In addition, the Company will be
required to pay to the lenders a quarterly commitment fee ranging from 0.20% to 0.35% per annum on the average daily unused amount of the Revolver, based upon the
Company’s consolidated leverage ratio at such time, and fees relating to the issuance of letters of credit. During the three and nine months ended January 31, 2019, the
average rate on our long-term debt arrangements were 3.64% and 3.42%,
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respectively. During the three and nine months ended January 31, 2018, the average rate on the previous term loan was 2.65% and 2.49%, respectively.

The Revolver matures on December 19, 2023 and any unpaid principal balance is payable on this date. The Revolver also may be prepaid and terminated early by us at any
time without premium or penalty (subject to customary LIBOR breakage fees). As of January 31, 2019, $226.9 million was outstanding under the Revolver compared to
$238.9 million as of April 30, 2018, under the previous term loan. The unamortized debt issuance costs associated with the long-term debt, were $4.2 million and $2.7 million
as of January 31, 2019 and April 30, 2018, respectively. The fair value of our Revolver is based on borrowing rates currently required of loans with similar terms, maturity and
credit risk. The carrying amount of the Revolver approximates fair value because the base interest rate charged varies with market conditions and the credit spread is
commensurate with current market spreads for issuers of similar risk. The fair value of the Revolver is classified as a Level 2 liability in the fair value hierarchy. As of January
31, 2019, we were in compliance with our debt covenants.

We had a total of $420.2 million available under the Revolver after we drew down $226.9 million and after $2.9 million of standby letters of credit were issued as of January
31, 2019. As of April 30, 2018, we had no borrowings under the previous revolver. We had a total of $122.1 million available under the previous revolver after $2.9 million of
standby letters of credit were issued as of April 30, 2018. We had a total of $10.4 million and $7.4 million of standby letters of credits with other financial institutions as of
January 31, 2019 and April 30, 2018, respectively. The standby letters of credits were generally issued as a result of entering into office premise leases.

We are not aware of any other trends, demands or commitments that would materially affect liquidity or those that relate to our resources.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements and have not entered into any transactions involving unconsolidated, special purpose entities. We had no material changes in
contractual obligations as of January 31, 2019, as compared to those disclosed in our table of contractual obligations included in our Annual Report.

Critical Accounting Policies

Preparation of this Quarterly Report on Form 10-Q requires us to make estimates and assumptions that affect the reported amount of assets and liabilities, disclosure of
contingent assets and liabilities at the date of our financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could
differ from those estimates and assumptions and changes in the estimates are reported in current operations as new information is learned or upon the amounts becoming
fixed or determinable. In preparing our interim consolidated financial statements and accounting for the underlying transactions and balances, we apply our accounting
policies as disclosed in the notes to our consolidated financial statements. We consider the policies related to revenue recognition, performance related bonuses, deferred
compensation, carrying values of receivables, goodwill, intangible assets and recoverability of deferred income taxes as critical to an understanding of our interim
consolidated financial statements because their application places the most significant demands on management’s judgment and estimates. Specific risks for these critical
accounting policies are described in our Form 10-K filed with the Securities Exchange Commission. During the nine months ended January 31, 2019, we implemented the
new revenue standard (ASU 2014-09), which superseded revenue recognition requirements regarding contracts with customers to transfer goods or services or for the
transfer of nonfinancial assets.

Revenue Recognition

Substantially all fee revenue is derived from fees for professional services related to executive and professional recruitment performed on a retained basis, recruitment
process outsourcing, talent and organizational advisory services and the sale of products, standalone or as part of a solution.

Revenue is recognized when control of the goods and services are transferred to the customer, in an amount that reflects the consideration we expect to be entitled to in
exchange for those goods and services. Revenue contracts with customers are evaluated based on the five-step model outlined in the Accounting Standard Codification 606
(“ASC 606”): 1) identify the contract with a customer; 2) identify the performance obligation(s) in the contract; 3) determine the transaction price; 4) allocate the transaction
price to the separate performance obligation(s); and 5) recognize revenue when (or as) each performance obligation is satisfied.

 Fee revenue from executive search and non-executive professional activities is generally one-third of the estimated first-year compensation of the placed candidate, plus a
percentage of the fee to cover indirect engagement-related expenses. In addition to the search retainer, an uptick fee is billed when the actual compensation awarded by the
client for a placement is higher than the estimated compensation. In the aggregate, upticks have been a relatively consistent percentage of the original estimated fee;
therefore, we estimate upticks using the expected value method based on historical data on a portfolio basis. In a standard search engagement, there is one performance
obligation which is the promise to undertake a search. We generally
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recognize such revenue over the course of a search and when it is legally entitled to payment as outlined in the billing terms of the contract. Any revenues associated with
services that are provided on a contingent basis are recognized once the contingency is resolved as this is when control is transferred to the customer. These assumptions
determine the timing of revenue recognition for the reported period.

RPO fee revenue is generated through two distinct phases: 1) the implementation phase and 2) the post-implementation recruitment phase. The fees associated with the
implementation phase are recognized over the period that the related Implementation services are provided. The post-implementation recruitment phase represents end-to-
end recruiting services to clients for which there are both fixed and variable fees, which are recognized over the period that the related recruiting services are performed.

Consulting fee revenue, primarily generated from Advisory, is recognized as services are rendered, measured by total hours incurred to the total estimated hours at
completion. It is possible that updated estimates for consulting engagements may vary from initial estimates with such updates being recognized in the period of
determination. Depending on the timing of billings and services rendered, we accrue or defer revenue as appropriate.

Product revenue is generated from a range of online tools designed to support human resource processes for pay, talent and engagement, and assessments, as well as
licenses to proprietary IP and tangible/digital products. IP subscriptions grant access to proprietary compensation and job evaluation databases. IP subscriptions are
considered symbolic IP due to the dynamic nature of the content and, as a result, revenue is recognized over the term of the contract. Functional IP licenses grant customers
the right to use IP content via delivery of a flat file. Because the IP content license has significant standalone functionality, revenue is recognized upon delivery and when an
enforceable right to payment exists. Online assessments are delivered in the form of online questionnaires. A bundle of assessments represents one performance obligation,
and revenue is recognized as assessment services are delivered and we have a legally enforceable right to payment. Tangible/Digital products sold by us mainly consist of
books and digital files covering a variety of topics including performance management, team effectiveness, and coaching and development. We recognize revenue for its
products when sold or shipped as in the case for books.

 Item 3.  Quantitative and Qualitative Disclosures About Market Risk

As a result of our global operating activities, we are exposed to certain market risks, including foreign currency exchange fluctuations and fluctuations in interest rates. We
manage our exposure to these risks in the normal course of our business as described below.

Foreign Currency Risk

Substantially all our foreign subsidiaries’ operations are measured in their local currencies. Assets and liabilities are translated into U.S. dollars at the rates of exchange in
effect at the end of each reporting period and revenue and expenses are translated at average rates of exchange during the reporting period. Resulting translation
adjustments are reported as a component of accumulated other comprehensive loss, net on our consolidated balance sheets.

Transactions denominated in a currency other than the reporting entity’s functional currency may give rise to foreign currency gains or losses that impact our results of
operations. Historically, we have not realized significant foreign currency gains or losses on such transactions. During the nine months ended January 31, 2019 and 2018, we
recorded foreign currency losses of $1.4 million and $2.8 million, respectively, in general and administrative expenses in the consolidated statements of income.

 Our exposure to foreign currency exchange rates is primarily driven by fluctuations involving the following currencies — U.S. Dollar, Canadian Dollar, Euro, Pound Sterling,
Swiss Franc, Singapore Dollar, Brazilian Real and Mexican Peso. Based on balances exposed to fluctuation in exchange rates between these currencies as of January 31,
2019, a 10% increase or decrease equally in the value of these currencies could result in a foreign exchange gain or loss of $10.3 million. We have a program that primarily
utilizes foreign currency forward contracts to offset the risks associated with the effects of certain foreign currency exposures. These foreign currency forward contracts are
neither used for trading purposes nor are they designated as hedging instruments pursuant to Accounting Standards Codification 815, Derivatives and Hedging.
 
Interest Rate Risk

 Our exposure to interest rate risk is limited to our Revolver and borrowings against the CSV of COLI contracts. As of January 31, 2019, there was $226.9 million outstanding
under the Revolver. At our option, loans issued under the Credit Agreement bear interest at either LIBOR or an alternate base rate, in each case plus the applicable interest
rate margin. The interest rate applicable to loans outstanding under the Credit Agreement may fluctuate between LIBOR plus 1.25% per annum to LIBOR plus 2.00% per
annum, in the case of LIBOR borrowings (or between the alternate base rate plus 0.25% per annum and the alternate base rate plus 1.00% per annum, in the alternative),
based upon our total funded debt to Adjusted EBITDA ratio (as set forth in the Credit Agreement, the “consolidated net leverage ratio”) at such time. In addition, we are
required to pay the lenders a quarterly commitment fee ranging from 0.20% to 0.35% per annum on the average daily unused amount of the
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Revolver, based upon our consolidated net leverage ratio at such time, and fees relating to the issuance of letters of credit. A 100-basis point increase in LIBOR rates would
have increased our interest expense by approximately $0.6 million and $1.8 million for the three and nine months ended January 31, 2019, respectively. During the three and
nine months ended January 31, 2019, the average interest rate on the previous term loan was 3.64% and 3.42%, respectively.

To mitigate this interest rate risk, we entered into an interest rate swap contract with an initial notional amount of $129.8 million to hedge the variability to changes in cash
flows attributable to interest rate risks caused by changes in interest rates related to our variable rate debt. We have designated the swap as a cash flow hedge. As of
January 31, 2019, the notional amount was $110.0 million. The interest rate swap agreement matures on June 15, 2021 and locks the interest rates on a portion of our
outstanding debt at 1.919%, exclusive of the credit spread on the debt.

We had $94.2 million and $66.7 million of borrowings against the CSV of COLI contracts as of January 31, 2019 and April 30, 2018, respectively, bearing interest primarily at
variable rates. The risk of fluctuations in these variable rates is minimized by the fact that we receive a corresponding adjustment to our borrowed funds crediting rate which
has the effect of increasing the CSV on our COLI contracts.

 Item 4.  Controls and Procedures

a)   Evaluation of Disclosure Controls and Procedures.

Based on their evaluation of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934 (the
“Exchange Act”)) conducted as of the end of the period covered by this Quarterly Report on Form 10-Q, our Chief Executive Officer and Chief Financial Officer have
concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) are effective.

b) Changes in Internal Control over Financial Reporting.

There were no changes in our internal control over financial reporting during the three months ended January 31, 2019 that have materially affected or are reasonably
likely to materially affect our internal control over financial reporting.
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   PART II. OTHER INFORMATION
 Item 1.  Legal Proceedings
From time to time, we are involved in litigation both as a plaintiff and a defendant, relating to claims arising out of our operations. As of the date of this report, we are not
engaged in any legal proceedings that are expected, individually or in the aggregate, to have a material adverse effect on our business, financial condition or results of
operations.

 Item 1A.  Risk Factors
In our Form 10-K for the year ended April 30, 2018, we described material risk factors facing our business. Additional risks not presently known to us or that we currently
deem immaterial may also impair our business operations. As of the date of this report, there have been no material changes to the risk factors described in our Form 10-K.

  Item 2.  Unregistered Sales of Equity Securities, Use of Proceeds and Issuers Purchases of Equity Securities

Issuer Purchases of Equity Securities
The following table summarizes common stock repurchased by us during the quarter ended January 31, 2019:

  
Shares

Purchased (1)   

Average
Price Paid
Per Share   

Shares Purchased
as Part of Publicly-

Announced
Programs (2)   

Approximate Dollar
Value of Shares
That May Yet be

Purchased Under
the Programs (2) (3)

               
November 1, 2018— November 30, 2018   —   $ —    —   $65.4 million
December 1, 2018— December 31, 2018   454,023   $ 44.05    304,500   $52.6 million
January 1, 2019— January 31, 2019   49,004   $ 39.59    48,300   $50.7 million

Total   503,027   $ 43.62    352,800   
 
 
(1) Represents withholding of a portion of restricted shares to cover taxes on vested restricted shares and shares purchased as part of our publicly announced programs.

(2) On December 8, 2014, the Board of Directors approved an increase in the Company’s stock repurchase program to an aggregate of $150.0 million. The shares can be repurchased
in open market transactions or privately negotiated transactions at the Company’s discretion. We repurchased approximately $14.7 million of the Company’s common stock under
the program during the third quarter of fiscal 2019.

(3) On March 6, 2019, our Board of Directors approved an increase to the share repurchase program of approximately $200 million, which brings our available capacity to repurchase
shares in the open market or privately negotiated transactions to approximately $250 million.

 Our Credit agreement, dated December 19, 2018, permits us to pay dividends to our stockholders and make share repurchases so long as our pro forma net leverage ratio,
defined as, the ratio of consolidated funded indebtedness minus up to $50 million of unrestricted cash and cash equivalents of the Company and domestic subsidiaries to
consolidated Adjusted EBITDA, is no greater than 3.25 to 1.00, and our pro forma domestic liquidity is at least $50.0 million, including the revolving credit commitment minus
amounts outstanding on the revolver, issued letters of credit and swing loans.
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  Item 6.  Exhibits
 

Exhibit
Number  Description

    
3.1*

 
Certificate of Amendment of Restated Certificate of Incorporation of the Company, effective January 1, 2019, filed as Exhibit 3.1 to the Company’s Current Report
on Form 8-K, filed December 13, 2018.

 
3.2*  Seventh Amended and restated Bylaws, effective January 1, 2019, filed as Exhibit 3.2 to the Company’s Current Report on Form 8-K, filed December 13, 2018.  
3.3  Restated Certificate of Incorporation of the Company, effective January 7, 2019.  

10.1*
 

Amended and Restated Credit Agreement, dated December 19, 2018, by and among the Company, Wells Fargo Bank, National Association, as administrative
agent and other lender parties thereto, filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed December 20, 2018.

 
31.1  Chief Executive Officer Certification pursuant to Rule 13a-14(a) under the Exchange Act.  
31.2  Chief Financial Officer Certification pursuant to Rule 13a-14(a) under the Exchange Act.  
32.1  Chief Executive Officer and Chief Financial Officer Certification pursuant to 18 U.S.C. Section 1350.  

101.INS  XBRL Instance Document.  
101.SCH  XBRL Taxonomy Extension Schema Document.  
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document.  
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document.  
101.LAB  XBRL Taxonomy Extension Label Linkbase Document.  
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document.  

 

* Incorporated herein by reference
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   SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
 

Korn Ferry
   
By:  /s/ Robert P. Rozek
  Robert P. Rozek
  Executive Vice President, Chief Financial Officer and

Chief Corporate Officer
 
Date:  March 11, 2019
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EXHIBIT 3.3

RESTATED CERTIFICATE OF INCORPORATION

OF

KORN FERRY

Korn Ferry, a corporation organized and existing under the General Corporation Law of the State of Delaware (the “Corporation”), DOES
HEREBY CERTIFY AS FOLLOWS:

FIRST: The Corporation filed its original Certificate of Incorporation with the Secretary of State of Delaware on September 13, 1999
under the name “Korn/Ferry International.”

SECOND: The Board of Directors of the Corporation duly adopted, pursuant to Sections 242 and 245 of the General Corporation Law of the
State of Delaware, a Restated Certificate of Incorporation.

THIRD: The Restated Certificate of Incorporation, as adopted by the Board of Directors of the Corporation, is as follows:

Article I: Name

The name of the corporation is Korn Ferry (the “Corporation”).

Article II: Registered Office

The address of the registered office of the Corporation in the State of Delaware is 251 Little Falls Drive, Wilmington, County of New Castle
19808. The name of its registered agent at such address is Corporation Service Company.

Article III: Purpose

The purpose of the Corporation is to engage in any lawful act or activity for which corporations may be organized under the General
Corporation Law of the State of Delaware.

Article IV: Stock

Section 1. Authorized Shares.  The total number of shares of all classes which the Corporation shall have the authority to issue shall be
200,000,000, which shall be divided into two classes, one to be designated “Common Stock,” which shall consist of 150,000,000 authorized shares,
$0.01 par value per share, and a second class to be designated as “Preferred Stock,” which shall consist of 50,000,000 authorized shares, $0.01 par value
per share.

Section 2. Preferred Stock of the Corporation.  The Preferred Stock may be issued in one or more series, from time to time, each series to be
appropriately designated by a distinguishing number, letter or title, prior to the issuance of any shares thereof.  The first series of Preferred Stock shall
initially consist of 10,000 shares and shall be designated “7.5% Convertible Series A Preferred Stock” (“Series A Preferred Stock”).  

 Section 3. Authority of Board of Directors to Issue Stock.  Each series of Preferred Stock shall consist of such number of shares and have
such voting powers, full or limited, or no voting powers, and

 



 

such designations, preferences and relative, participating, optional or other special rights, and the qualifications, limitations or restrictions thereof, as
shall be stated in the resolutions or resolutions providing for the issuance of such series adopted by the Board of Directors of the Corporation (the “Board
of Directors”), and the Board of Directors is hereby expressly vested with authority, to the full extent now or hereafter provided by law, to adopt any
such resolution or resolutions.  The authority of the Board of Directors with respect to each series shall include, but not be limited to, determination of
the following:

(a) The number of shares constituting the series and the distinctive designation of that series;

(b) The dividend rate on the shares of that series, whether dividends shall be cumulative, and, if so, from which date or dates, and the
relative rights of priority, if any, of payment of dividends on shares of that series;

(c) Whether that series shall have voting rights, in addition to the voting rights provided by law, and, if so, the terms of such voting
rights;

(d) Whether that series shall have conversion privileges, and, if so, the terms and conditions of such conversion, including provision
for adjustment of the conversion rate in such events as the Board of Directors shall determine;

(e) Whether or not the shares of that series shall be redeemable, and, if so, the terms and conditions of such redemption, including
the date or date upon or after which they shall be redeemable, and the amount per share payable in case of redemption, which amount may
vary under different conditions and at different redemption dates;

(f) Whether that series shall have a sinking fund for the redemption or purchase of shares of that series, and, if so, the terms and
amount of such sinking fund;

(g) The rights of the shares of that series in the event of voluntary or involuntary liquidation, dissolution or winding-up of the
Corporation, and the relative rights of priority, if any, of payment of shares of that series; and

(h) Any other relative rights, preferences and limitations of that series.

Section 4. No Preemptive or Preferential Rights.  No holders of shares of the Corporation of any class, now or hereafter authorized, shall
have any preferential or preemptive rights to subscribe for, purchase or receive any shares of the Corporation of any class, now or hereafter authorized, or
any options or warrants to subscribe for such shares, or any rights to subscribe for, purchase or receive any securities convertible to or exchangeable for
such shares, which may at any time be issued, sold or offered for sale by the Corporation.

Section 5. Series A Preferred Stock.  

(a) Designation.  Each share of Series A Preferred Stock shall be identical in all respects to every other share of Series A Preferred Stock.  The
shares of Series A Preferred Stock are subject to subordination in the manner, and to the extent, set forth in that certain Subordination Agreement, dated
as of June 13, 2002, made by the Corporation and certain other persons in favor of Bank of America and certain senior creditors.
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(b)  Number of Shares.  The number of shares of Series A Preferred Stock shall initially be 10,000.  Such number may from time to
time be increased (but not in excess of the total number of authorized shares of Preferred Stock) or decreased (but not below the number of
shares of Series A Preferred Stock then outstanding) by the Board of Directors.  Shares of Series A Preferred Stock that are redeemed,
purchased or otherwise acquired by the Corporation or converted into Common Stock shall be cancelled and shall revert to authorized but
unissued shares of Preferred Stock undesignated as to series.

(c) Definitions.  As used herein with respect to Series A Preferred Stock:

(i)“Accrued Dividends,” with respect to any share of Series A Preferred Stock, means an amount computed at the annual
dividend rate for Series A Preferred Stock, from the Closing Date or the Accrual Date, as applicable, to and including the date to which such
dividends are to be accrued (whether or not such dividends have been declared), less the aggregate amount of all dividends previously paid
on such share whether in cash or stock.

(ii)“Average Closing Price” with respect to any period shall be calculated on a volume-weighted average basis.  Specifically, it
shall be computed by (x) multiplying the Closing Price on each Trading Day within the period by a fraction, the numerator of which is the
trading volume of the Common Stock for such Trading Day on the New York Stock Exchange or within the relevant trading market if not
the New York Stock Exchange, and the denominator of which is the aggregate trading volume for the trading period, and (y) adding
together the products thus derived.

(iii)“Business Day” means each Monday, Tuesday, Wednesday, Thursday or Friday on which banking institutions in New York,
New York or Los Angeles, California are not authorized or obligated by law, regulation or executive order to close.

(iv)“Closing Date” means June 13, 2002.

(v) “Closing Price” on any Trading Day means the last reported sales price regular way or, in case no such reported sale
takes place on such Trading Day, the average of the reported closing bid and asked prices regular way, in each case on the New York Stock Exchange or,
if the Common Stock is not listed or admitted to trading on the New York Stock Exchange, on the principal national securities exchange, market or
quotation system on which the Common Stock is listed or admitted to trading, or, if such prices are not available, Closing Price shall mean the price per
share of the Common Stock determined by the Board of Directors on a reasonable basis and in good faith.

(vi) “Fair Market Value” on any day means the Closing Price.

(vii) “Fundamental Change” means any transaction (including any merger, consolidation, recapitalization or other
reorganization) or a series of related transactions as a result of which all or substantially all of the outstanding Common Stock is converted into or
exchanged for stock, other securities, cash or assets.

(viii) “Junior Stock” means the Common Stock and any other class or series of stock of the Corporation hereafter
authorized over which Series A Preferred Stock has preference or priority in the payment of dividends or in the distribution of assets on any liquidation,
dissolution or winding up of the Corporation.

(ix) “Note” means the 7.5% Convertible Subordinated Note Due 2010 of the Corporation.

3



 

 (x) “Parity Stock” means any other class or series of stock of the Corporation that ranks on a parity with Series A
Preferred Stock in the payment of dividends or in the distribution of assets on any liquidation, dissolution or winding up of the Corporation.

(xi) “Redemption Date” means the date fixed for redemption by or pursuant to this Certificate of Designations.

(xii) “Trading Day” means a day on which the principal national securities exchange, market or quotation system on
which the Common Stock is listed or admitted to trading is open for the transaction of business or, if the Common Stock is not listed or admitted to
trading, a Business Day.

(xiii) “Warrants” means the eight-year warrants issued pursuant to the Purchase Agreement, dated as of June 13, 2002, by
and between the Corporation and the other parties thereto.

(d) Dividends.

(i) Rate. Holders of Series A Preferred Stock shall be entitled to receive, when, as and if declared by the Board of
Directors, but only out of funds legally available therefor, cumulative dividends per share of Series A Preferred Stock at the annual rate of 7.5% (or as
such rate may be modified pursuant to the next paragraph) of the Issuance Price.  The Issuance Price means $1000 per share of Series A Preferred Stock,
as adjusted to reflect the occurrence of any stock split, stock dividend, stock combination, stock subdivision or similar recapitalization affecting such
share.

In the event that any Registration Default (as such term is defined in the Investor Rights Agreement, entered into as of the
Closing Date by and between the Corporation and the other parties thereto, hereinafter the “Investor Rights Agreement”) exists and is continuing, then
the annual rate of 7.5% referred to in the foregoing paragraph shall be increased by one percentage point per quarter, up to a maximum of 14%, until
such time as the Registration Default ceases to continue (as set forth in the Investor Rights Agreement) at which point the annual rate shall immediately
be reduced to 7.5%.

(ii) Payment. Dividends are payable semi-annually on the thirteenth day of June and December in each year (or, if
any such date is not a Business Day, on the next succeeding Business Day), beginning December 13, 2002, to holders of record on the Business Day
preceding such dividend payment date, fixed for that purpose by the Board of Directors in advance of payment of each particular dividend.  The amount
of dividends payable for the initial dividend period and any period shorter than a full semi‑annual period during which shares are outstanding shall be
computed on the basis of a 360-day year of twelve 30-day months and the actual number of days elapsed in the period which is payable.  The dividend
payable per share of Series A Preferred Stock for each full dividend period shall be computed by dividing the annual dividend rate by two.  No interest,
or sum of money in lieu of interest, shall be payable in respect of any dividend payments on shares of Series A Preferred Stock which may be in arrears;
provided, however, that to the extent that the Corporation does not declare and pay the amounts specified in Section 5(d)(i) above on the dividend
payment date on which such dividend is payable, the holders of the Series A Preferred Stock thus affected shall also receive, but only out of funds
legally available for the payment of dividends, additional dividends in an amount equal to 2.0% per annum of such overdue amount for each day
(beginning with the first day following such dividend payment date) for which such failure to declare and pay such dividends continues.

 Dividends payable on shares of Series A Preferred Stock shall be paid in additional shares of Series A Preferred Stock; provided,
however, that on any dividend payment date occurring on or before the second anniversary of the Closing Date, dividends equal to 1% of the Issuance
Price shall be paid in cash and equal to 6.5% of the Issuance Price shall be paid in additional shares of Series A
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Preferred Stock, and provided, further, at the option of the Corporation, dividends payable on shares of Series A Preferred Stock on any dividend
payment date occurring after the second anniversary of the Closing Date may be paid entirely in cash or in additional shares of Series A Preferred
Stock.  To the extent that dividends are paid in additional shares of Series A Preferred Stock, such shares shall be valued at the Issuance Price, and such
additional shares shall be entitled to receive cumulative dividends beginning from the date of issuance (such date an “Accrual Date”).

(iii) Priority of Dividends. So long as any share of Series A Preferred Stock remains outstanding, no dividend
whatsoever shall be paid or declared and no distribution shall be made on any Junior Stock, other than a dividend or distribution payable solely in Junior
Stock, and no shares of Junior Stock shall be purchased, redeemed or otherwise acquired for consideration by the Corporation, directly or indirectly
(other than as a result of (A) a reclassification of Junior Stock for or into Junior Stock, (B) the exchange or conversion of one share of Junior Stock for or
into another share of Junior Stock, or (C) the repurchase of Common Stock from the Corporation’s employees up to an aggregate amount of up to
$1,000,000 of Common Stock per year) provided, however, that dividends may be paid on Junior Stock if (i) all Accrued Dividends on all outstanding
shares of Series A Preferred Stock for all past dividend periods have been paid in full and (ii) in the case of a dividend or distribution, there shall
contemporaneously have been declared and paid or made on each outstanding share of Series A Preferred Stock a dividend or distribution in the same
amount as the Corporation would have paid on such share if such share had been converted into Common Stock on the record date for the payment of
such dividend or distribution and had received the dividend or distribution payable on such Common Stock.  Subject to the foregoing, such dividends and
distributions (payable in cash, stock or otherwise) as may be determined by the Board of Directors may be declared and paid on any Junior Stock from
time to time out of any funds legally available therefor.

(e) Liquidation Rights.

(i) Voluntary or Involuntary Liquidation.  In the event of any voluntary or involuntary liquidation, dissolution or winding
up of the affairs of the Corporation, holders of Series A Preferred Stock shall be entitled, before any distribution or payment out of the assets of the
Corporation may be made to the holders of any Junior Stock, to receive in full an amount per share equal to the greater of (i) the Issuance Price, together
with an amount equal to all Accrued Dividends to the date of payment and (ii) the amount that a holder of one share of Series A Preferred Stock would
be entitled to receive if such shares were converted into Common Stock immediately prior to such liquidation, dissolution or winding up.  Such greater
amount per share shall be the “Liquidation Preference Amount”.

(ii) Partial Payment. If the assets of the Corporation are not sufficient to pay the Liquidation Preference Amount in full to
all holders of Series A Preferred Stock and all holders of any Parity Stock, the amounts paid to the holders of Series A Preferred Stock and to the holders
of all Parity Stock shall be pro rata in accordance with the respective aggregate Liquidation Preference Amounts of Series A Preferred Stock and all
such Parity Stock.

(iii) Residual Distributions.  If the Liquidation Preference Amount has been paid in full to all holders of Series A
Preferred Stock and all holders of any Parity Stock, the holders of Junior Stock shall be entitled to receive all remaining assets of the Corporation
according to their respective rights and preferences.

 (iv) Merger, Consolidation and Sale of Assets Not Liquidation.   For purposes of this Section 5(e), the merger or
consolidation of the Corporation with any other corporation, including a merger in which the holders of Series A Preferred Stock receive cash or property
for their shares, or the
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sale of all or substantially all of the assets of the Corporation, shall not constitute a liquidation, dissolution or winding up of the Corporation.

(f) Redemption.

(i) Optional Redemption by the Corporation.  Any time after the third anniversary of the Closing Date, the Corporation, at
the option of the Board of Directors, may redeem in whole or in part the shares of Series A Preferred Stock at the time outstanding, at any time or from
time to time, upon notice given as provided in Section 5(f)(vi), at the redemption price in effect at the notice date as provided in this Section 5(f),
provided, however, that (A) no shares of Series A Preferred Stock may be redeemed pursuant to this Section 5(f)(i) if at any time during the 135 days
prior to the Redemption Date the Shelf Registration Statement (as defined in the Investor Rights Agreement) with respect to the Common Stock into
which any shares of Series A Preferred Stock are convertible shall not be effective, (B) optional redemption may only be made if the Corporation
certifies to the holders in the redemption notice sent in accordance with Section 5(f)(vi) that it is able, financially and otherwise, to make the redemption
payment, and there has been no default (as set forth in Section 5(f)(ix)) by the Corporation on an obligation to pay for shares of Series A Preferred Stock
duly called for redemption in accordance with this Section 5(f) within the 12 months prior to the date of such notice, (C) optional redemption may only
be made pursuant to this Section 5(f)(i) if, after giving effect to such redemption (and any simultaneous redemption of Notes), the ratio of (a) the
aggregate outstanding principal amount of the Notes and (b) the product of (x) the number of issued and outstanding shares of Series A Preferred Stock
and (y) the Issuance Price, is equal to 4:1, and (D) the Corporation shall not be permitted to redeem shares of Series A Preferred Stock pursuant to this
Section 5(f)(i) if, after giving effect to such redemption (and any simultaneous redemption of Notes), the sum of (a) the aggregate outstanding principal
amount of the Notes and (b) the product of (x) the number of issued and outstanding shares of Series A Preferred Stock and (y) the Issuance Price, does
not exceed $15,000,000.00.  The foregoing clauses (C) and (D) shall not limit the Corporation’s right pursuant to this Section 5(f)(i) to redeem all of the
outstanding principal amount of the Notes and all of the outstanding shares of Series A Preferred Stock in one redemption.

(ii) Redemption Price.  The redemption price for shares of Series A Preferred Stock redeemed pursuant to Section 5(f)(i)
hereof shall be set by the Corporation in its discretion pursuant to any available redemption price calculation methodology set forth below.

The Corporation may in its discretion set the redemption price for each share of Series A Preferred Stock at 100% of the Issuance
Price together with an amount equal to all Accrued Dividends to the date of redemption, provided, however, that the Corporation may not set the
redemption price using this methodology unless the Average Closing Price of the Common Stock over the 20 Trading Day period immediately
preceding the Redemption Date is equal to or greater than the price that is the result of dividing (i) the price specified in the following schedule by (ii)
the number of shares of Common Stock into which such share of Series A Preferred Stock would be convertible on the notice date (such price, the
“Minimum Share Purchase Price”).
Redemption Date Basis of Minimum Share Purchase Price

Calculation

After the third and through and including the
fourth anniversary of the Closing Date

2.0 x Issuance Price

After the fourth and through and including the
fifth anniversary of the Closing Date

2.25 x Issuance Price
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 After the fifth anniversary of the Closing Date 25 x Issuance Price

The Corporation may in its discretion set the redemption price for each share of Series A Preferred Stock at the product of (i) the
number of shares of Common Stock into which such share of Series A Preferred Stock would be convertible on the notice date and (ii) the greater of (x)
the Average Closing Price over the 20 Trading Day period immediately preceding the notice date and (y) the Minimum Share Purchase Price.

(iii) Mandatory Redemption.  The Corporation shall, on the eighth anniversary of the Closing Date, redeem all of the
outstanding shares of Series A Preferred Stock at a redemption price per share equal to (i) 101% of the Issuance Price plus (ii) an amount equal to all
Accrued Dividends to such Redemption Date.

(iv) Optional Redemption by the Holders.  After the sixth anniversary of the Closing Date, all (or a portion) of the shares
of Series A Preferred Stock shall be subject to redemption at the option of the holders thereof at a redemption price per share equal to (i) 101% of the
Issuance Price plus (ii) an amount equal to all Accrued Dividends to the Redemption Date.  In addition, if a Registration Default exists and is
continuing, and either (a) the Shelf Registration Statement has not been declared effective by the Securities and Exchange Commission (the “SEC”) on
or before the 365th calendar day after the date of filing of the Shelf Registration Statement or (b) the Shelf Registration Statement is declared effective
by the SEC but the Shelf Registration Statement thereafter ceases to be effective and such failure to be effective continues for a period of 90 consecutive
calendar days, or more than 120 days in any 365 day period, then all of the shares of Series A Preferred Stock shall be subject to redemption at the option
of the holders thereof, beginning on such 365th or 91st or 121st day, as the case may be, until such time as the Registration Default ceases to continue (as
set forth in the Investor Rights Agreement) at a redemption price equal to the greater of (y) 100% of the Issuance Price plus an amount equal to all
Accrued Dividends to the Redemption Date or (z) the product of the number of shares of Common Stock into which such share of Series A Preferred
Stock would be convertible on the date of the exercise of such option by the holder and the Average Closing Price over the 20 Trading Day period
immediately preceding such date.

Any holder of Series A Preferred Stock electing to redeem shares of Series A Preferred Stock pursuant to this Section 5(f)(iv)
shall give notice in writing of such election to the Corporation (or its successor, if the Corporation is no longer in existence) at its principal office, which
notice shall set forth the name of the holder and the number of shares of Series A Preferred Stock to be redeemed.  Such written notice of election shall
be irrevocable without the consent of the Corporation, in its sole discretion.  The Corporation shall forthwith give notice to all other holders of Series A
Preferred Stock of any such notice of redemption, specifying the date fixed by the Corporation for redemption of such shares of Series A Preferred
Stock, such date to be not more than 45 days nor less than 30 days from the notice date.  Such other holders of Series A Preferred Stock may elect to sell
to the Corporation all or a portion of their shares of Series A Preferred Stock by delivering written notice to the Corporation within 15 days after the
distribution of the notice regarding optional redemption by the Corporation.  Each holder of shares of Series A Preferred Stock that has given timely
notice to the Corporation shall be entitled to receive the redemption price thereof as described in this Section 5(f)(iv), without interest, after surrender to
the principal office of the Corporation of the certificate or certificates for the shares to be surrendered.

 (v) Change Of Control.  For the purposes of this Section 5(f): (1) a sale, conveyance or disposition of all or
substantially all of the assets of the Corporation, (ii) the effectuation of a transaction (including a merger, consolidation, recapitalization or other
reorganization) or series of related transactions as a result of which 50% or more of the issued and outstanding voting securities of the resulting entity are
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beneficially owned by a person, corporation, entity or group other than the stockholders of the Corporation immediately prior to such transactions, or
(iii) the effectuation of a transaction (including a merger, consolidation, recapitalization or other reorganization) or series of related transactions as a
result of which any person or “group” (within the meaning of Section 13(d)(3) of the Securities Exchange Act of 1934, as amended) shall succeed in
having a sufficient number of its nominees elected to the Corporation’s Board of Directors such that such nominees will constitute a majority of the
Board of Directors, shall be a “Change of Control Event.” In the event of a Change of Control Event, each holder of a share of Series A Preferred Stock
shall have the right to receive, at the option of the holder, (i) 101% of the Issuance Price plus an amount equal to all Accrued Dividends to the date of the
Change of Control Event, or (ii) the per share consideration to be received by a holder of the Common Stock into which such share of Series A Preferred
Stock is convertible as of such Change of Control Event.  Upon the consummation of a Change of Control Event that is a Fundamental Change, each
share of Series A shall automatically be converted into the right to receive, at the election of the holder in accordance with the third paragraph of this
Section 5(f)(v), one of the two forms of consideration described above.

On or before the 30th calendar day after a Change of Control Event (or the 30th calendar day prior to such Change of Control
Event that is a Fundamental Change), the Corporation shall give notice in accordance with this Section 5(f)(v) of the redemption right or other right to
receive consideration set forth herein arising as a result thereof to each holder.  To exercise a redemption right, a Holder shall deliver to the Corporation
(or an agent designated by the Corporation for such purposes in the notice referred to above) on or before the 90th calendar day after such Change of
Control Event (or if such Change of Control Event is a Fundamental Change then on or before such date of such Fundamental Change) (a) written notice
of the holder’s exercise of such right, which notice shall set forth the name of the holder, the number of shares of Series A Preferred Stock to be
redeemed, and a statement that the option to exercise the redemption right or receive the consideration is being made thereby, and (b) the certificates for
the shares of Series A Preferred Stock with respect to which the redemption right is being exercised, duly endorsed for transfer to the Corporation.  Such
written notice shall be irrevocable without the consent of the Corporation, in its sole discretion.

(vi) Notice of Redemption .  Each notice of a redemption of shares of Series A Preferred Stock or otherwise to be
provided by the Corporation under this Section 5(f) shall be made by hand delivery or delivered by overnight courier, addressed to the holders of record
of the shares to be redeemed at their respective addresses appearing on the books of the Corporation.  Each such notice shall state, as appropriate, the
following and may contain such other information as the Corporation deems advisable: (a) the Redemption Date, (b) the number of such shares of Series
A Preferred Stock held by such holder to be redeemed, (c) the redemption price, (d) the place or places where one or more certificates for such shares of
Series A Preferred Stock are to be surrendered for redemption and (e) such items as are required to be stated in a notice of an optional redemption by the
Corporation pursuant to Section 5(f)(i) above.  The “notice date” shall be the date such notice is mailed.  Such mailing shall be at least 30 days and not
more than 45 days before the date fixed for redemption.  Any notice mailed as provided in this Section 5(f)(vi) shall be conclusively presumed to have
been duly given upon receipt, but failure duly to give such notice by overnight mail, or any defect in such notice or in the mailing thereof, to any holder
of shares of Series A Preferred Stock designated for redemption shall not affect the validity of the proceedings for the redemption of any other shares of
Series A Preferred Stock Upon duly delivering notice to a holder of Series A Preferred Stock, the Corporation may not thereafter rescind such notice of
redemption or the Company’s obligation to pay the redemption price.

(vii) Partial Redemption. In case of any optional redemption of only part of the shares of Series A Preferred Stock at the
time outstanding (other than in the case of optional redemption by the holders pursuant to Section 5(f)(iv), the shares to be redeemed shall be selected
either pro rata or by lot or in such other mariner as the Board of Directors may determine to be equitable.
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 (viii) Effectiveness of Redemption.  If notice of redemption has been duly given and if on or before the Redemption
Date specified in the notice all funds necessary for the redemption have been set aside by the Corporation, separate and apart from its other funds, in
trust for the pro rata benefit of the holders of the shares of Series A Preferred Stock called for redemption (or to be redeemed pursuant to Section 5(f)
(iv)), so as to be and continue to be available therefor, then, notwithstanding that any certificate (or an affidavit of loss and indemnification in lieu thereof
has been provided to the Corporation as provided below) for any share of Series A Preferred Stock so called for redemption (or to be redeemed pursuant
to Section 5(f)(iv)) has not been surrendered for cancellation, on and after the Redemption Date all shares of Series A Preferred Stock so called for
redemption (or to be redeemed pursuant to Section 5(f)(iv)) shall cease to be outstanding and all rights with respect to such shares of Series A Preferred
Stock shall forthwith on such Redemption Date cease and terminate, except only the right of the holders thereof to receive the amount payable on such
redemption without interest.  In the event any certificate shall have been lost, stolen or destroyed, upon the making of an affidavit of that fact by the
holder certifying to the satisfaction of the Corporation that such certificate has been lost, stolen or destroyed and entering into an indemnity agreement
against any claim that may be made against it with respect to such certificate, the Corporation will deliver any redemption price in respect thereof
issuable and/or payable in exchange for such lost, stolen or destroyed certificate pursuant to the terms of this Section 5(f).  Any funds unclaimed at the
end of one year from the Redemption Date shall, to the extent permitted by law, be released to the Corporation, after which time the holders of the shares
of Series A Preferred Stock so called for redemption (or to be redeemed pursuant to Section 5(f)(iv)) shall look only to the Corporation for payment of
the redemption price of such shares of Series A Preferred Stock.

(ix) Redemption Default.  If the Corporation defaults on an obligation incurred hereunder to pay a redemption price
payable pursuant to the terms of this Section 5(f), the holder of any share of Series A Preferred Stock subject to such default (a) shall receive additional
dividends in an amount equal to 2.0% per annum for each day for which such default continues, and (b) may at its option either (A) enforce its right to
receive such redemption price and receive the additional interest due thereon pursuant to clause (b) or (B) terminate or rescind such attempted
redemption.

(g) Conversion Rights.  Each share of Series A Preferred Stock shall be convertible at the option of the holder thereof at any
time into fully paid and non-assessable shares of Common Stock of the Corporation (calculated as to each conversion to the nearest 1/100th of a share)
on and subject to the following terms and conditions:

(i) Conversion Price.  The conversion price at which shares of Series A Preferred Stock shall be convertible into
Common Stock (the “Conversion Price”) shall initially be $10.25 per share and shall be adjusted in certain events as provided in Section 5(g)(v).  Each
share of Series A Preferred Stock shall be taken at the Issuance Price and any Accrued Dividends for the purpose of conversion.

(ii) Surrender of Certificates . In order to convert shares of Series A Preferred Stock into Common Stock the holder must
surrender, at the office of any transfer agent for the Common Stock or at such other office as the Board of Directors may designate, the certificate or
certificates for the shares to be converted, duly endorsed or assigned either to the Corporation or in blank, together with irrevocable written notice that
such holder elects to convert such shares.  Such shares shall be deemed to be converted immediately before the close of business on the date of such
surrender, and the person or persons entitled to receive the Common Stock issuable upon such conversion shall be treated for all purposes as the record
holder or holders of such Common Stock at such time.  As promptly as practicable on or after such date, and in any event within 3 Business Days, the
Corporation shall issue and deliver at such office to the person or persons entitled to receive the same a certificate or certificates for the number of full
shares of Common Stock issuable upon such conversion, together with payment in lieu of any fraction of a share as provided in Section 5(g)(iv).
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 (iii) Shares Called for Redemption.  In case shares of Series A Preferred Stock are called for redemption, the right to
convert such shares shall cease and terminate at the close of business on the Business Day before the date fixed for redemption’ provided, however, that
such right may be reinstated in case of a default in payment of the redemption price as set forth in Section 5(f)(ix).

(iv) Fractional Shares.  No fractional shares of Common Stock shall be issued upon conversion of shares of Series A
Preferred Stock, but, instead of any fraction of a share that would otherwise be issuable, the Corporation shall pay cash in an amount equal to the same
fraction of the Closing Price on the date of surrender of the certificate or certificates for such shares for conversion, or, if such date is not a Trading Day,
on the next Trading Day.

(v) Adjustment of Conversion Price Anti-Dilution.  The Conversion Price and the number and kind of shares of capital
stock or other property issuable on conversion shall be adjusted from time to time as follows.

(A) Sales of Common Stock Below Fair Market Value .  In case the Corporation shall issue or grant to any
person (whether directly or by assumption in a merger or otherwise, other than upon a Fundamental Change to which Section 5(g)(v)(E) applies) (a)
rights, warrants, options, exchangeable securities or convertible securities (each referred to herein as “Rights”) entitling such person to subscribe for or
purchase shares of Common Stock at a price per share less than the Fair Market Value or (b) shares of Common Stock at a price per share less than the
Fair Market Value, on the record date fixed for the determination of persons entitled to receive such Rights or such shares, the Conversion Price in effect
immediately before the close of business on the record date fixed for such determination shall be reduced by multiplying such Conversion Price by a
fraction, of which (i) the numerator is the number of shares of Common Stock outstanding (including all shares of Common Stock issued or issuable
upon conversion of any convertible security or upon the exercise of any rights, warrants or options) on such record date plus the number of shares of
Common Stock which the aggregate of the offering price of the total number of shares of Common Stock so offered for subscription or purchase
pursuant to such Rights, or so issued, would purchase at the Fair Market Value on such record date and (ii) the denominator shall be the number of
shares of Common Stock outstanding (including all shares of Common Stock issued or issuable upon conversion of any convertible security or upon the
exercise of any rights, warrants or options) at the close of business on such record date plus the number of shares of Common Stock so offered for
subscription or purchase pursuant to such Rights, or so issued.  If, after any such record date, any such Rights or shares are not in fact issued, or are not
exercised prior to the expiration thereof, the Conversion Price shall be immediately readjusted, effective as of the date such Rights or shares expire, or
the date the Board of Directors determines not to issue such Rights or shares, to the Conversion Price that would have been in effect if the unexercised
Rights had never been granted or such record date had not been fixed, as the case may be.  Such adjustment shall be made successively whenever any
such event shall occur.  For the purposes of this paragraph, the aggregate of the offering price received or to be received by the Corporation shall include
the maximum aggregate amount (if any) payable upon exercise or conversion of such Rights.  The value of any consideration received or to be received
by the Corporation, if other than cash, is to be determined by the Board of Directors on a reasonable basis and in good faith.

 (B) Stock Splits and Combinations.  In case the Corporation shall subdivide its outstanding Common
Stock into a greater number of shares or combine its outstanding Common Stock into a smaller number of shares, the Conversion Price in effect
immediately before the time when such subdivision or combination becomes effective shall be adjusted so that the holder of each share of Series A
Preferred Stock converted thereafter shall be entitled to receive the number of shares of Common Stock that such holder would have received if such
shares of Series A Preferred Stock had been converted
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immediately prior thereto at the Conversion Price then in effect.  Such adjustment shall be made successively whenever any such event shall occur.

(C) Stock Dividends in Common Stock.  In case the Corporation shall pay a dividend or make a distribution
in shares of Common Stock on any class of capital stock of the Corporation, the Conversion Price in effect immediately before the close of business on
the record date fixed for determination of stockholders entitled to receive such dividend or distribution shall be reduced by multiplying such Conversion
Price by a fraction, of which the numerator is the number of shares of Common Stock outstanding (including all shares of Common Stock issued or
issuable upon conversion of any convertible security or upon the exercise of any rights, warrants or options) on such record date and the denominator is
the sum of such number of shares and the total number of shares of Common Stock issued in such dividend or distribution.  Such adjustment shall be
made successively whenever any such event shall occur.

(D) Distributions of Indebtedness, Securities or Assets.  In case the Corporation shall distribute to all
holders of Common Stock (whether by dividend or in a merger or consolidation or otherwise) evidences of indebtedness, shares of capital stock of any
class or series, other securities, cash or assets (other than Common Stock or a dividend or distribution payable exclusively in cash and other than as a
result of a Fundamental Change), the Conversion Price in effect immediately before the close of business on the record date fixed for determination of
stockholders entitled to receive such distribution shall be reduced by multiplying such Conversion Price by a fraction, of which the numerator is the Fair
Market Value on such record date less the fair market value (as determined by the Board of Directors, whose determination in good faith shall be
conclusive) of the portion of such evidences of indebtedness, shares of capital stock, other securities, cash and assets so distributed applicable to one
share of Common Stock and the denominator is such Fair Market Value.  Such adjustment shall be made successively whenever any such event shall
occur.  In case such distribution is not made after such a record date has been fixed, the Conversion Price shall be readjusted to the Conversion Price that
would have been in effect if such record date had not been fixed.

(E) Fundamental Changes.  In case any Fundamental Change shall occur, the holder of each share of
Series A Preferred Stock outstanding immediately before such Fundamental Change shall have, in addition to all other rights hereunder, the right to
receive the kind and amount of stock, other securities, cash and assets that such holder would have received if such share of Series A Preferred Stock had
been converted immediately prior thereto.  The Corporation agrees that it will not be a party to or permit any Fundamental Change to occur unless the
foregoing provisions are included in the terms thereof, and unless the holders of Series A Preferred Stock shall continue to have all of its rights and
privileges hereunder in an equivalent manner after giving effect to the Fundamental Change.

(F) Exempted Issuances.  Notwithstanding any other provision in this Section 5(g)(v), the foregoing
provisions of this Section 5(g)(v) shall not apply to, and no adjustment shall be made to the Conversion Price for:

(1) shares of Common Stock issuable upon the exercise of options or other
convertible securities to be issued pursuant to the Company’s stock option, performance award or employee benefit plans; provided, however, that this
exemption shall be limited to 7,000,000 shares of Common Stock issuable upon and an additional 1,574,501 shares of Common Stock issuable upon the
exercise of options reserved for grant in September 2002 pursuant to the Company’s option exchange program;
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 (2) shares of Common Stock issuable upon the exercise of options or other
convertible securities previously issued pursuant to the Corporation’s stock option, performance award or employee benefit plan;

(3) shares of Common Stock issuable upon conversion of shares of Series A Preferred
Stock, the Note or exercise of outstanding Warrants, or pay-in-kind dividends paid on the Series A Preferred Stock or the Note;

(4) securities that have been approved for issuance or grant by the holders of at least
two-thirds of the outstanding shares of Series A Preferred Stock; or

(5) securities that are issued in conjunction with an acquisition or a non-financing
strategic transaction approved by the Board of Directors; provided, however, that the number of shares of Common Stock or securities convertible into
Common Stock issued by the Corporation in conjunction with non-financing strategic transactions that are exempt from the foregoing provisions of this
Section 5(g)(v) shall be limited to 20% of the shares of Common Stock outstanding (including all shares of Common Stock issued or issuable upon
conversion of any convertible security or upon the exercise of any rights, warrants or options) immediately prior to the Closing Date.

(G) No Adjustment for Participating Distributions.  Notwithstanding any of the provisions of this Section
5(g)(v), no adjustment to the Conversion Price shall be made pursuant to a distribution by the Corporation in which the holders of Series A Preferred
Stock shares have participated on an as-converted to Common Stock basis in accordance with Section 5(d)(iii).

(H) Deferral of Certain Conversions Requiring Adjustment .  In any case in which this Section 5(g)(v)
requires that an adjustment as a result of any event become effective from and after a record date, the Corporation may elect to defer until after the
occurrence of such event (A) issuing to the holder of any shares of Series A Preferred Stock converted after such record date and before the occurrence
of such event the additional shares of Common Stock issuable upon such conversion over and above the shares issuable on the basis of the Conversion
Price in effect immediately before adjustment and (B) paying to such holder any amount in cash in lieu of a fractional share of Common Stock pursuant
to Section 5(g)(iv) above.  In any such case the Corporation shall issue or cause a transfer agent to issue due bills or other appropriate evidence of the
right to receive the shares the issuance of which is so deferred.

(I) Deferral of Small Adjustments .  Any adjustment in the Conversion Price otherwise required by this
Section 5(g) may be postponed until the date of the next adjustment (or the date of conversion, if earlier) otherwise required to be made if such
adjustment (together with any other adjustments postponed pursuant to this paragraph (ix) and not theretofore made) would not require an increase or
decrease of more than 0.5% in such Conversion Price.  All calculations under this Section 5(g)(v) shall be made to the nearest cent or to the nearest
1/100th of a share, as the case may be.

(J) Voluntary Reduction in Conversion Price.  The Board of Directors may make such reductions in the
Conversion Price, in addition to those required by this Section 5(g)(v), as it shall deem necessary to avoid taxation of any dividend or distribution of
stock or rights to acquire stock or any event treated as a deemed dividend or distribution for Federal income tax purposes to the recipients.

(vi) Notice of Conversion Price Adjustments.  Whenever the Conversion Price is adjusted as herein provided:

 (A) The Corporation shall compute and file with each transfer agent for the shares of
Series A Preferred Stock the adjusted Conversion Price in accordance with this Section 5(g) and
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shall prepare a certificate signed by the Corporation’s chief financial officer setting forth the adjusted Conversion Price and showing in reasonable detail
the facts upon which such adjustment is based; and

(B) A notice stating that the Conversion Price has been adjusted and setting forth the
adjusted Conversion Price shall be made by hand delivery or delivered by overnight courier, as soon as practicable to the holders of record of
outstanding shares of Series A Preferred Stock at their respective addresses appearing on the books of the Corporation.

(vii) Notice of Certain Events .  In case:

(A) The Corporation declares a dividend or other distribution on its Common Stock;

(B) The Corporation authorizes the issuance to the holders of its Common Stock of
rights or warrants entitling them to subscribe for or purchase any shares of capital stock of any class or any other subscription rights or warrants; or

(C) Of any reclassification of the capital stock of the Corporation (other than a
subdivision or combination of its outstanding shares of Common Stock), or of any consolidation or merger to which the Corporation is a party and for
which approval of any stockholders of the Corporation is required, or of any sale, transfer or other disposition of all or substantially all of the assets of
the Corporation or of any other transaction or event that would constitute or result in a Fundamental Change or a Change in Control; or

(D) Of the voluntary or involuntary liquidation, dissolution or winding up of the
Corporation;

then the Corporation shall file with each transfer agent for the shares of Series A Preferred Stock and shall deliver by hand
delivery or by overnight courier to the holders of record of outstanding shares of Series A Preferred Stock, at their respective addresses appearing on the
books of the Corporation, at least 5 days before the applicable record or effective date hereinafter specified, a notice stating (x) the date as of which the
holders of record of Common Stock to be entitled to such dividend, distribution, rights or warrants are to be determined, or (y) the date on which such
reclassification, consolidation, merger, sale, transfer, disposition, liquidation, dissolution or winding up or Fundamental Change is expected to become
effective, and the date as of which it is expected that holders of record of Common Stock shall be entitled to exchange their shares for securities, cash or
other property deliverable upon such reclassification, consolidation, merger, sale, transfer, disposition, liquidation, dissolution or winding up or
Fundamental Change.  Failure to give notice as required by this Section 5(g)(vii), or any defect in such notice, shall not affect the validity of any such
dividend, distribution, right, warrant, reclassification, consolidation, merger, sale, transfer, disposition, liquidation, dissolution or winding up or
Fundamental Change, or the vote on any action authorizing such.

(viii) Reservation of Shares .  The Corporation shall at all times reserve and keep available, free from preemptive rights,
out of its authorized but unissued Common Stock, solely for the purpose of issuance upon conversion of shares of Series A Preferred Stock, the full
number of shares of Common Stock then deliverable upon conversion of all shares of Series A Preferred Stock outstanding.

(h) Voting Rights.

 (i) General.  The holders of Series A Preferred Stock shall be entitled to vote and, except as hereinafter provided, shall
vote together with the holders of Common Stock (and of any other

13



 

class or series that may similarly be entitled to vote with the holders of Common Stock) as a single class on all matters on which holders of Common
Stock are entitled to vote.

In so voting, the holders of Series A Preferred Stock shall be entitled to cast such  number of votes as such holders would have
been entitled to cast if the Series A Preferred Stock and the Note had been converted into Common Stock on the record date for the determination of
holders entitled to vote.  Each share of Series A Preferred Stock shall be entitled to cast a pro rata portion of such number of votes.

(ii) Other Voting Rights.  So long as the sum of (a) the aggregate outstanding principal amount of the
Notes and (b) the product of (x) the number of issued and outstanding shares of Series A Preferred Stock and (y) the Issuance Price, exceeds
$15,000,000.00, the Corporation will not, without the prior written consent of the holders of two thirds of the Series A Preferred Stock at the time
outstanding, permit the taking of the following actions or take any action that has the effect of:

(A) waiving, amending, altering, repealing or changing the rights, preferences or
privileges of the Series A Preferred Stock, as provided herein or in the certificate of incorporation, whether by merger, consolidation or otherwise;

(B) authorizing or issuing any other equity security, including any other security
convertible into or exercisable for any equity security, having a preference over the Series A Preferred Stock with respect to voting, the payment of
dividends or in the distribution of assets on any liquidation, dissolution or winding up of the Corporation;

(C) reclassifying any outstanding shares of equity securities, including any security
convertible into or exercisable for any such equity security, into equity securities having a preference over, or being on a parity with, the Series A
Preferred Stock with respect to voting, the payment of dividends or in the distribution of assets on any liquidation, dissolution or winding up of the
Corporation;

(D) authorizing or paying any dividend or distribution with respect to Common
Stock or any other class or series of Junior Stock;

(E) increasing the authorized number of shares of Series A Preferred Stock other than
in connection with the payment of dividends on the Series A Preferred Stock;

(F) altering or changing the business of the Corporation in any fundamental respect;
or

(G) effecting a voluntary liquidation, dissolution or winding up of the Corporation;

 provided, however, that the amendment of the certificate of incorporation so as to authorize or create, or to increase the authorized amount
of, any Junior Stock or any shares of any class or series or any securities convertible into shares of any class or series of capital stock of the Corporation
ranking on a parity with Series A Preferred Stock in the payment of dividends or in the distribution of assets on any liquidation, dissolution or winding
up of the Corporation shall not be deemed to affect adversely the rights, preferences or privileges of the Series A Preferred Stock; provided, further, that
no such vote or consent of the holders of Series A Preferred Stock shall be required if provision is made for the redemption pursuant to Section 5(f) of all
shares of Series A Preferred Stock at the time outstanding at or before the time when such amendment, alteration or repeal is to take effect or when such
authorization,
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creation or increase in the authorized amount of any shares or convertible securities is to be made, as the case may be.

(i) Other Rights.  The shares of Series A Preferred Stock shall not have any voting powers, preferences or relative,
participating, optional or other special rights, or qualifications, limitations or restrictions thereof, other than as set forth herein or in the certificate of
incorporation of the Corporation.

Article V: Incorporator

The name and mailing address of the incorporator are as follows: Peter L. Dunn, Korn Ferry, 1800 Century Park East, Suite 900, Los
Angeles, California 90067.

Article VI: Bylaws

In furtherance and not in limitation of the powers conferred by the laws of the State of Delaware, the Board of Directors is expressly
authorized to adopt, alter, amend and repeal the Bylaws of the Corporation, subject to the power of the stockholders of the Corporation to alter or repeal
any bylaw whether adopted by them or otherwise; provided, however, that the affirmative vote of the majority of the voting power of the then
outstanding voting stock of the Corporation shall be required for stockholders to adopt, amend, alter or repeal any provision of the Bylaws of the
Corporation.

Article VII: Election of Directors

Unless and except to the extent that the Bylaws of the Corporation shall so require, the election of directors of the Corporation need not be by
written ballot.

Article VIII:  Number of Directors

Except as otherwise provided for or fixed by or pursuant to the provisions of Article IV of this Certificate of Incorporation or any resolution
or resolutions of the Board of Directors providing the issuance of any class or series of stock having a preference over the Common Stock as to dividends
or upon liquidation to elect additional directors under specified circumstances, the Board of Directors shall consist of not fewer than 8 nor more than 15
directors, the exact number of directors within such limits to be determined solely by the Board of Directors in the manner set forth in the Bylaws of the
Corporation.  Commencing with the 2013 annual meeting of stockholders, directors shall be elected  for a term ending on the date of the next annual
meeting of stockholders following their election and until their successors shall have been duly elected and qualified, or until their earlier death,
resignation or removal.

Article IX: Director Liability
 

A director of the Corporation shall not be liable to the Corporation or its stockholders for monetary damages for breach of fiduciary duty as a
director, except to the extent such exemption from liability or limitation thereof is not permitted under the General Corporation Law of the State of
Delaware as the same exists or may hereafter be amended. Any amendment, modification or repeal of the foregoing sentence shall not adversely affect
any right or protection of a director of the Corporation hereunder in respect of any act or omission occurring prior to the time of such amendment,
modification or repeal.
 

Article X:  Removal of Directors
 

Any or all directors may be removed with or without cause by the holders of a majority of the shares entitled to vote at an election of
directors.
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Article XI: Reservation of Rights by the Corporation
 

The Corporation hereby reserves the right at any time and from time to time to amend, alter, change or repeal any provisions contained in
this Certificate of Incorporation, and other provisions authorized by the laws of the State of Delaware at the time in force may be added or inserted, in
the manner now or hereafter prescribed by law, and all rights, preferences and privileges of whatsoever nature conferred upon stockholders, directors or
any other persons whomsoever by or pursuant to this Certificate of Incorporation in its present form or as hereafter amended are granted subject to the
right reserved in this Article XI.
 

Article XII: Meetings of the Stockholders
 
Section 1. Place of Meetings.  Meetings of the stockholders may be held within or without the State of Delaware, as the Bylaws of the

Corporation may provide.
 
Section 2. Ability to Call Special Meetings.  Special meetings of the stockholders: (a) may be called by the Board of Directors, the Chair of

the Board of Directors, the Chief Executive Officer or the President of the Corporation, and (b) shall be called by the Chair of the Board of Directors or
the Corporate Secretary upon the written request or requests of one or more persons that: (i) own (as such term is defined in the Bylaws of the
Corporation, as amended from time to time) shares representing at least 25% of the Common Stock outstanding as of the record date fixed in accordance
with the Bylaws of the Corporation to determine who may deliver a written request to call a special meeting, and (ii) comply with such other
requirements and procedures for requesting a special meeting of stockholders as may be set forth in the Bylaws of the Corporation and amended from
time to time. The foregoing provisions of this Article XII shall be subject to the provisions of the Bylaws of the Corporation (as amended from time to
time) that, among other things, limit the ability to make a request for a special meeting and that specify the circumstances pursuant to which a request for
a special meeting will be deemed to be revoked. Special meetings may not be called by any other person or persons.
 

Article XIII: Books of the Corporation
 
The books of the Corporation may be kept (subject to any provision contained in the laws of the State of Delaware) outside of the State of

Delaware at such place or places as may be designated from time to time by the Board of Directors or in the Bylaws of the Corporation.
 

Article XIV: Action by Written Consent of Stockholders Prohibited
 

No action that is required or permitted to be taken by the stockholders of the Corporation at any annual or special meeting of the stockholders
may be effected by written consent of the stockholders in lieu of a meeting of the stockholders, unless the action to be effected by written consent of
stockholders and the taking of such action by such written consent have expressly been approved in advance by the Board of Directors of the
Corporation.

 
[Remainder of Page Intentionally Left Blank]
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 IN WITNESS WHEREOF, the Corporation has caused this Restated Certificate of Incorporation to be executed on its behalf by its
Corporate Secretary on this 7th day of January, 2019.

 

KORN FERRY

 
By:/s/ Jonathan Kuai

Name:Jonathan Kuai
Title: Corporate Secretary

 

 



 
EXHIBIT 31.1

CERTIFICATIONS

I, Gary D. Burnison, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Korn/Ferry International;

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.

 
By:  /s/ GARY D. BURNISON
Name:  Gary D. Burnison
Title:  Chief Executive Officer and President
 
Date: March 11, 2019

 



 
EXHIBIT 31.2

CERTIFICATIONS

I, Robert P. Rozek, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Korn/Ferry International;

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.

 
By:  /s/ ROBERT P. ROZEK
Name:  Robert P. Rozek
Title:  Executive Vice President, Chief Financial Officer, and Chief

Corporate Officer
 
Date: March 11, 2019

 



 
EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code), the undersigned officers of
Korn/Ferry International, a Delaware corporation (the ‘Company’), hereby certify that, to the best of their knowledge:

(a) the Quarterly Report on Form 10-Q for the quarter ended January 31, 2019 (the ‘Report’) of the Company fully complies with the requirements of section 13(a) or 15(d) of
the Securities Exchange Act of 1934; and

(b) information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: March 11, 2019
 
By:  /s/ GARY D. BURNISON
Name:  Gary D. Burnison
Title:  Chief Executive Officer and President
   
By:  /s/ ROBERT P. ROZEK
Name:  Robert P. Rozek
Title:  Executive Vice President, Chief Financial Officer, and Chief

Corporate Officer
 

 
 


