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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
XI QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended June 30, 2009
OR
O 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 000-26058

Kforce Inc.

(Exact name of registrant as specified in its chaet)

FLORIDA 59-3264661
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)
1001 East Palm Avenut
TAMPA, FLORIDA 33605
(Address of principal executive offices (Zip-Code)

Registrant’s telephone number, including area codg813) 552-5000

Indicate by check mark whether the registrant € filed all reports required to be filed by SewctidB or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for the past 90 day¥ES NO O

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpo¥tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). YHS NO O

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated file O Accelerated filel
Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar O
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). YESO NO

The number of shares outstanding of the regissatmmon stock as of August 3, 2009, was 38,355,479
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SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

References in this document to “the Registrant fotice,” “we,
otherwise requires.

our” or “us” refer to Kforce Inc. athits subsidiaries, except where the context

This report, particularly Part I, Item 2, Managet®eDiscussion and Analysis of Financial Conditemd Results of Operations (“MD&A’@nd
Part 11, Item 1A, Risk Factors, and the documergsneorporate into this report, contain certairesteents that are, or may be deemed to be,
forward-looking statements within the meaning @fttterm in Section 27A of the Securities Act of 398s amended, and Section 21E of the
Securities Exchange Act of 1934, as amended (tkeH&hge Act”), and are made in reliance upon tléeptions provided by such acts for
forward-looking statements. Such statements mduydiec but may not be limited to, projections ofeeue, income, losses, cash flows, capital
expenditures, future prospects, anticipated coxisbanefits of proposed (or future) acquisitiongggration of acquisitions, plans for future
operations, capabilities of business operatiodects of interest rate variations, financing needplans, plans relating to products or services
of Kforce, estimates concerning the effects oféition or other disputes, as well as assumptions asy of the foregoing and all statements
that are not based on historical fact but rathéectour current expectations concerning futusaules and events. For a further list and
description of various risks, relevant factors andertainties that could cause future results entsvto differ materially from those expressed
or implied in our forward-looking statements, see Risk Factors and MD&A sections. In addition, whsed in this discussion, the terms
“anticipates,” “estimates,” “expects,” “intends plans,” “believes,” “will,” “may,” “could,” “should and variations thereof and similar
expressions are intended to identify forward-logkstatements.

Forward-looking statements are inherently subjecisks and uncertainties, some of which canngirkdicted. Future events and actual results
could differ materially from those set forth inumderlying the forwardeoking statements. Readers are cautioned noatepindue reliance

any forward-looking statements contained in thpore which speak only as of the date of this reg¢iorce undertakes no obligation to
publicly publish the results of any adjustmentthiese forward-looking statements that may be madeflect events on or after the date of this
report or to reflect the occurrence of unexpecteshts.



Table of Contents

PART | — FINANCIAL INFORMATION

ltem 1. Financial Statement:.

KFORCE INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS
AND COMPREHENSIVE INCOME
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Three Months Ended

Six Months Ended

June 30, June 30, June 30, June 30,
2009 2008 2009 2008

Flexible billings $219,32¢ $235,18: $442,810 $467,42:
Search fee 6,62¢ 19,95 14,44¢ 37,72«
Net service revenue 225,95 255,13¢ 457,26 505,14!
Direct costs of service 154,33 163,76¢ 313,41¢ 327,76t
Gross profil 71,62: 91,36¢ 143,84 177,37¢
Selling, general and administrative exper 62,08 78,69’ 125,49: 149,07¢
Depreciation and amortizatic 2,88t 3,67( 5,92¢ 7,62
Income from operatior 6,652 8,991 12,42; 20,67¢
Other expense, n 27t 552 624 1,34«
Income from continuing operations, before incomes 6,37 8,44t 11,79¢ 19,33¢
Income tax expens 2,47( 3,33( 4,731 7,60(
Income from continuing operatiol 3,907 5,11¢ 7,06¢ 11,73t
Income from discontinued operations, net of incdaxes — 3,58¢ — 4,14:
Net income 3,907 8,70( 7,06¢ 15,87¢
Other comprehensive income (los

Defined benefit pension and postretirement plaesphtax 6 (38€) (265) (38€)
Comprehensive incorn $ 391 $ 831« $ 6,80 $ 1549:
Earnings per shar basic:

From continuing operatior $ 01C $ 01¢ $ 01 $ 0.2¢

From discontinued operatiol — 0.0¢ — 0.1
Earnings per shar basic $ 01C $ 022 $ 01 $ 0.3¢
Earnings per shar diluted:

From continuing operatior $ 01C $ 01t $ 018 $ 0.2¢

From discontinued operatiol — 0.0¢ — 0.1
Earnings per shar diluted $ 01C $ 022 $ 01 $ 0.3¢
Weighted average shares outstane basic 38,31« 39,83 38,22¢ 40,22¢
Weighted average shares outstan« diluted 38,98¢ 40,31’ 38,731 40,63:

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESUNAUDITED

CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.
3
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KFORCE INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS)

ASSETS

Current Assets

Cash and cash equivalel

Trade receivables, net of allowance for doubtfuloamts and fallouts of $5,944 and $6,370, respelgt

Income tax refund receivab

Deferred tax asset, n

Prepaid expenses and other current a:

Total current asse

Fixed assets, ni
Other assets, n
Deferred tax asset, n
Intangible assets, n
Goodwill

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable and other accrued liabili
Accrued payroll cost
Other current liabilitie:
Income taxes payab
Total current liabilities
Long-term debt credit facility
Long-term debt other
Other lon¢-term liabilities
Total liabilities
Commitments and contingenci
Stockholder Equity:
Preferred stock, $0.01 par; 15,000 shares autlthrimene issued and outstand
Common stock, $0.01 par; 250,000 shares authoré2822 and 61,866 issued, respecti
Additional paic-in capital
Accumulated other comprehensive inca
Retained earning
Less reacquired shares at cost; 23,989 and 23&66s respective
Total stockholder equity
Total liabilities and stockholde’ equity

December 31

June 30,

2009 2008
$ 467 $ 66C
127,84 132,42¢
307 487
5,701 5,99¢
6,41¢ 6,17
140,73 145,74t
12,64¢ 14,68
30,47: 29,03:
10,93¢ 10,627
8,73¢ 10,60¢
140,36¢ 140,11¢
$ 343,90: $ 350,81t
$ 28,997 $ 28,08
48,54 51,31(
2,15¢ 1,917
90¢ 4,13
80,60: 85,44+
24,86: 38,022
1,76¢ 2,29¢
22,00( 19,217
129,23: 144,97.
628 61¢
328,83 325,18
124 38¢
35,54( 28,47:
(150,45 (148,82,
214,67 205,84
$ 343,90:. $ 350,81!

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESUNAUDITED

CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.
4
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KFORCE INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN STOCKHOLDERS’ EQUITY
(IN THOUSANDS)

Common stock shares
Shares at beginning of peri
Issuance of restricted sto
Exercise of stock optior

Shares at end of peri

Common stocl- par value:
Balance at beginning of peri
Issuance of restricted sto
Exercise of stock optior
Balance at end of peric
Additional paic-in capital:
Balance at beginning of peri
Issuance of restricted sto
Exercise of stock optior
Income tax benefit from restricted stock and stogion exercise
Stock-based compensatic
Employee stock purchase pl
Balance at end of peric
Accumulated other comprehensive incol

Balance at beginning of peri
Pension and postretirement plans adjustment, rteixadf $183

Balance at end of peric
Retained earning:

Balance at beginning of peri
Net income

Balance at end of peric

Treasury stock shares
Shares at beginning of peri

Shares repurchased for minimum tax withholdingesiricted stock and stock option exerci

Shares tendered in payment of the exercise priseok option:
Employee stock purchase pl
Shares at end of perit

Treasury stocl- cost :
Balance at beginning of perit

Shares repurchased for minimum tax withholdingesiricted stock and stock option exerci

Shares tendered in payment of the exercise priseok option:
Employee stock purchase pl
Balance at end of peric

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESUNAUDITED
CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.

5

Six Months Endec

June 30, 2009

61,86¢
20¢
247
62,32:

$ 61¢
2
2

$ 62

$ 325,18°
@

1,71¢

201

1,61¢

117

$ 328,831

$ 38¢

(26%)
$ 124

$ 28,47:
7,06¢
$ 35,54(

23,85(
55
147

(59)
23,98

$ (148,82
(45¢)

(1,465)

292

$ (150,45
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KFORCE INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

Six Months Ended

June 30, 200 June 30, 200
Cash flows from operating activitie
Net income $ 7,06¢ $ 15,87¢
Adjustments to reconcile net income to cash praviole (used in) operating activitie
Intangible asset impairment chai 87C —
Deferred income tax provision, r 165 324
Gain on sale of discontinued operatit — (5,939
Depreciation and amortizatic 5,92t 7,62
Stock-based compensatic 1,61¢ 9,56¢
(Recovery of) provision for bad debts on accouateivable and fallout (712) 1,707
Pension and postretirement benefit plans exp 95C 1,36:
Alternative lon¢term incentive awar 872 —
Deferred compensation liability increase (decreaset 86¢€ (1,177
Tax benefit attributable to option exercis 201 24
Excess tax benefit attributable to option exerc 2 —
(Gain) loss on cash surrender value of com-owned life insuranc (322) 1,46
Loss on asset sales/dispos 134 167
Other (12€) —
(Increase) decrease in operating ast
Trade receivables, n 5,29¢ 10,68(
Income tax refund receivab 18C (85
Prepaid expenses and other current a: (1,5572) (1,337)
Other assets, n 16¢€ 24z
Increase (decrease) in operating liabilit|
Accounts payable and other accrued liabili 70z (757)
Accrued payroll cost (2,359 (2,719
Income taxes payab (3,230 (11€)
Other lon¢-term liabilities 12C 1,16¢
Cash provided by operating activiti 16,83¢ 38,09¢
Cash flows from investing activitie
Acquisitions, net of cash receiv: 91 —
Proceeds from disposition of busines — 10,53¢
Proceeds from escrow accol 1,17( —
Capital expenditure (1,87¢) (5,51¢€)
Premiums paid for compa-owned life insuranc (2,200 (2,637)
Other 86 —
Cash proceeds from sale of as: 4 22
Cash (used in) provided by investing activil (2,727) 2,41(
Cash flows from financing activitie
Proceeds from bank line of cre 167,12: 181,25¢
Payments on bank line of cre (180,28)) (198,589
Excess tax benefit attributable to option exerc 2 —
Shor-term vendor financin 11 —
Proceeds from exercise of stock options, net ofeshendered in payment of the exercise price
stock options 258 75
Shares repurchased for minimum tax withholdingesiricted stock and stock option exerci (45¢) —
Payment of capital expenditure financ (959) (1,442
Open market repurchases of common s — (20,839
Cash used in financing activiti (14,309 (39,535
(Decrease) Increase in cash and cash equive (193) 973
Cash and cash equivalents at beginning of p¢ 66C 1,08:
Cash and cash equivalents at end of pe $ 467 $ 2,05¢
Supplemental Cash Flow Informatic
Cash paid during the period fc
Income taxes, ne $7,24¢  $10,15¢
Interest, ne $ 513 $ 1,37

Non-Cash Transaction Informatio



Employee stock purchase pl

Shares tendered in payment of the exercise pristook option:
Equipment acquired under capital le

Proceeds from discontinued operations held in es

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESUNAUDITED
CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.

6

$ 41C $ 44¢
$1,468 $ —
$ 19¢ $ 1,01C
$ — $1,15(
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KFORCE INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

Kforce Inc. and subsidiaries (collectively, “Kfofggrovide professional staffing services and ol to customers in the following
segments: Technology (“Tech”), Finance and Accaun(fFA”), Health and Life Sciences (“HLS”) and Gemament Solutions (“GS”). Kforce
provides flexible staffing services and solutiomsaotemporary basis and also provides search ssreit both a contingency and retained basis.
Kforce operates through its corporate headquainefampa, Florida and its 62 field offices, whiate docated throughout the United States.
One of our subsidiaries, Kforce Global Solutioms;.) provides outsourcing services internationtidlpugh two offices in Manila, Philippines.
Our international operations comprise approximaléfyof net service revenues and are included infeah segment.

Kforce serves Fortune 1000 companies, the Fedexargment, state and local governments, local agnal companies, and small to
mid-sized companies.

Basis of Presentatiol

The unaudited condensed consolidated financiaskants have been prepared pursuant to the rulegguldtions of the Securities and
Exchange Commission (the “SEC”) regarding interinauficial reporting. Accordingly, certain informatiand footnotes normally required by
accounting principles generally accepted in thetdthStates of America (“GAAP”) for complete finaalcstatements have been condensed or
omitted pursuant to those rules and regulationispagh Kforce believes that the disclosures madeadequate to make the information not
misleading. These unaudited condensed consolidiat@ucial statements should be read in conjunatidh the consolidated financial
statements and notes thereto included in our AnRapbrt on Form 10-K for the year ended DecembeB@8. In management’s opinion, the
accompanying unaudited condensed consolidateddialestatements reflect all adjustments (consisbihgnly normal recurring adjustments)
considered necessary for a fair presentation ofinancial condition as of June 30, 2009, our ressaf operations for the three and six months
ended June 30, 2009, and our cash flows for thensixths ended June 30, 2009. The data in the ceadansolidated balance sheet as of
December 31, 2008 was derived from our auditedalafzted balance sheet as of December 31, 20Q8geaented in our 2008 Annual Report
on Form 10-K.

Principles of Consolidatior

The condensed consolidated financial statementsdache accounts of Kforce Inc. and its subsidmrReferences in this document to
“Kforce,” “the Company,” “we,” “our” or “us” refeto Kforce and its subsidiaries, except where theed indicates otherwise. All
intercompany transactions and balances have baeima&ied in consolidation.

Use of Estimates

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities andalisce of contingent assets and liabilities atdhte of the financial statements and the repc
amounts of revenue and expenses during the reggréiriod. Important estimates and assumptions diecthe following: allowance for
doubtful accounts and fallouts, accounting for geiticand identifiable intangible assets and anytedl impairment, self-insured liabilities for
workers’ compensation and health insurance, staded compensation, obligations for pension andegtosiment benefit plans, expected
annual commission rate and accounting for incomestaAlthough these and other estimates and assumare based on the best available
information, actual results could be materiallyfetiént from these estimates.

Cash and Cash Equivalents

Kforce classifies all highly liquid investments tvian original initial maturity of three months esk as cash equivalents. Cash and cash
equivalents consist of cash on hand with banksgeih commercial accounts or overnight interestring money market accounts and, at
times, may exceed federally insured limits. Cagth@ash equivalents are stated at cost, which appates fair value due to the short duration
of their maturities.
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Allowance for Doubtful Accounts and Fallout

Kforce has established a reserve for expectedtdosdies and fallouts on trade receivables basgrasinexperience and estimates of
potential future write-offs. Kforce performs an amg analysis of factors in determining the allosgfior doubtful accounts and fallouts as of
June 30, 2009, including recent write-off and dgliency trends, a specific analysis of materialived#e balances that are past due, the
concentration of accounts receivable among clientsent economic conditions, and Kforce’s expogareustomers in high-risk sectors.
Kforce writes off trade receivables after all cotlen efforts have been exhausted. The allowaneepEscentage of gross accounts receivable
was 4.4% and 4.6% as of June 30, 2009 and Dece3tb2008, respectively.

As of June 30, 2009 and December 31, 2008, thesenwandividual client that had a receivable batagreater than 4.4% and 3.9%,
respectively, of gross accounts receivable.

Revenue Recognitio

Our staffing businesses earn revenue from two prirsaurces: Flexible billings and Search fees. iBlexbillings are recognized when
our billable employees and subcontractors provaeises. We pay all costs of employment for oullable employees, including workers’
compensation insurance, unemployment taxes, setalrity and certain fringe benefits. Search feesecognized by Kforce when
employment candidates accept offers of permaneptagment and are scheduled to commence employmigmtv@0 days. Kforce records
revenue net of an estimated reserve for “falloutdyich is based on Kforcg'historical fallout experience. Fallouts occur wiaecandidate do¢
not remain employed with the client through thetoayency period, which is typically 90 days or less

Net service revenues represent services rende@dtomers less credits, discounts, rebates anadices for fallouts. Revenue inclu
reimbursements of travel and out-of-pocket expefitditable expenses”) with equivalent amounts gpense recorded in direct costs of
services. Kforce collects sales taxes for variax@g authorities and it is Kforce’s policy to reddhese amounts on a net basis; thus, sales ta
amounts are not included in net service revenues.

Our GS segment generates its revenues under cttinat are, in general, greater in duration thamother segments and which can o
span several years. Revenues from contracts wathliased on time and materials (which accounh®wast majority of the GS segment’s
contracts) or cost-plus are recognized as thessdre performed and amounts are earned in acoerdath SEC Staff Accounting Bulletin
(“SAB”) No. 101, Revenue Recognition in Financial Statem¢f8&B 101"), as amended by SAB No. 10Revenue RecognitidhSAB 104”).
Kforce considers amounts to be earned once eviderexe arrangement has been obtained, servicatetivered, fees are fixed or
determinable, and collectibility is reasonably asduln such contracts, our efforts, measuredrbg incurred, typically represent the
contractual milestones or output measures, whitheisontractual earnings pattern. In additiorsuoh contracts, the fees earned are based on
contractually established billing rates. Our GSnsegt does not generate any Search fees.

Direct Costs of Service

Direct costs of services other than permanent plaoé services primarily consist of payroll wagesympll taxes, payroll-related
insurance for Kforce’s flexible employees, and suticactor costs. Direct costs of permanent placésenvices primarily consist of
reimbursable expenses. Direct costs of servicesi@gxaepreciation and amortization expense, whigirésented on a separate line in the
accompanying unaudited condensed consolidatedretats of operations and comprehensive income.

Income Taxes

Kforce accounts for income taxes under the priesilf Statement of Financial Accounting Standat85AS”) No. 109,Accounting for
Income Taxe(“SFAS 109”). SFAS 109 requires the asset andlitgtdipproach to the recognition of deferred taseds and liabilities for the
expected future tax consequences of the differelnegeen the financial statement carrying amoumdstie tax bases of assets and liabilities.
SFAS 109 requires that unless it is “more likelgrtmot” that a deferred tax asset can be utiliveaffset future taxes, a valuation allowance
must be recorded against that asset. The tax beoéfileductions attributable to the employeegjulidifying dispositions of shares obtained
from incentive stock options, exercises of non-ifjieal options, and vesting of restricted stock i@iected as increases in additional paid-in
capital.

Kforce evaluates tax positions that have been takeme expected to be taken in its tax returngd,ranords a liability for uncertain tax
positions in accordance with FASB Interpretation M® (“FIN 48”), Accounting for Uncertainty in Income Taxes — aeriptetation of FASB
No. 108. FIN 48 contains a two-step approach to recoggiaimd measuring uncertain tax positions accourtethfaccordance with SFAS
109. First, tax positions are recognized if thegheidf available evidence indicates that it is midely than not that the position will be
sustained upon examination, including resolutionetdted appeals or litigation processes, if aggofd, the tax position is measured as the
largest amount of tax benefit that has a greater 50% likelihood of being realized upon settlem#&ffidrce recognizes interest and penalties
related to unrecognized tax benefits in the prowvigor income taxes in the accompanying unauditediensed consolidated financial
statements.
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Fair Value Measurements

Kforce uses fair value measurements in areasribhtde, but are not limited to: the allocation ofghase price consideration to tangible
and identifiable intangible assets; impairmentingsdf goodwill and long-lived assets; share-basstpensation arrangements and capital
lease obligations. The carrying values of cashcasth equivalents, accounts receivable, accountsbpeyand other current assets and liabil
approximate fair value because of the short-tertareaof these instruments. The carrying value oflong-term debt approximates fair value
due to the variable nature of the interest rateleuour Credit Facility. Kforce, using available nket information and appropriate valuation
methodologies, has determined the estimated faievaf its financial instruments; however, consad#e judgment is required in interpreting
data to develop the estimates of fair value.

On January 1, 2008, Kforce adopted the provisidi&®&S 157 Fair Value Measuremen{sSFAS 157”"), for financial assets and
liabilities. On January 1, 2009, Kforce adoptedpghevisions of SFAS 157 for non-financial assets kabilities, as permitted by FASB Staff
Position (“FSP”) No. 157-2, which delayed the effee date of SFAS 157 for non-financial assets mofinancial liabilities, except those tF
are recognized or disclosed at fair value in tharicial statements on a recurring basis, to figeafs beginning after November 15, 2008 and
interim periods within those fiscal years. SFAS &stablished a framework for measuring fair vale expands disclosures about fair value
measurements. The adoption of SFAS 157 did not Aayémpact on our consolidated financial statemepbn adoption.

On June 30, 2009, Kforce adopted the provisioriSASB Staff Position No. FAS 107-1 and APB 28stterim Disclosures about Fair
Value of Financial Instrumen{(8FSP FAS 107-1 and APB 28-1"). FSP FAS 107-1 aiBA8-1 requires disclosure about fair value of
financial instruments for interim and annual repaytperiods of publicly traded companies. The aiwopdid not have a material impact on the
consolidated financial statements.

Certain assets, in specific circumstances, are unedst fair value on a non-recurring basis utiligievel 3 inputs such as goodwill,
other intangible assets and other long-lived asbetsthese assets, measurement at fair valueriodsesubsequent to their initial recognition
would be applicable if one or more of these assete determined to be impaired.

Kforce’'s measurements at fair value on a non-réagisasis during the three months ended June 3®, 2libject to the requirements of
SFAS 157, consisted of the following:

Fair Value Measurements at June 30, 2009 Usini
Quoted Prices ir

Significant
June 3( Active Markets Other Significant
for Identical Observable Unobservable Total
2009 Assets (Level 1 Inputs (Level 2) Inputs (Level 3) Loss
Asset:
Trade name (1 $ 0 $ 0 $ 0 $ 0 $(870)
Total $ 0 $ 0 $ 0 $ 0 $(870)

(1) See"Goodwill and Other Intangible Ass” within Note 1 to the unaudited condensed consdiifinancial statements for additiot
discussion

Fixed Assets

Fixed assets are carried at cost, less accumulaf@@ciation. Depreciation is computed using thegtt-line method over the estimated
useful lives of the assets. The cost of leaselmfitavements is amortized using the straigte-method over the shorter of the estimated ¢
lives of the assets or the terms of the relateselgawvhich range from three to fifteen years.

Impairment of Lonc-Lived Assets

Kforce reviews long-lived assets for impairment wéeer events or changes in circumstances indibatahe carrying amount of such
assets may not be recoverable. Recoverabilityragf-lived assets is measured by a comparison afatrging amount of the asset group to the
future undiscounted net cash flows expected todoeigited by those assets. If a long-lived assetrisidered to be impaired, the impairment
charge recognized is the amount by which the aagrgimount of the asset exceeds its fair value. rQittae the impairment charge discussed
below, there were no other impairment charges cexbduring the six months ended June 30, 2009 @08. 2

9
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Goodwill and Other Intangible Assets
Goodwill

Kforce performs an annual review to ensure thatmpmairment of goodwill exists, or more frequentlyevents or changes in
circumstances indicate that the value of goodwélymot be recoverable. Kforce considered factakiding the continued economic
developments and overall macro-economic environmedtdetermined that there were no triggering esveatessitating an interim review of
the carrying value of our goodwill. There were nairment charges recorded during the six montbds@dune 30, 2009 and 2008.

Other Intangible Assets

Identifiable intangible assets arising from cerw@iifkforce’s acquisitions include non-compete agreats, contractual relationships,
customer contracts, trademarks and trade namesmarment evaluation for indefinite-lived intabtg assets, which consists of trademarks
and trade names, is conducted as of December @dcbffiscal year or more frequently if events arges in circumstances indicate that an
asset may be impaired.

For definite-lived intangible assets, Kforce hatedmined that the straight-line method is an appabe methodology to allocate the cost
over the period of expected benefit, which rangesfl to 15 years.

During the three months ended June 30, 2009, Kf@cegnized an impairment charge of $870 relatedttade name that was acquired
in the 2004 acquisition of Hall, Kinion and Assdefs Inc. The impairment charge primarily resufremn a review in the second quarter of
2009 that indicated a lack of market recognitiod panetration of this trade name. We determinetthigatrade name’s carrying value was no
longer recoverable. The fair value of the trade @avas based on a relief-from-royalty model, whiekansidered a Level 3 input by Kforce.
The impairment charge is a non-cash item and Isdied in selling, general and administrative expsris the accompanying unaudited
condensed consolidated statement of operations@ng@rehensive income.

Capitalized Software

Kforce purchases, occasionally develops, and impiesinew computer software to enhance the perfarenahits accounting and
operating systems. Direct internal costs, suchagsal and payroll-related costs, and externalcosturred during the development stage of
each project, are capitalized and classified agaleed software. Kforce capitalized developmetaige implementation costs of $453 and $721
during the three and six months ended June 30,,2860ectively, compared to $533 and $1,024 dutieghree and six months ending
June 30, 2008, respectively.

Capitalized software development costs are claskds other assets, net in the accompanying uedutindensed consolidated balance
sheets and are being amortized over the estimatfdllives of the software, which range from btgears, using the straight-line method.

Commissions

Our associates make placements and earn commigsianpercentage of actual revenue or gross puofuant to a calendar-year-basis
commission plan. The commission percentage incse@s&olume increases, up to specified limits. &daccrues commissions for actual
revenue or gross profit at a percentage equaktpécent of total expected commissions payaktietéb revenue or gross profit for the year.

Stock-Based Compensation

Kforce accounts for stock-based compensation utigeprovisions of SFAS No. 123Rhare-Based PaymefiEFAS 123R"), which
requires Kforce to measure the cost of employedces received in exchange for an award of equigyruments based on the grant-date fair
value of the award. That cost is recognized overptriod in which the employee is required to pilevservice in exchange for the award,
which is usually the vesting period. No compensatiost is recognized for equity instruments forahhémployees do not render the requisite
service.

Accounting for Postretirement Benefi

We adopted the provisions of SFAS No. 16B8)ployers’ Accounting for Defined Benefit Pensiod &ther Postretirement Plans — an
amendment of FASB Statements No. 87, 88, 106,3{RL(“SFAS 158") on December 31, 2006. SFAS 158 nexsukforce to recognize the
overfunded or underfunded status of a defined ligpe$tretirement plan (other than a multiemployan) as an asset or liability in its
consolidated balance sheet and to recognize chamgfest funded status in the year in which thengjes occur, through comprehensive
income. SFAS 158 also requires Kforce to measwrduhded status of a plan as of the date of itafigear-end, with limited exceptions.
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Under SFAS 158, Kforce continues to apply the miovis of SFAS No. 8 Employers’ Accounting for Pensioi'SFAS 87”) and SFAS
No. 88,Employers’ Accounting for Settlements and Curtailtrod Defined Benefit Pension Plans and for TerrmiamaBenefitd“SFAS 88"), in
measuring plan assets and benefit obligations maeétermining the net periodic benefit cost asdediavith the Supplemental Executive
Retirement Plan. In addition, Kforce continues pplg the provisions of SFAS 10Employers’ Accounting for Postretirement Benefiteéd
Than Pension§'SFAS 106”) in measuring plan assets and benéfigations and in determining the net periodic Bgmest associated with
the Supplemental Executive Retirement Health Plan.

Amortization of a net unrecognized gain or losadsumulated other comprehensive income is inclageal component of net periodic
benefit cost and net periodic postretirement beéwgest if, as of the beginning of the year, thatgen or loss exceeds 10% of the greater of the
projected benefit obligation or accumulated posgetent benefit obligation. If amortization is réed, the minimum amortization shall be t
excess divided by the average remaining servideger active plan participants.

Workers’ Compensation

Kforce retains the economic burden for the firsb@per occurrence in workers’ compensation claireept (i) in states that require
participation in state-operated insurance funds(@nfbr its GS segment which is fully insured faprkers’ compensation claims. Workers’
compensation includes ongoing healthcare and indgrooverage for claims, and may be paid over nomgrears following the date of
injury. Workers’ compensation expense includesrasce premiums paid, claims administration feesmpums paid to state-operated
insurance funds, and an estimate for Kforce’s ligghfior Incurred but Not Reported (“IBNR”) claimend for the ongoing development of
existing claims.

Kforce estimates its workers’ compensation liapibiised upon historical claims experience, actiyadatermined loss development
factors, and qualitative considerations such amelananagement activities.

Health Insurance

Except for certain fully-insured health insuranioes$ of coverage, Kforce retains liability of up®®70 ($250 for claims prior to
January 1, 2009) annually for each health insurgtere participant. For its partially self-insurédes of coverage, health insurance costs are
accrued using estimates to approximate the lighfibit reported claims and IBNR claims, which arenarily based upon an evaluation of
historical claims experience, actuarially-determlicempletion factors and a qualitative review sffiealth insurance exposure including the
extent of outstanding claims and expected changhsealth insurance costs.

Business Combination

Kforce utilizes the acquisition method in accougtfar acquisitions whereby the total purchase pgdést allocated to the tangible and
identifiable intangible assets acquired and lieibsi assumed based on their respective fair vaheg any remaining purchase price is allocated
to goodwill. Kforce recognizes intangible assetarafrom goodwill if they arise from contractual ather legal rights, or if they are capable of
being separated or divided from the acquired eatity sold, transferred, licensed, rented or exabdnfssumptions and estimates are used in
determining the fair value of assets acquired &fiilities assumed in a business combination. Malnaof intangible assets acquired requires
that we use significant judgment in determining fe&ilue, whether such intangibles are amortizabtk & the asset is amortizable, the period
and the method by which the intangible asset veilamortized. Changes in the initial assumptionsdclaad to changes in amortization char
recorded in our financial statements. Additionadlgtimates for purchase price allocations may chasgsubsequent information becomes
available.

Earnings per Share

Basic earnings per share is computed as net indirited by the weighted average number of commameshoutstanding during the
period. Diluted earnings per share is computedibigidg net income by the weighted average numii@ommon shares outstanding during
the period plus the dilutive effect of stock opscand other potentially dilutive securities sucmas-vested stock grants using the treasury
stock method, except where the effect of includingh potential common shares would be anti-dilutive
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The following table sets forth the computation agle and diluted earnings per share from continaimgjdiscontinued operations for the
three and six months ended June 30:

Three Months Ended Six Months Ended
June 30 June 30
2009 2008 2009 2008
Numerator:
Income from continuing operatiol $ 3,907 $ 5,11t $ 7,066 $11,73¢
Income from discontinued operations, net of — 3,58¢ — 4,14:
Net income $ 3907 $870C §$ 7,068 $15,87¢
Denominator
Weighted average shares outstane basic 38,31« 39,83: 38,22¢ 40,22¢
Common stock equivalen 674 48E 50¢ 40z
Weighted average shares outstanc diluted 38,98¢ 40,317 38,73 40,63:
Earnings per shar basic:
From continuing operatior $ 01C $ 01 $ 0.1 $ 0.2¢
From discontinued operatio — 0.0¢ — 0.1
Earnings per shar basic $ 01C $ 02z $ 018 $ 0.3¢
Earnings per shar diluted:
From continuing operatior $ 01C $ 01 $ 0.1¢ $ 0.2¢€
From discontinued operatiol — 0.0¢ — 0.1
Earnings per shar diluted $ 01C $ 022 $ 018 $ 0.3¢

For the three and six months ended June 30, 2620 weighted average awards to purchase or re@eide8 and 3,028 shares of comr
stock were not included in the computations oftdidlearnings per share, respectively, becauseitiodiision would have had an anti-dilutive
effect. For the three and six months ended Jun2(@®IB, total weighted average awards to purchaseceive 3,106 and 3,206 shares of
common stock were not included in the computatafrdiluted earnings per share, respectively, bez#usir inclusion would have had an anti-
dilutive effect.

Subsequent Event

On June 30, 2009, we adopted the provisions of SNASL65,Subsequent Evenf'sSFAS 165”). SFAS 165 establishes general starsdard
of accounting for and disclosure of events thatioedter the balance sheet date but before finhatatements are issued. It requires the
disclosure of the date through which an entity dzeuated subsequent events and the basis for tigihdate. The adoption of SFAS 165 did
not have a significant impact on the accompanyimaudited condensed consolidated financial statesn& evaluated all events or
transactions that occurred subsequent to June0B@, &nd through the time of filing this Quarterlggdrt on Form 1@ on August 5, 2009. \
are not aware of any significant events that oexlisubsequent to June 30, 2009 but prior to timgfdf this report that would have a material
impact on our condensed consolidated financiaéstants.

New Accounting Standard

In December 2007, the FASB issued SFAS No. 18LRjness CombinatioffsSFAS 141R”), which replaces SFAS No. 141. This
statement retains the acquisition method of acdéogifibr acquisitions but establishes principles eeglirements for how an acquirer entity
recognizes and measures in its financial statentkatglentifiable assets acquired (including inthlgs), the liabilities assumed and any non-
controlling interests in the acquired entity. Thigtement also changes the recognition of assgtsrad and liabilities assumed arising from
contingencies and requires the expensing of adijuisielated costs as incurred. We adopted SFAR Bt January 1, 2009, which did not
have any impact on our consolidated financial stetgs upon adoption. However, we expect that SERwill have an impact on our futu
consolidated financial statements, but the nataceraagnitude of the specific effects will dependmihe nature of any future transactions.
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In April 2009, the FASB issued FSP No. 141Rdcounting for Assets Acquired and Liabilities Assd in a Business Combination That
Arise from Contingencie(“FSP 141R-1"). FSP 141R-1 amends the provisiorBRAS 141R for the initial recognition and measweatn
subsequent measurement and accounting, and diseddsu assets and liabilities arising from congéingies in business combinations. FSP
141R-1 eliminates the distinction between contralciind non-contractual contingencies, includingitiitéal recognition and measurement
criteria in SFAS 141R and instead carries forwao$inof the provisions in SFAS 141 for acquired ouggncies. FSP 141R-1 is effective for
contingent assets and contingent liabilities aaglin business combinations for which the acquisitlate is on or after the beginning of the
first annual reporting period beginning on or afbercember 15, 2008. We expect that FSP 141R-lhaile an impact on our future
consolidated financial statements, but the nataderaagnitude of the specific effects will dependmihe nature, term and size of any acql
contingencies.

In April 2008, the FASB issued FSP No. 14Z@&termination of the Useful Life of Intangible Asge-SP 142-3"). FSP 142-3 amends
the factors that should be considered in develongwal or extension assumptions used to deterth@naseful life of a recognized intangible
asset under FASB Statement No. 1@2pdwill and Other Intangible Assetmd requires enhanced disclosures relating tahégntity’s
accounting policy on the treatment of costs inalitcerenew or extend the term of a recognized gitda asset; (b) in the period of acquisition
or renewal, the weighted-average period prior ortbxt renewal or extension (both explicit and igip| by major intangible asset class; and
(c) for an entity that capitalizes renewal or esten costs, the total amount of costs incurredhvingeriod to renew or extend the term of a
recognized intangible asset for each period foictviai statement of financial position is presenbgydnajor intangible asset class. FSP 142-3
must be applied prospectively to all intangibleegssicquired as of and subsequent to fiscal yegyiming after December 15, 2008, and
interim periods within those fiscal years.

In November 2008, the SEC issued for comment aqa@g roadmap regarding the potential use of fiduistatements prepared in
accordance with International Financial Reportitgn8ards (“IFRS”). IFRS are a set of standardsiatedpretations adopted by the
International Accounting Standards Board. Undempttuposed roadmap, Kforce would be required togmefis financial statements in
accordance with IFRS in our fiscal year ending Deoer 31, 2015. Kforce is currently assessing thergi@l impact of IFRS on its financial
statements and will continue to follow the propossatimap for future developments.

In June 2009, the FASB issued SFAS No. I8& FASB Accounting Standards Codification™ andHiezarchy of Generally Accepted
Accounting Principle— a replacement of SFAS No. BRe Codification”). For financial statements isslfor periods ending after
September 15, 2009, the Codification will becomedimgle source of all authoritative GAAP recogdiby the FASB. The Codification does
not change GAAP and will not have an effect onftancial position, results of operations or ligityd

Note B — Discontinued Operations
Scientific
On April 29, 2008 (the “Scientific Closing Date®force entered into an Asset Purchase Agreemeat‘8hientific APA”) pursuant to

which it sold its Scientific business, a non-cousibess within its HLS segment, to Aerotek SciéntlfLC (the “Scientific Buyer”)for $10,50(
in cash plus an additional earnout of $1,500, whvels earned in the year ended December 31, 2008.

In accordance with the Scientific APA, Kforce idighted to indemnify the Scientific Buyer for ceartdosses, as defined, in excess of
$50. Kforce's obligations under the indemnificatigmovisions of the Scientific APA shall, with theaeption of certain items, cease 18 months
from the Scientific Closing Date and are limitecatoaggregate of $3,475. Kforce believes the likald of exposure under the indemnification
provisions is remote and, as a result, did notneeediability as of June 30, 2009.

Nursing

On June 29, 2008, Kforce entered into an Assethagie Agreement (the “Nursing APA”) pursuant to vahitcsold its per-diem Nursing
business, a non-core business within its HLS segnm@Realtime Services, Inc. (the “Nursing Buyed) $1,500 in cash, which was paid at
closing. Additionally, Kforce and the Nursing Buyantered into a subordinated secured promissosg/indhe amount of $500 (the “Note”)
that bears interest at a fixed rate of 6.0%. Ther@st and principal amount of the Note have baliy feserved. A balloon payment of $500
plus all accrued and unpaid interest is due on 30n2011, the maturity date of the Note. The Netllateralized by a lien on all of the
Nursing Buye's assets but is subordinated to the Nursing Bsyabligations to its lender.

In accordance with the Nursing APA, Kforce is obligd to indemnify the Nursing Buyer for certainses, as defined, in excess of $50.
Kforce’s obligations under the indemnification pigiens of the Nursing APA ceased, with the exceptibcertain items, on June 29, 2009.
Kforce believes the likelihood of exposure under ithdemnification provisions is remote and, assaltedid not record a liability as of June
20009.
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The financial results of Scientific and Nursing Bdeen presented as discontinued operations ecttenpanying unaudited condensed
consolidated statements of operations and compseleimcome. The following summarizes the resutisnf discontinued operations for the
three and six months ended June 30, 2008:

Three Months Endec Six Months Endec

June 30, 2008 June 30, 2008

Net service revenue $ 9,13¢ $ 23,63(
Direct costs of services and operating expe 9,051 22,63
87 997

Gain on sale of discontinued operati 5,93¢ 5,93¢
Income from discontinued operations, before incoaxes 6,02¢ 6,93¢
Income tax expens 2,44( 2,792
Income from discontinued operations, net of incaax@s $ 358 $ 4,14

Note C — Acquisitions

On December 2, 2008, Kforce Government Holdings, laé-lorida corporation (the “Purchaser”), a whallvned subsidiary of Kforce
Inc., acquired all of the issued and outstandingroon stock of RDI Systems, Inc. (“RDI”), d/b/a dNevRDI (“dNovus”), through a Stock
Purchase Agreement (the “Agreement”), that wascéffe as of November 30, 2008, between the Purchk$arce, RDI, each of RDI’s
shareholders, and an individual representativelfdshareholders.

Pursuant to the terms of the Agreement, Purchasgiired all of the outstanding stock of RDI forotal cash purchase price of $38,852
(the “dNovus Purchase Price”). The cash considergiaid by Purchaser was composed of Kforce’s oadiand and borrowings under
Kforce’s Credit Facility. On the closing date, Puaiser placed $3,000 of the total dNovus Purchase,Rvhich was recorded as part of
purchase price, into escrow to secure dNovus’ indéoation obligations and to satisfy certain adjoents to the dNovus Purchase Price.

Due primarily to the timing of the acquisition dildvus and the complexities involved with determgnfair value, Kforce has not yet
finalized the allocation of the purchase pricelte &ssets acquired and liabilities assumed. Howewea preliminary basis, Kforce assigned
$2,998 of the excess purchase price to intangiseta, which are believed to include customer eotgy customer relationships, and non-
compete and employment agreements. Kforce hasaupegliminary estimate of the weighted averageuldéé of 5 years. Based upon the
similarity in nature of this acquisition to preveacquisitions made by Kforce of companies serttiegfederal government, and the similarity
of the acquired identifiable intangible assets,fgrediminary estimate of the excess purchase pifiogated to intangible assets was based upon
the average amounts Kforce assigned to intang#sleta in these previous acquisitions, after takitigaccount the net tangible assets acqu
Upon completion of the valuation of the identifialihtangible assets purchased in conjunction wighdNovus acquisition, Kforce will adjust
the preliminary amounts recorded for acquired igilales. In addition, Kforce will revise the futuaenortization of these intangible assets
accordingly.

The following unaudited pro forma consolidated fioel information for Kforce gives effect to thegaisition of dNovus as if it had
occurred on January 1, 2008. These unaudited pnoefoesults have been prepared for comparativeogegonly and do not purport to be
indicative of the results of operations that adjuabould have resulted had the acquisitions occlioe the date indicated, or that may result in
the future.

Three Months Endec Six Months Endec

June 30, 2008 June 30, 2008
Revenue! $ 263,17: $ 520,99
Net income $ 9,35¢ $ 17,09:
Earnings per shar basic $ 0.2% $ 0.4Z
Earnings per shar diluted $ 0.2¢ $ 0.4z
Weighted average shares outstane basic 39,83: 40,22¢
Weighted average shares outstan« diluted 40,315 40,63:
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Note D — Commitments and Contingencies
Litigation

In the ordinary course of its business, Kforcdrimn time to time, threatened with or named asfartttant in various lawsuits, including
those based on discrimination, harassment and siméar allegations. Kforce maintains insurancsiich amounts and with such coverage

deductibles as management believes is reasondiseprincipal risks that Kforce insures againstvaoekers’ compensation, personal injury,
bodily injury, property damage, directors’ and oéfis’ liability, errors and omissions, employmerdgtices liability and fidelity losses.

We previously reported that the State of Califorimployment Development Department (“EDD”), waamining the unemployment
tax rates of two Kforce subsidiaries for the ye283 through 2006. We also previously disclosetrngsions of the unemployment tax rates
during the periods under examination could leagssessments, if any, of up to $2,750. On June®, 2ve received notification from EDD
stating that there would be no assessment foréhesyunder examination. Although we can providassurances, we do not anticipate a tax
assessment relating to this matter and we do rpEaxo make any provision for such an assessmeheifuture.

Kforce is not aware of any litigation that wouldasenably be expected to have a material adverset effi its results of operations, cash
flows or financial condition.

Employment Agreement

Kforce has entered into employment agreements egittain executive officers and managers that pefod minimum compensation,
salary and continuation of certain benefits foixarsonth to three-year period under certain circtamses. The agreements also provide for a
severance payment of one to three times annuaysata one-half to three times average annual bramsployment is terminated without
good cause by the employer or for good reason dghployee. These agreements contain certain pgstgment restrictive covenants.
Kforce's liability at June 30, 2009 was approxiniat®44,916 if, following a change of control, aflthe employees under contract were
terminated without good cause by the employer ertinployees resign for good cause and $17,1 77 tifigd absence of a change in control, all
of the employees under contract were terminateldfbyce without good cause or the employees resiggdod cause.

Kforce has not recorded a liability related to émeployment agreements as no events have occuatddiuld require payment under the
agreements.

Note E — Employee Benefit Plans
Foreign Pension Plan

Kforce has a foreign defined benefit pension pkggregate projected annual benefit payments (undisied) are estimated to be $8,¢
none of which are expected to be paid prior to 20h@s plan had an insignificant effect on the anpanying unaudited condensed
consolidated financial statements for the threesaxeanonths ended June 30, 2009 and 2008.

Supplemental Executive Retirement Pl

Effective December 31, 2006, Kforce implementedipfiemental Executive Retirement Plan (the “SER&"the benefit of certain
executive officers. The primary goals of the SER#ta create an additional wealth accumulation opodty, restore lost qualified pension
benefits due to government limitations and retheéxecutive officers. The SERP is a non-qualifiedefit plan and does not include elective
deferrals of the executive officers’ compensation.

Normal retirement age under the SERP is defineajass5; however, certain conditions allow for eaglyrement as early as age 55 or
upon a change in control. Vesting under the platefined as 100% upon a participant’s attainmertgef 55 and 10 years of service, and 0%
prior to a participant’s attainment of age 55 afAd/&ars of service. Full vesting also occurs ibgipipant with five years or more of service is
involuntarily terminated by Kforce without causeugron death, disability or a change in control. B&RP is funded entirely by Kforce, and
benefits are taxable to the executive officer upgneipt and deductible by Kforce when paid. Besgdyable under the SERP upon the
occurrence of a qualifying distribution event, a$imkd, are targeted at 45% of the covered exeeuafificers’ average salary and bonus, as
defined, from the three years in which the exeeutifficer earned the highest salary and bonus duhie last ten years of employment, which
is subject to adjustment for retirement prior te ttormal retirement age and the participant’s uggtiercentage. The benefits under the SERP
are reduced for a participant that has not reaelgeds2 with 10 years of service or age 55 with €&y of service with a percentage reduction
up to the normal retirement age.
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Benefits under the SERP are normally paid basett@fump sum present value but may be paid ovelifthef the executive officer or
through a 10-year annuity, as elected by the ekecofficer upon commencement of participationtie SERP. None of the benefits earned
pursuant to the SERP are attributable to servioegged prior to December 31, 2006. For purposeéb®imeasurement of the benefit
obligation as of December 31, 2008, Kforce hasrassithat all participants will elect to take thenfjusum present value option.

The following represents the components of netopiicibenefit cost for the following periods:

Three Months Ended Six Months Ended
June 30 June 30

2009 2008 2009 2008
Service cos $ 567 $ 54€ $1,13¢ $1,09¢
Interest cos 64 33 12¢€ 66
Expected return on plan ass — — — —
Curtailment gair — — (279 —
Net periodic benefit co: $ 631 $ 581 $ 98¢ $1,162

The net periodic benefit cost recognized for threghand six months ended June 30, 2009 was basedhm actuarial valuation at the
beginning of the year, which utilized the assummiooted in our Annual Report on Form 10-K for year ended December 31, 2008. The net
periodic benefit cost for the three and six momthded June 30, 2009 includes a curtailment gaappfoximately $0 and $279, respectively
a result of the termination of an executive officBnere is no requirement for Kforce to fund theRBEand, as a result, no contributions were
made to the plan during the six months ended Jan2®9. Kforce currently anticipates funding theR® during the year ending
December 31, 2009.

Supplemental Executive Retirement Health PI.

Effective April 20, 2007, the Board of Directorspapved the Supplemental Executive Retirement Hdllih (“SERHP”) to provide
postretirement health and welfare benefits to aeraecutive officers. The vesting and eligibiligquirements mirror that of the SERP, and no
advance funding is required by Kforce or the pgétints. Consistent with the SERP, none of the bisnedrned are attributable to services
provided prior to the effective date.

The following represents the components of netopiizipostretirement benefit cost for the followipegriods:

Three Months Ended Six Months Ended
June 30 June 30

2009 2008 2009 2008
Service cos $ 36 $ 4 $ 72 $ 191
Interest cos 9 10 18 10
Expected return on plan ass — — — —
Curtailment gair — — (180) —
Net periodic benefit co: $ 45 $ 50 $ (90 $ 201

The net periodic postretirement benefit cost recmghfor the three and six months ended June 3 #@&s based upon the actuarial
valuation at the beginning of the year, which méill the assumptions noted in our Annual ReportaymR.0-K for the year ended
December 31, 2008. The net periodic postretirerhengfit cost for the three and six months endeé 3@y 2009 includes a curtailment gain of
approximately $0 and $180, respectively, as a te$uhe termination of an executive officer.

Note F — Stock Incentive Plans

In 1994, Kforce established the Employee Incenfiteck Option Plan that allows the issuance of ItigerStock Options and in 1996
amended this plan to allow for the issuance of Niatied Stock Options, Stock Appreciation RightsldRestricted Stock. The Employee
Incentive Stock Option Plan expired in March 2005.

During 1995, Kforce established the Non-Employere&ior Stock Option Plan, which authorized theas®e to non-employee directors
of options to purchase common stock. The Non-Emg@dyirector Stock Option Plan expired in Octobed=0
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On June 20, 2006, the shareholders approved the 2@k Incentive Plan, which allows for the isst&anf stock options, stock
appreciation rights (“SARs”), performance-acceledatestricted stock (“PARS”) and restricted std¢kS”"), subject to share availability. The
aggregate number of shares of common stock thatmaybject to awards under the 2006 Stock Inceftlan, subject to adjustment upon a
change in capitalization, is 3,000. On June 1692t shareholders approved an amendment to & 2i@ck Incentive Plan to increase the
number of authorized awards to be issued unde2@hé Stock Incentive Plan from 3,000 to 5,100. Z8@6 Stock Incentive Plan terminates
April 28, 2016.

Vesting of equity instruments issued is determioeé grant-bygrant basis. Options and SARs expire at the endrofears from the de
of grant, and Kforce issues new shares upon exeofisptions.

Stock Options

The following table presents the activity for staxtions under each of the stock incentive plassudised above for the six months er
June 30, 2009:

Employee Non- 2006 Total
Incentive Employee Stock Weighted Intrinsic
Stock Option Director Stock Incentive Average Exercist Value of
Options
Plan Option Plan Plan Total Price per Share Exercisec
Outstanding as of December 31, 2( 2,93: 61 10€ 3,10z $ 10.2¢
Exercisec (247 — — (247) $ 6.97 $ 66¢€
Forfeited/Cancelle: (15€) (30) — (18€) $ 10.2¢
Outstanding as of June 30, 2(C 2,53( 31 10€  2,66¢ $ 10.5¢
Unvested awards as of June 30, 2 — — 35 35
Exercisable at June 30, 20 2,53( 31 73 2,634 $ 10.5¢

During the three and six months ended June 30,,20@%ce recognized compensation expense of $56544&, respectively. Kforce
recognized compensation expense of $24 and $13&gdire three and six months ended June 30, 2@6Bectively. As of June 30, 2009, total
unrecognized compensation cost related to non-gegigons was $15, which will be recognized in thurd quarter ending September 30,
2009. All unvested awards as of June 30, 2009 arermtly expected to vest.

Stock Appreciation Right:

Although no such requirement exists, SARs are @dlyegranted on the first trading day of each yeacertain Kforce executives based
on the extent by which annual long-term incentieefgrmance goals, which are established by Kfor€empensation Committee during the
first 90 days of the year of performance, are fiediiby the Compensation Committee as having beetn 8ARs generally cliff vest 100% thr
years from the date of issuance; however, vestirgcelerated if Kfor(s stock price exceeds the stock price at the diageant by 30% for a
period of 10 trading days, or if the Compensatieam@ittee has determined that the criteria for amegion are satisfied. There were no SARs
granted in the six months ended June 30, 2009.

The following table presents the activity for the months ended June 30, 2009:

Weighted
Average
Exercise Price¢

# of SARE Per SAR
Outstanding as of December 31, 2( 83C $ 11.0¢
Forfeited/Cancelle (28 $ 10.32
Outstanding as of June 30, 2C 80z $ 11.0i
Unvested awards as of June 30, 2 —
Exercisable at June 30, 20 802 $ 11.0%

During the three and six months ended June 30,,20@%ce did not recognize any compensation expegiséed to SARS due to the
grant date fair value being fully amortized as efcBmber 31, 2008. On June 30, 2008, the Compengatimmittee approved the acceleration
of the vesting of the SARS issued in January 2@08 iesult of the sale of Kforce’s Scientific ar-gdiem Nursing businesses. As a result,
Kforce accelerated the previously unrecognized @aation expense associated with these awards&fSdluring the three months ended
June 30, 2008. Kforce recognized compensation esxpeh$2,168 and $2,885 during the three and sixthhsoended June 30, 2008,
respectively. There is no unrecognized compensatipense related to SARs as of June 30, 2009.
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Performance Accelerated Restricted Stc

Although no requirement exists, PARS are geneaiynted during the first quarter of each year toaie Kforce executives and are
generally based on the extent by which annual tengrincentive performance goals, which are esthbll by Kforce’s Compensation
Committee during the first 90 days of the year @ffprmance, are certified by the Compensation Cdtemas having been met. PARS granted
during the six months ended June 30, 2009 havadedrsix-year vesting period. However, vestingieterated if Kforce’s stock price
exceeds the stock price at the date of grant by 80% period of 10 trading days, or if the Compim Committee has determined that the
criteria for acceleration are satisfied.

PARS granted prior to June 30, 2009 do not corgainn-forfeitable right to dividends or dividendue@lents.
The following table presents the activity for the months ended June 30, 2009:

Weighted Average

Grant Date

# of PARS Fair Value
Outstanding as of December 31, 2( 297 $ 13.3(
Granted 591 $ 7.6Z
Forfeited (22) $ 13.2]
Outstanding as of June 30, 2C 867 $ 9.4:

During January 2009, Kforce granted an aggregaf®dfPARS to certain executive officers. The vatuabf the PARS was determined
by its intrinsic value (as if the underlying shaveere vested and issued on the grant date) and besht date fair value of $7.62. The fair ve
of these awards is being amortized over a weigatedage derived service period of 3.82 years, wivigh determined using a lattice model
is subject to any acceleration provisions being met

Kforce recognized total compensation expense k@t ARS of $537 and $1,065 during the three anchenths ended June 30, 2009,
respectively. On June 30, 2008, the Compensationniitiee approved the acceleration of the vestinth@fPARS issued in January 2008 as a
result of the sale of Kforce’s Scientific and péerd Nursing businesses. As a result, Kforce acatddrthe previously unrecognized
compensation expense associated with these awb$dss34 during the three months ended June 3®.20@rce recognized total
compensation expense related to PARS of $5,12B%&82 during the three and six months ended JOn2®8, respectively. As of June 30,
2009, total unrecognized compensation expenseetetatPARS was $5,239, which will be recognizedr avereighted average remaining
period of 2.83 years.

Restricted Stocl

Although no requirement exists, RS is generallyntgd during the first quarter of each year to éerdorce executives and are generally
based on the extent by which annual long-term itieeperformance goals, which are established lyrd¢d’s Compensation Committee duri
the first 90 days of the year of performance, artified by the Compensation Committee as havirgnbeet. RS granted prior to June 30, 2
do not contain a non-forfeitable right to dividermddividend equivalents. There was no RS gramehe six months ended June 30, 2009.

The following table presents the activity for the months ended June 30, 2009:

Weighted Average

Grant Date

# of RS Fair Value
Outstanding as of December 31, 2( 57¢€ $ 8.9¢
Vested (209 $ 8.4¢
Forfeited (59 $ 9.9¢
Outstanding as of June 30, 2C 31C $ 9.1C

During the three and six months ended June 30,,20@%ce recognized compensation expense relat&btof $124 and $442,
respectively. Kforce recognized compensation expeekated to RS of $515 and $863 for the threesanchonths ended June 30, 2008,
respectively. As of June 30, 2009, total unrecogghizompensation expense related to RS was $2,18€h will be recognized over a weight
average remaining period of 4.39 years.

During the six months ended June 30, 2009, ceetedcutives elected to satisfy minimum tax withhogdobligations related to the
vesting of RS by directing Kforce to withhold 42asbs. Kforce accounts for these shares as treagaly until they have been formally retired
and have been reflected as such in the accompanpigdited condensed consolidated financial stateane
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Note G — Alternative Long-Term Incentive Award

On January 2, 2009, Kforce granted to certain exexofficers an alternative long-term incentivé('TI"), which will be measured ov:
three tranches having periods of 12, 24, and 36étinsognding on January 2 of 2010, 2011 and 201Reotisely. The ultimate annual payouts
will be based on the performance of Kfolebmmon stock each year relative to its peer grasiplefined by the Compensation Committee
a result, the value of the ALTI may increase orrdase based on the performance of Kforce’'s comromk ach year relative to its peer

group.

Kforce has valued each tranche of the ALTI usiddamte Carlo simulation, which aggregated to a ¥alue of $2,878 at June 30, 2009.
The fair value of the ALTI is being recognized usthe graded vesting attribution method by recdggithe value of each separate tranche
over the requisite service period. During the traed six months ended June 30, 2009, Kforce redazdmpensation expense of $359 and
$872, respectively. As of June 30, 2009, $469asgified in other current liabilities and $403 lassified in other long-term liabilities in the
accompanying unaudited condensed consolidateddsakdreet. Kforce will remeasure the fair valuenef ALTI determined under the Monte
Carlo simulation on a quarterly basis.

Note H — Goodwill and Other Intangible Assets

The following table sets forth the activity in gaaitl and other intangible assets for the six morghded June 30, 2009:

Other
Intangible
Goodwill Assets, Ne Total
Balance as of December 31, 2( $140,11¢ $10,60¢  $150,72:
Adjustment to dNovus goodwi 24¢ — 24¢
Amortization of intangible asse — (995) (995)
Impairment of indefinit-lived intangible asse: — (870 (870
Balance as of June 30, 20 $140,36¢ $ 8,73¢  $149,10°

As of June 30, 2009 and December 31, 2008, oth@ndible assets, net in the accompanying unauddedensed consolidated balance
sheets consisted of non-compete agreements, teaxesy trademarks, customer relationships, custoargracts and customer lists. Indefinite-
lived intangible assets, which consist of trade esiwand trademarks, amounted to $2,240 as of Jur#960 and $3,110 as of December 31,
2008. All of the other intangible assets, net repnged less than 5% of total assets.

As of June 30, 2009 and December 31, 2008, acctietlidanortization on intangible assets was $19,827$48,632, respectively. The
estimated remaining amortization expense is $88thforemainder of 2009, $1,431 for 2010, $952ft1, $849 for 2012 and $758 for 2013.

Note | — Reportable Segments

Kforce's reportable segments are: (i) Tech, (ii), Eil) HLS and (iv) GS. This determination was popted by, among other factors: the
existence of segment presidents responsible foopkeations of each segment and who also rep@tttirto our chief operating decision
maker, the nature of each segment’s operationsirdmenation presented to the Board of DirectorariBg this assessment, it was determined
that Kforce also reports Flexible billings and S¢¥fees separately by segment, which has beenpo@ied into the table below.

As was previously discussed, the financial rexfitScientific and Nursing, which have historicaligen included in our HLS segment,
have been presented as discontinued operatiohe imctompanying unaudited condensed consolidagezhstnts of operations and
comprehensive income. As a result, the followirgeaxcludes the results of our Scientific and Mg®usinesses for the three and six mo
ended June 30, 2008. See Note B for the resutlisobntinued operations for the three and six n®etided June 30, 2008.

Historically, and for the three and six months ehdene 30, 2009, Kforce has generated only revandeyross profit information on a
segment basis. As such, asset information by segsiaot disclosed. Substantially all operationd bomg-lived assets are located in the U.S.
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The following table provides information concerniig continuing operations of our segments fotttinee and six months ended
June 30, 2009 and 2008:

Finance anc Health and Life Governmenl

Technology Accounting Sciences Solutions Total
Three Months Ended June 30
2009
Net service revenue
Flexible billings $111,02: $ 37,13¢ $ 4150¢ $ 29,65¢ $219,32
Search fee 2,45¢ 3,951 21% — 6,62¢
Total net service revenu $113,47¢ $ 41,09¢ $ 41,72: $ 29,65t $225,95:
Gross profil $32,73: $ 1559 % 12,35¢ $ 10,94: $ 71,62:
2008
Net service revenue
Flexible billings $123,88: $ 44,65 $ 47,74C $ 18,907 $235,18:
Search fee 7,89¢ 11,41¢ 63€ — 19,95
Total net service revenu $131,78. $ 56,060 $ 48,37¢ $ 18,907 $255,13:
Gross profil $ 42,000 $ 26,41¢ $ 15,88¢ $ 7,068 $ 91,36/
Six Months Ended June 30
2009
Net service revenue
Flexible billings $225,95( $ 73,13¢ $ 86,11! $ 57,61 442,81
Search fee 5,06¢ 8,531 851 — 14,44¢
Total net service revenu $231,01¢ $ 8167( $ 86,96: $ 57,61! $457,26:
Gross profil $ 65,70¢ $ 31,528 $ 2586( $ 20,74¢ $143,84.
2008
Net service revenue
Flexible billings $244,61' $ 9224. $ 93,56:¢ $ 37,000 $467,42:
Search fee 15,26¢ 21,40° 1,04¢ — 37,72«
Total net service revenu $259,88: $113,64¢ $ 9461! $ 37,000 $505,14!
Gross profil $8165: $ 51,81 $ 30,37 $ 13,54« $177,37!
ltem 2. Managemen’s Discussion and Analysis of Financial Condition drikesults of Operation:

The following Management'’s Discussion and Analydifinancial Condition and Results of OperationdD&A”) is intended to help
the reader understand Kforce Inc., our operatiand,our present business environment. This MD&Autdhbe read in conjunction with “ltem
1. Financial Statements” of this Report on FormQ.0-

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

» Executive Summa- an executive summary of our results of operationshfe six months ended June 30, 2(

« Critical Accounting Estimates a discussion of the accounting estimates thata critical to aid in fully understanding and
evaluating our reported financial results and thguire manageme’s most difficult, subjective or complex judgmer

* New Accounting Standar+~ a discussion of recently issued accounting starsdand their potential impact on our consolid:
financial statement:

» Results of Operatior— an analysis of Kfor('s unaudited condensed consolidated results of tpesdor each of the three and
months ended June 30, 2009 and 2008, which havegresented in its unaudited condensed consolidetaacial statements. In
order to assist the reader in understanding ouness as a whole, certain metrics are presenteshfdr of our segmen

 Liquidity and Capital Resource an analysis of cash flows, +balance sheet arrangements, stock repurchasebaimdgact o
changes in interest rates on our busin
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EXECUTIVE SUMMARY

The following is an executive summary of what Kiaimelieves are important results as of June 30 26d during the six months ended
June 30, 2009, which should be considered in théezo of the additional discussions herein andoimjenction with its unaudited condensed
consolidated financial statements. We believe sughlights are as follows:

» Net service revenues for the six months ended 30n2009 decreased 9.5% to $457.3 million from $E04&illion in the comparabl
period in 2008

* Flex revenues for the six months ended June 3@ @60reased 5.3% to $442.8 million from $467.4ioiilin the comparable period
in 2008.

» Search fees for the six months ended June 30, @8@ased 61.7% to $14.4 million from $37.7 milliothe comparable period in
2008.

» Gross profit margin decreased 360 basis pointthiosix months ended June 30, 2009 to 31.5% froitP8%n the comparable perit
in 2008, primarily resulting from a decline in Sefafees and the compression in the spread betwedrilband pay rates

» Flex gross profit margin decreased 70 basis péimtthe six months ended June 30, 2009 to 29.2%h £6.9% in the comparab
period in 2008, primarily resulting from the comgs®n in the spread between our bill and pay r.

» Total outstanding borrowings under the Credit Figcdecreased $13.1 million, or 34.6%, to $24.9iomlas of June 30, 2009 from
$38.0 on December 31, 2008, which is reflectivéhefuse of operating cash flow to reduce the oudétg balance under our Credit
Facility.

 Diluted earnings per share for the six months erdde 30, 2009 decreased 53.8% to $0.18 from $0.8@ comparable period
2008.

CRITICAL ACCOUNTING ESTIMATES

Our unaudited condensed consolidated financiatistants are prepared in accordance with GAAP. Imediion with the preparation of
our financial statements, we are required to makemptions and estimates about future events, @pig pudgments that affect the reported
amount of assets, liabilities, revenue, expensdgtanrelated disclosures. We base our assumpggtigjates and judgments on historical
experience, current trends, and other factorsntzetagement believes to be relevant at the timeansolidated financial statements are
prepared. On a regular basis, management reviemacttounting policies, estimates, assumptionsaighjents to ensure that our consolid:
financial statements are presented fairly and aoatance with GAAP. However, because future evantstheir effects cannot be determined
with certainty, actual results could differ fromrassumptions and estimates, and such differermaed be material.

Our significant accounting policies are discusseNaote A,Summary of Significant Accounting Policiesf the Notes to Unaudited
Condensed Consolidated Financial Statements indlid#em 1. Financial Statements. Please alsa tefeur annual report on Form 10-K for
the year ended December 31, 2008 filed with the 8&E®arch 11, 2009 for a more detailed discussfasuo critical accounting estimates.

NEW ACCOUNTING STANDARDS

See the “New Accounting Standards” section withoteNA, Summary of Significant Accounting PolicieSthe Notes to the Unaudited
Condensed Consolidated Financial Statements fasra nhetailed discussion.

RESULTS OF OPERATIONS

Net service revenues for the three and six monttsa June 30, 2009 were $226.0 million and $457&m respectively, which
represents a decline of 11.4% and 9.5% over thgaoable periods in 2008. The decline was primatilg to our FA, Tech and HLS segme
which had year-over-year declines in net servizemees for the six-month period of 28.1%, 11.1% 886, respectively. Net service
revenues for our GS segment for the three and sintlms ended June 30, 2009 were $29.7 million aifdeddillion, respectively, as compared
to $18.9 million and $37.0 million for the compaperiods in 2008, respectively, which represantincrease of 56.9% and 55.7%,
respectively. Net service revenues for our GS segifioe the three and six months ended June 30, 288@®mpared to 2008 were significantly
impacted by the acquisition of dNovus. These oparat results were achieved during a recessionaBy thacroeconomic environment, whic
included continued turmoil in the credit and finehenarkets, declining GDP, an increase in the ysleyment rate for individuals with college
degrees, and increasing jobless claims.
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During the three and six months ended June 30,,200@8ce continued to experience: (i) a significdetrease in Search revenue of
66.8% and 61.7%, respectively, as compared todh®arable periods in 2008; (ii) a decrease in Féeenues of 6.7% and 5.3%, respectively,
over the comparable periods in 2008 and (iii) didedn Flex gross profit margins across all of sagments. As a result, our gross profit
margin decreased 410 basis points to 31.7% as gechpa 35.8% for the three months ended June 3® 2Ad 2008, respectively, and
decreased 360 basis points to 31.5% as compa&5i1éo for the six months ended June 30, 2009 afil,2@spectively. Although there can
be no assurance that historical trends will corjriearch activity and Flex gross margins histllyickecrease heading into the troughs of an
economic cycle, increase after economic condititage shown sustained improvement, and are thegasbualuring the peak of an economic
cycle. In addition, we believe that Flex demandeagalty increases before demand for Search actinireases.

The economic uncertainties in which we currentlgmape make it challenging for Kforce to predictetiee neaterm future, and the U.
recession continues to have a significant advenpadt on our business. Management believes th& $heegment will have more stability
during economic down cycles, primarily as a restithe nature of its operations generally being @spendent upon growth of the U.S.
economy and the relative longer-term duration®tidntracts. This is also a result of the growttheffederal agencies that are customers of
Kforce, such as the Department of Defense and #gaBment of Homeland Security, and the use by noéityese agencies of outsourced
labor. We do not currently anticipate any significadverse impacts to our GS segment as a resadttioihs of the current administration as a
result of the government agencies in which our €&@rent participates. The GS segment has, howewer,time to time experienced delays in
the timing of project awards as a result of the imitrative change.

We believe that initiatives undertaken during thet lseveral years, such as restructuring both ack office and our field operations, and
upgrading our corporate systems and other techypl@ye increased our operating efficiencies anve ladso enabled us to be more responsive
to our clients. We expect to continue to invedtproving this platform to optimize performance idigrthe next economic recovery. We
believe our field operations model, which allowsasleliver our service offerings in a disciplingad consistent manner across all geographies
and business lines, as well as our highly cengdlizack office operations, are competitive advagamnd keys to our future growth and
profitability. In addition, during the most recqudsitive economic cycle, our management team wesessful in reducing Kforce’dependenc
on Search revenue, significantly increasing thes&@nent’s annualized revenues, divesting itsatfoofcore businesses, and further
developing and refining our national recruiting tenn support of our field teams and national acts. We believe that our diversified
portfolio of service offerings, which are primariypmestic, will also be a key contributor to oundeterm financial stability.

We expect the remainder of 2009 to continue torbexaremely difficult economic environment; the et of which is dependent upon
depth and length of the current U.S. recessiora Assult, we expect to see reductions in Searchrbndrevenue, especially in our Tech and
FA segments and gross profit compression acrosegthents, when compared to 2008 results.

Net Service Revenuedhe following table sets forth, as a percentageedfservice revenues, certain items in our unaddiéedensed
consolidated statements of operations for the atdit periods:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Net Service Revenues by Segm
Tech 50.2% 51.¢% 50.5% 51.5%
FA 18.2 22.C 17.€ 22.t
HLS 18.F 19.C 19.C 18.7
GS 13.1 7.4 12.€ 7.3
Net service revenue 100.(% 100.(% 100.0(% 100.0(%
Revenue by Time
Flex 97.1% 92.2% 96.£% 92.5%
Searct 2.8 7.8 3.2 7.5
Net service revenue 100.(% 100.(% 100.(% 100.(%
Gross profil 31.7% 35.8% 31.5% 35.1%
Selling, general and administrative exper 27.5% 30.8% 27.2% 29.5%
Depreciation and amortizatic 1.2% 1.4% 1.3% 1.5%
Income from continuing operations, before incomes: 2.8% 3.2% 2.6% 3.&8%
Income from continuing operatiol 1.7% 2.C% 1.5% 2.2%
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The following table details net service revenuesHlex and Search revenue by segment and chargyestie prior periods for the three
and six months ended June 30, 2009 and 2008:

Three Months Ended June 30 Six Months Ended June 30
Increase Increase

(in $000's) 2009 (Decrease 2008 2009 (Decrease 2008
Tech

Flex $111,02: (10.9)% $123,88: $225,95( (7.60% $244,61!

Searct 2,45¢ (68.9) 7,89¢ 5,06¢ (66.€) 15,26¢

Total Tech $113,47¢ (13.9% $131,780 $231,01¢ (11.)% $259,88!
FA

Flex $ 37,13¢ (16.% $ 44,65 $ 73,13¢ (20.9% $ 92,24

Searct 3,957 (65.9) 11,41¢ 8,531 (60.7) 21,40;

Total FA $ 41,09¢ (26.)% $ 56,060 $ 81,67( (28.1)%  $113,64¢
HLS

Flex $ 41,50¢ (13.)% $ 47,74C $ 86,11: (8.0% $ 93,56+

Searct 212 (66.5) 63€ 851 (18.9) 1,04¢

Total HLS $ 41,72; (13.9% $ 48,37¢ $ 86,96: (8.1)% $ 94,61
GS

Flex $ 29,65¢ 56.% $ 18,907 $ 57,61 55.1% $ 37,00(

Searct — — — — — —

Total GS $ 29,65¢ 56.% $ 18,907 $ 57,61 55.1% $ 37,00(
Total Flex $219,32¢ (6.7% $235,18. $442,81: (5.9% $467,42:
Total Searct 6,62¢€ (66.€) 19,95 14,44¢ (61.7) 37,72¢
Total Revenut $225,95: (11.4H% $255,13: $457,26: (9.5% $505,14t

Flex RevenuesThe primary drivers of Flex revenues are the nunabepnsultant hours worked, the consultant biénaer hour and, to a
limited extent, the amount of expenses incurrefoyce that are billable to the client.

Excluding our GS segment, Kforce experienced Fsenue declines during the three and six montheceddne 30, 2009 across all
segments, which is primarily a result of the diffiaonacro-economic environment. Our FA segment mast significantly impacted by the
macro-economic environment.

We believe our Flex revenues for our largest segnieach, have held up well compared to previousiendc downturns, which we
believe is primarily a result of our highly skillggople and our field operations model. We belténat this model allows us to deliver our
service offerings in a disciplined and consisteahner across all geographies and business linésdé&livery model includes our national
recruiting center, which we believe has been dffedh increasing the quality and speed of deliverpur clients, particularly our national
accounts. We also believe that unlike the late $39@ early 2000s, our customers generally havevesthired during the most recent
economic expansion. We also do not believe thaxaggerated technology bubble similar to that widieheloped prior to the last economic
downturn developed prior to the current downturn.

Although our GS segment has demonstrated stromdisder the six months ended June 30, 2009 ar2®@8, the difficult macro-
economic environment certainly impacted resultsndu2009. However, as previously mentioned, we ekfies business to be more stable
during these difficult economic times given theunatof its operations generally being less depengieon the growth of the U.S. economy.
While we continue to monitor legislative initiatvef the new administration, we do not expect agyslation to significantly negatively imp:
2009 results. The majority of our GS contracts aionén initial one-year term with four option yeamhich are typically exercised. At the end
of this term, the contract award typically goeotigh a competitive bidding process to retain tharemt. Although our GS segment has
demonstrated a high historical success rate ineftdmpete process given its strong relationshifs itg customers, approximately 60% of GS
contracts are subject to this process during 20@%aoss of re-compete business could have a imlaaelverse impact on our 2009 results.
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The Clinical Research business within our HLS sagrhas seen a decrease in activity since the fauréinter of 2008 and into the sec:
guarter of 2009, reflecting the cost-cutting irtitias of large pharmaceutical companies as weldledays in hiring activity resulting from
several mergers within this sector. Given this,anéicipate a decrease in volume for the remainti2009 in this business. The Healthcare
business within our HLS segment, which primarilysists of professionals providing medical coding transcription services to hospitals
other healthcare facilities, saw its Flex reveniogzacted by declining trends in hospital censusciwvimay continue for the remainder of 2009.

The following table details total Flex hours fochaegment and percentage changes over the priodgéor the three and six months
ended June 30, 2009 and 2008:

Three Months Ended June 30 Six Months Ended June 30
Increase Increase
(in 000's) 2009  (Decrease 2008 2009  (Decrease 2008
Tech 1,76¢€ (7.9% 1,90¢ 3,57 (5.0% 3,761
FA 1,09¢ (10.5)  1,22¢ 2,14« (15.3) 2,53
HLS 497 (9.5) 54¢  99¢ (6.7 1,071
GS 33¢ 65.4 20E 658 64.¢ 39¢€
Total hours 3,69¢ (4.6% 3,88/ 7,36¢ (5.1)% 7,76(

The overall decrease in billable expenses, whietirarluded as a component of net services reveisipgmarily attributable to
continued pressure from customers to reduce bdlakpenses. The following table details total FHibable expenses for each segment and
percentage changes over the prior periods fotteetand six months ended June 30, 2009 and 2008:

Three Months Ended June 30 Six Months Ended June 30
Increase Increase
(in $00C’s) 2009  (Decrease 2008 2009 (Decrease 2008
Tech $ 891 41.2% $ 631 $ 1,81¢ 545% $ 1,17¢
FA 31 (64.€) 88 92 (57.4) 21¢€
HLS 3,52¢ (34.9 541€¢  7,58¢ (27.9) 10,45:
GS 29€ 248.% 85 644 353.t 142
Total billable expense $4,74:2 (23.9% $6,22( $10,13: (15.9% $11,98:!

Search FeesThe decrease in Search fees is attributable tothetdecrease in the number of placements as wétleadecrease in the
average fee earned on each placement. Our GS sedoennot make permanent placements.

As previously mentioned, Search activity histollicalecreases heading into the troughs of an ecanoyaie, increases after economic
conditions have shown sustained improvement, attteistrongest during the peak of an economic cygke cannot provide any assurances,
however, that historical trends will continue. Foe three and six months ended June 30, 2009, I5&ses have declined 66.8% and 61.7%
from the comparable periods in 2008, respectiv@eler the last several years, Kforce has made aectatteffort to de-emphasize the
contribution of Search fees to overall net serveseenues, which is primarily a result of the highblatile nature of the Search business as well
as the costs that must be invested in establishimgvorkforce. As a result of the current econoerigironment, Kforce expects continued
declines in Search fees in the last half of 2008cmspared to 2008.

Total Search placements for each segment and gageeochanges over the prior periods were as folfowthe three and six months
ended June 30, 2009 and 2008:

Three Months Ended June 30 Six Months Ended June 30
Increase Increase
200¢  (Decrease 2008 2009 (Decrease 2008
Tech 17¢ (61.71% 467 367 (61.)% 944
FA 3717 (54.0) 82C  73C (55.1)  1,62¢
HLS 19 (53.7) 41 63 (10.0) 7C
Total placement 57E (56.1% 1,32¢ 1,16( (56.)% 2,64(
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The average Search placement fee for each segmeipieacentage changes over the prior periods vesi@laws for the three and six
months ended June 30, 2009 and 2008:

Three Months Ended June 30 Six Months Ended June 30
Increase Increase
2009 (Decrease 2008 2009 (Decrease 2008
Tech $13,70¢ (18.9% $16,91¢ $13,81+  (14.6% $16,16'
FA 10,50: (24.€) 13,92 11,68¢ (11.2) 13,16:
HLS 11,20¢ (27.7) 15,50¢ 13,50! (9.9 14,96¢
Total average placement f $11,52¢ (23.9% $15,02: $12,45] (12.9% $14,28¢

Gross Profit. Gross profit on Flex billings is determined by defihg the direct costs of services (primarily flebei personnel payroll
wages, payroll taxes, payroll-related insurancd, subcontractor costs) from net Flex service regenln addition, consistent with industry
practices, gross profit dollars from Search feesegual to revenues, because there are generalliyend costs associated with such revenues.

The following table presents, for each segmentgtiss profit percentage and percentage changelrior periods for the three and
six months ended June 30, 2009 and 2008:

Three Months Ended June 30 Six Months Ended June 30
Increase Increase
2009 (Decrease 2008 2009 (Decrease 2008
Tech 28.6% (9.7% 31.% 28.4% (9.6% 31.2%
FA 37.% (19.5)  47.1% 38.6% (15.4)  45.6%
HLS 29.6% (9.8)  32.6% 29.7% (7.5) 32.1%
GS 36.9% (1)  37.% 36.(% (1.6  36.6%
Total gross profit percentay 31.7% (11.9% 35.€% 31.5% (10.9% 35.1%

Changes in the amount of Search fees as a pereeotagtal revenue can significantly impact totedgs profit percentage because Se
revenue contributes nearly 100% to gross profiprasiously discussed. Given this dynamic, Kforaanitors gross profit as a percentage of
Flex revenues, which is referred to as the Flesgmofit percentage. This provides managementth@&mecessary insight into the other
drivers of total gross profit percentage, suchtenges in volume evidenced by changes in Flex Hullesl and changes in the spread between

bill rate and pay rate for Flex (“Flex Rate”).

The decrease in Search gross profit for the threetins ended June 30, 2009, compared to the sanoel pe2008, was $13.2 million,
composed of a $9.9 million decrease in volume a$8.2 million decrease in rate. The decrease incBagross profit for the six months ended
June 30, 2009, compared to the same period in 2008$23.1 million, composed of a $19.7 million@ase in volume and a $3.4 million

decrease in rate.

The following table presents, for each segmentHbg gross profit percentage and percentage chawveyethe prior periods for the three
and six months ended June 30, 2009 and 2008:

Three Months Ended June 30, Six Months Ended June 30,
Increase Increase
2009 (Decrease 2008 2009 (Decrease 2008
Tech 27.%% 0.7)% 275% 26.% Q)% 27.1%
FA 31.2% (6.8 33.6% 31.%% (4. 33.(%
HLS 29.%% (8.4) 32.% 29.% (7.9) 31.%
GS 36.5% (1.1  37.2% 36.% (1.6  36.6%
Total Flex gross profit percenta 29.6% (2.6)% 30.00 29.2% (2.9% 29.9%

The decrease in Flex gross profit for the threethmended June 30, 2009, compared to the samelper2®08, was $6.5 million, $3.2
million of which resulted from a decrease in thexARate and $3.3 million resulted from a decreas@iume. The decrease in Flex gross p
for the six months ended June 30, 2009, compar#teteame period in 2008, was $10.4 million, $7illon of which resulted from a decrease

in the Flex Rate and $3.4 million resulted fromegmase in volume.
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The Flex gross profit percentage was negativelyaittgd in the three and six months ended June 8@, 20 the macro-economic
environment and the compression that occurredersfitead between Kforce’s bill and pay rates, whigirimarily due to the lag in Kforce’s
ability to reduce pay rates as quickly as bill sadecline. Kforce’s average hourly bill rate andrage hourly pay rate for its staffing business
declined 3.5% and 1.4%, respectively, in the timeaths ended June 30, 2009 as compared to themiod in 2008. In addition, Kforce’s
average hourly bill rate and average hourly pag fat its staffing business declined 2.9% and 3./&gpectively, in the three months ended
June 30, 2009 as compared to the quarter endech\84r2009. These declines in our average houstyat@ reflect our efforts to actively
manage our pay rates. We expect continued pressusar bill rates for the remainder of 2009 butintend to continue to actively manage, to
the extent possible, our pay rates.

Selling, General and Administrative Expenses (“SG&A). For the three and six months ended June 30, 26@8 commissions,
compensation, payroll taxes, and benefit costspez@entage of SG&A represented 80.7% and 81.78perdively, as compared to 84.3% and
82.6% in the comparable periods in 2008, respdgti@mmissions and related payroll taxes and beoe$ts are variable costs driven
primarily by revenue and gross profit levels, asdagiated productivity. Therefore, as gross ptefiels change, these expenses would also
generally be anticipated to change but remainivelgtconsistent as a percentage of revenues.

The following table presents these components &d&@xpenses along with an “other” caption, whicklirdes bad debt expense, lease
expense, professional fees, travel, telephone, anpnd certain other expenses, as an absoluterdrand as a percentage of total net service
revenues for the three and six months ended Juriz089 and 2008:

% of % of
(in $00C's) 2009 Revenue 2008 Revenu¢
Three Months Ended June :
Compensation, commissions, payroll taxes and bisnedists $ 50,13 22.2% $ 66,38( 26.(%
Other 11,95 B8 12,315 4.8
Total SG&A $ 62,08¢ 27.5%  $ 78,691 30.8%
Six Months Ended June 3
Compensation, commissions, payroll taxes and bisnedists $102,50¢ 22.2% $123,16¢ 24.2%
Other 22,98¢ 5.0 25,91: 5.1
Total SG&A $125,49: 27.%%  $149,07¢ 29.5%

SG&A expenses as a percentage of net service resatecreased 330 basis points and 210 basis fairtke three and six months en
June 30, 2009, respectively, as compared to thepamble periods in 2008.

For the three months ended June 30, 2009, theakeceas primarily attributable to the following:

» Decrease in compensation and benefits of 1.4%tadereice revenues, which was primarily relatedijoa $6.6 million decrease in
stock-based compensation attributable to acceterafi the vesting of certain equity awards durimg three months ended June 30,
2008 and (ii) reduced payroll taxes during the éhreonths ended June 30, 2009. These decreasepaveadly offset by compensatic
increases as a percentage of net service reveneds @ focus on the retention of our associatesiitipation of the expected future
economic recovery

» Decrease in commission expense of 2.4% of netc@revenues, which was primarily attributable fpa(decline in the percentage
contribution of Search fees, which generally hatégaer commission rate, to total gross profif; giioductivity being driven by a
favorable shift in associate tenure; and (iii) &erall reduction in headcour

* Increase related to an impairment charge of $0lomj or 0.4% of net service revenues, recognidedng the three months ended
June 30, 2009 related to a trade name acquirdai2@04 acquisition of Hall, Kinion and Associates, (‘Hall Kinion™).

* Increase in professional fees and insurance expdrsd% of net service revenues, which was péytatfset by the management of
discretionary expenses in areas such as teleptmsheavel expenst
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For the six months ended June 30, 2009, the dexreas primarily attributable to the following:

» Increase in compensation and benefits of 0.3% béewice revenues, which was primarily relatedijoa focus on the retention of ¢
associates in anticipation of the expected futemnemic recovery; (ii) an increase in the costrafvjling health insurance to our
employees; and (iii) an increase in severance @aststo terminated employees. These increasespeetially offset by decreases
related to (as described above): (i) the accetaraif the vesting of certain equity awards durimg three months ended June 30, 2008
and (ii) reduced payroll taxes during the three theended June 30, 20(

» Decrease in commission expense of 2.3% of neta@revenues, which was primarily attributable fpa(decline in the percentage
contribution of Search fees, which generally hatégaer commission rate, to total gross profif; giioductivity being driven by a
favorable shift in associate tenure; and (iii) aerall reduction in headcour

* Increase related to an impairment charge of $0l8omj or 0.2% of net service revenues, recognidedng the three months end
June 30, 2009 related to a trade name acquirdig@04 acquisition of Hall Kiniot

» Decrease in bad debt expense of 0.5% of net serei@mues, which was primarily attributable to:aijlecrease in accounts receive
write-offs as compared to comparable periods irB20ich is reflective of Kforce’s efforts to aggeively manage outstanding
customer balances and (ii) the improvement in tfiegaof our accounts receivab

* Increase in professional fees and insurance expErs8% of net service revenues, which was péytaffset by the management
discretionary expenses in areas such as telepmzhieavel expenst

Depreciation and Amortization. The following table presents depreciation and aixatibn expense and percentage changes over prior
periods by major category, for the three and sixtin® ended June 30, 2009 and 2008:

Three Months Ended June 30 Six Months Ended June 30
Increase Increase
2009 (Decrease 2008 2009 (Decrease 2008
Fixed asset depreciatic $ 80t 28.(% $ 62¢ $1,65¢ 36.%  $1,21¢
Capital lease asset depreciat 533 (28.9) 74¢ 1,09t (26.9) 1,487
Capitalized software amortizatic 1,09(C (9.0 1,19¢ 2,181 (24.9 2,56¢
Intangible asset amortizatic 457 (58.2) 1,09/ 99t (57.9) 2,35k
Total depreciation and amortizati $2,88¢ (21.9% $3,67C $5,92¢ (22.9% $7,62:

The $0.6 million and $1.4 million decreases inmgfidle asset amortization for the three and six timoended June 30, 2009,
respectively, are primarily related to the completof amortization of certain identifiable intanigitassets acquired in the 2004 acquisition of
Hall Kinion and the 2005 acquisition of VistaRM®&¢I

Other Expense, NetOther expense, net was $0.3 million and $0.6 mnilfiar the three months ended June 30, 2009 and, 2008
respectively, and $0.6 million and $1.3 million fbe six months ended June 30, 2009 and 2008, athsgly. Other expense, net consists
primarily of interest expense related to outstagdiarrowings under our Credit Facility. The deceeag$0.3 million and $0.7 million for the
three and six months ended June 30, 2009 was piyrdae to Kforce’s continued emphasis on payingvd@utstanding borrowings and a
decline in Kforce’s weighted average borrowing rate

Income Tax Expenselncome tax expense as a percentage of income footmaing operations before taxes (our “effectiatel’) for the
six months ended June 30, 2009 and 2008 was 4#l%8%3%, respectively. The increase in Kforcefeaive rate for the six months ended
June 30, 2009 is a result of lower forecasted gxeatt income for 2009 as well as an increasertaicenon-deductible expenses.

LIQUIDITY AND CAPITAL RESOURCES

To meet our capital and liquidity requirements, puienarily rely on operating cash flow as well asrowings under our Credit Facility.
Kforce had $60.1 million and $60.3 million in wonlg capital as of June 30, 2009 and December 3B,266pectively. Also, Kforce’s current
ratio (current assets divided by current liabiijievas 1.7 as of June 30, 2009 and December 38, 200

Please see the accompanying Unaudited Condensei@ated Statements of Cash Flows for the six hoehded June 30, 2009 and
2008 for a more detailed description of our castvdl. Kforce is principally focused on achieving dppropriate balance in the following areas
of cash flow: (i) achieving positive cash flow frasperating activities; (ii) reducing the outstargllvalance of our Credit Facility;

(iii) repurchasing our common stock; (iv) investimgour infrastructure to allow sustainable growih capital expenditures; and (v) making
strategic acquisitions.
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We believe that existing cash and cash equivaleatd) flow from operations, and available borrowingder our Credit Facility will be
adequate to meet the capital expenditure and wgikdpital requirements of our operations for astidlae next twelve months. However,
further deterioration in the economic environmemd anarket conditions could negatively impact ogatatesults and liquidity as well as the
ability of our lenders to fund borrowings. Therenassurance that: (i) our lenders will be ablita our borrowings; or (i) if operations we
to deteriorate and additional financing were todmee necessary, we would be able to obtain finanicirrgnounts sufficient to meet operating
requirements or at terms which are satisfactoryvamidh allow us to remain competitive. Our expdotathat existing resources will fund
capital expenditure and working capital requireragsta forward-looking statement that is subjecigks and uncertainties. Actual results
could also differ materially from those indicateslaaresult of a number of factors, including the acurrently available resources for possible
acquisitions and stock repurchases.

The following table presents a summary of our dashis from operating, investing and financing attiés for the six months ended
June 30:

2009 2008

Cash provided by (used ir
Operating activitie! $ 16,83¢ $ 38,09¢
Investing activities (2,727) 2,41(
Financing activitie: (14,309 (39,539
(Decrease) increase in cash and cash equiv: $ (199 $ 97¢

Discontinued Operation

As was previously discussed, Kforce sold its Sdierdnd its per-diem Nursing businesses on Ap®il 2008 and June 29, 2008,
respectively. The accompanying Unaudited Condefisetsolidated Statements of Cash Flows has beeariegson a combined basis
(continuing operations and discontinued operatio@iash flows provided by discontinued operatiomsafbprior periods, including the six
months ended June 30, 2008, were provided by apgrattivities and were not material to the capislources of Kforce. In addition, the
absence of cash flows from discontinued operat®nst expected to have a significant effect onfttiere liquidity, financial position, or
capital resources of Kforce.

Operating Activities

The significant variations in cash provided by @piig activities and net income are principallyatetl to adjustments to net income for
certain non-cash charges such as depreciationraadiaation expense and stock-based compensatiwseladjustments are more fully
detailed in our Unaudited Condensed Consolidatate8tents of Cash Flows for the six months ended 3002009 and 2008. Our largest
source of operating cash flows is the collectiogudgtomer accounts receivable and our largestfusgerating cash flows is the payment of
employee and consultant populations’ compensatitiich includes base salary, commissions and bonuses

Investing Activities

Capital expenditures for the six months ended B&009 and 2008 were $1.9 million and $5.5 mllicespectively, which exclude
equipment acquired under capital leases.

Over the next 18 to 24 months, we expect to magsifgiant investments in our infrastructure, ahefd/hat we expect to be the next
positive economic cycle, to support the future gtoim our business. Although we are largely inpgheliminary stages of many of these
investments, we believe that the total investmerthése major projects could total approximately$8illion to $10.0 million, which includes
both capital and implementation expenditures. Webe that these investments will, among otherghjnmprove the productivity and
profitability of our sales associates and incrg@sthe efficiency and effectiveness of our delivectivities, (ii) the satisfaction of our
customers, and (iii) the effectiveness of our insencompensation programs. Kforce believes itddficient cash and availability under its
Credit Facility to make any necessary capital egieres in the foreseeable future.

Financing Activities

During the six months ended June 30, 2008, opekehagpurchases of common stock were $20.8 millldvere were no open market
repurchases of common stock during the six momhudge June 30, 2009.
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Credit Facility

On October 2, 2006, Kforce entered into a Secon@érided and Restated Credit Agreement, with a sytedied by Bank of America,
N.A. (the“Credit Facility”). In addition to Bank of Americ&y.A., the group of lenders under our Credit Fac#ilso includes PNC Bank, N.A.,
CIT Group Inc. (“CIT") and Wachovia Bank, N.A. Kfoe's maximum borrowings under the Credit Facility $&€0.0 million, which includes
revolving loan tranche of up to $125.0 million (tfevolving Loan Amount”) and a $15.0 million sumit for letters of credit. In April 2007,
an additional revolving loan tranche (the “Additdivailability Amount”) that allowed up to $25.0ilfion was retired by Kforce.

Borrowings under the Credit Facility are limited86% of eligible accounts receivable of which ulgltilcan be no more than 40% of
billed receivables, less certain minimum avail&piteserves and bear interest at a rate of LIBQR fi125% or Prime. Fluctuations in the ratio
of unbilled to billed receivable could result in ta@al changes to availability from time to timeetters of credit issued under the Credit Fac
require Kforce to pay a fronting fee equal to 0%w&f the amount of each letter of credit issued [dlL25% per annum of the total amount of
letters of credit outstanding. To the extent thidrse has unused availability under the Credit igcian unused line fee is required to be paid
equal to 0.25% of the average unused balance améghiy basis. Borrowings under the Credit Facititg principally secured by our accounts
receivable but are also secured by substantidllyf ahe assets of Kforce. Under the Credit Fagili€force is required to maintain a minimum
fixed charge coverage ratio in the event that itriable to maintain minimum availability under Beedit Facility of $15.0 million. As of
June 30, 2009, Kforce had availability under theditrFacility in excess of the minimum requiremeherefore, the minimum fixed charge
coverage ratio was not applicable. Kforce beliehes it will be able to maintain the minimum availéty requirement; however, in the event
that Kforce is unable to do so, the goodwill angeotintangible asset impairment charge recognizeld fourth quarter of 2008 would resul
Kforce failing the fixed charge coverage ratio unitie current definition, which would constitute anent of default. The Credit Facility expil
in November 2011.

As of June 30, 2009, there was $24.9 million ouiditag and $49.2 million available under the Cré&ditility. As of August 3, 2009, the
was $19.4 million outstanding and $58.8 millionitadzle under the Credit Facility. Subsequent to quarter ended June 30, 2009, there has
been significant concern that has developed albeutinancial viability of one of the lenders in ddredit Facility, CIT. The amount of our
credit facility may be negatively impacted if CI§ unable to satisfy its obligations under the QrEdcility, or if any of our other lenders under
the Credit Facility suffer liquidity issues. In $uan event, we may not be able to draw on anyeathounts available under our Credit Faci
or a substantial portion thereof. Although Kforcaynbe restricted from making strategic acquisitiand/or selective repurchases of common
stock, Kforce believes remaining availability, ifya under our Credit Facility, along with cash geed from operating activities, will be
sufficient to fund its operations if such an eveoturs.

Off-Balance Sheet Arrangements

Kforce does not have any off-balance sheet arrapgenthat have had, or are expected to have, aiai@#ect on our consolidated
financial statements.

Stock Repurchases

As of December 31, 2008, our Board of Directors &atthorized $75.0 million of repurchases of our o@n stock, and $74.8 million
remained available for future repurchases. Duriregsix months ended June 30, 2009, Kforce repuechagproximately 54.9 thousand shares
of common stock for minimum income tax withholdiog the exercising of stock options and the vestingstricted stock awards at a total
cost of $0.4 million. As of June 30, 2009, $74.4lioni remains available for future repurchases.

Item 3. Quantitative and Qualitative Disclosures About MagkRisk.

In addition to the risks inherent in its operatiokiforce is exposed to certain market risks; prilgathanges in interest rates. The
sensitivity analysis presented below for our loag¥t Credit Facility is based on a 10% change ieredt rates. This change is a hypothetical
scenario and is used to calibrate potential rigk, @oes not represent our view of future markehgka.

As of June 30, 2009, we had approximately $24.%ianibutstanding under our Credit Facility. Our gleed average effective interest
rate on our Credit Facility was approximately 2.148dune 30, 2009. A hypothetical 10% increaseterést rates in effect at June 30, 2009
would not have a significant effect on Kforce’s aahinterest expense.

We do not believe that we have a material exposufiectuations in foreign currencies because aternational operations represent
approximately 1% of net service revenues. We waifitiue to assess the impact that currency fluicmstcould have on our operations going
forward.
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ltem 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

As of June 30, 2009, we carried out an evaluagquired by Rules 13a-15 and 15d-15 under the Exggh&wt (the “Evaluation”), under
the supervision and with the participation of otnie® Executive Officer (“CEQ”) and Chief Financi@fficer (“CFO”), of the effectiveness of
our disclosure controls and procedures as defim&lles 13a-15 and 15d-15 under the Exchange Bis¢fosure Controls”). Based on the
Evaluation, our CEO and CFO concluded that our Ib&ge Controls are effective in timely alertingi to material information required to
included in our periodic SEC reports.

Changes in Internal Control over Financial Reportirg

Management has evaluated, with the participatioouofprincipal executive and principal financiafioérs, whether any changes in our
internal control over financial reporting that oomd during our last fiscal quarter have materiaffgcted, or are reasonably likely to materi
affect, our internal control over financial repogi Based on the evaluation we conducted, managdmsrconcluded that no such changes
have occurred.

Inherent Limitations of Internal Control over Finan cial Reporting

Because of the inherent limitations of internaltcohover financial reporting, including the positl of collusion or improper
management override of controls, material misstatemdue to error or fraud may not be preventatbtected on a timely basis. Also,
projections of any evaluation of the effectivenesthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesditions, or that the degree of compliance wWithpolicies or procedures may
deteriorate.

CEO and CFO Cetrtifications

Exhibits 31.1 and 31.2 are the Certifications & @EO and the CFO, respectively. The Certificat@mesrequired in accordance with
Section 302 of the Sarbanes-Oxley Act of 2002 (8extion 302 Certifications”). This Item of thispe@rt, which you are currently reading, is
the information concerning the Evaluation refe@ih the Section 302 Certifications and this imfiation should be read in conjunction with
the Section 302 Certifications for a more completderstanding of the topics presented.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceeding:

We previously reported in Part |, Item 3, Legal ¢&edings, of our Annual Report on Form 10-K for pear ended December 31, 2008
that the State of California, Employment Developtigepartment (“‘EDD”), was examining the unemploymtax rates of two Kforce
subsidiaries for the years 2003 through 2006. \We pteviously disclosed that revisions of the unlegipent tax rates during the periods ur
examination could lead to assessments, if anypdb$2.75 million. On June 23, 2009, we receivetification from EDD stating that there
would be no assessment for the years under exdorinaithough we can provide no assurances, wead@nticipate a tax assessment relating
to this matter and we do not expect to make anyigian for such an assessment in the future.

Otherwise, no new legal proceedings that are likelgave a material adverse impact on Kforce, anthaterial developments with
respect to existing legal proceedings, occurrethduhe second quarter of 2009.

Item 1A. Risk Factors

Set forth below are the material changes and updaim the risk factors previously disclosed in 8mnual Report on Form 1K-for our
year ended December 31, 2008 and our QuarterlyiRepd-orm 1-Q for our quarter ended March 31, 2009.

The current recessionary conditions in the U.S. ecomy continue to affect our business.

Global consumer confidence continues to erode daroatgerns over declining asset values, potemtfidtion, volatility in energy costs,
geopolitical issues, the availability and cost idit, rising unemployment, and the stability antyency of financial institutions, financial
markets, businesses, and sovereign nations. Theserms have slowed economic growth, and resultegiciessionary conditions, in the U.S.
since late 2007. These economic conditions havetreghative impact on our results of operationgnduhe quarter ended June 30, 2009, due
to reduced customer demand which is expected tneenfor the foreseeable future. If these econaroiwlitions continue or worsen, a nurr
of negative effects on our business could resuttuding customers or potential customers reduoingdelaying orders, struggling to obtain
credit, and becoming insolvent. Any of these effexctuld impact our ability to collect receivablesrease our need for cash, and ultimately
decrease our net revenue and profitability.

The financial markets continue to experience signitant turmoil which may negatively impact our liquidity and our ability to obtain
financing, and may also cause a decrease in demafud our services.

Subsequent to our quarter ended June 30, 200%icign concern has developed about the finandgaility of one of the lenders in our
Credit Facility, CIT. The amount of our credit fitgi may be negatively impacted if CIT is unablestttisfy its obligations under the Credit
Facility, or if any of our other lenders under teedit Facility suffer liquidity issues. In such awent, we may not be able to draw on any o
amounts available under our Credit Facility, oubstantial portion thereof. Although Kforce mayrbstricted from making strategic
acquisitions and/or selective repurchases of comstark, Kforce believes remaining availabilityaify, under our Credit Facility, along with
cash generated from operating activities, will bisient to fund its operations if such an eveotars.

Also, if we attempt to obtain future financing iddition to, or as a replacement of, our Credit lgcithe credit market turmoil could
negatively impact our ability to obtain such finargor at comparable terms. In addition, the creditket turmoil has negatively impacted
certain of our customers which could lead to a e@ee in demand for our services.

Any failure by our Clinical Research business to amply with certain regulations, policies and procedues specific to that business could
harm our reputation and operating results.

The services provided by our Clinical Researchrimgs involve participation in clinical trials ofgimaceutical compounds using human
subjects. This is a highly regulated field subjeabversight and inspection by the U.S. Food anggDxdministration (“FDA”). Any failure on
our part to comply with the regulations, policiesprocedures established for a trial, or to conwgltir good clinical research practices, could
result in the termination of the trial or the disfjfication of data for submission to the FDA. Thsuld subject us to regulatory sanctions and
penalties, create substantial contractual or ddgal liability to our client(s), harm our reputati harm our ability to win or participate in fug
business, and harm our operating results.
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ltem 2. Unregistered Sales of Equity Securities and UséPobceeds

The following table presents information with resp our repurchases of Kforce common stock dutfiregthree months ended June 30,
2009:

Total Number of Approximate Dollar
Shares Purchased Value of Shares tha
as Part of May Yet Be
Average Price Paic Publicly Announced Purchased Under th
Total Number of

Period Shares Purchased ( per Share Plans or Programs Plans or Programs
April 1, 2009 to April 30, 200! 12,37( $ 10.23 12,37( $ 74,385,28
May 1, 2009 to May 31, 20C 58t $ 10.23 58t $ 74,379,27
June 1, 2009 to June 30, 2C 794 $ 9.5(C 794 $ 74,371,72
Total 13,74¢ $ 10.2:¢ 13,74¢ $ 74,371,72

(1) All of the shares reported above as purchased #ribatable to shares surrendered to us by cer@ipcutives in payment of the exer:
price related to certain stock option exercisestatutory minimum tax withholding requirements peing to the vesting of restricte
stock.

ltem 3. Defaults Upon Senior Securitie
None.

ltem 4. Submission of Matters to a Vote of Security Hold¢

Kforce held its Annual Meeting of Shareholders anel16, 2009. Set forth below are the voting redudtm the proposals presented for a
shareholder vote at such meeting.

The following table sets forth the votes cast wéhpect to each of these matters:

MATTER FOR AGAINST  WITHHELD ABSTAIN
(1) Elect four Class Il directors to hold office for a three-year term expiring in 2012
W.R. Carey, Jr 32,217,72 — 3,492,711 —
David L. Dunkel 31,938,81 — 3,771,62! —
Mark F. Furlonc 33,498,53 — 2,211,90! —
Patrick D. Moneymake 32,115,16 — 3,595,27! —
BROKER
FOR AGAINST ABSTAIN  NON-VOTES
(2) Ratify the appointment of Deloitte & Touche LLP as Kforce's independent
registered public accountants for the fiscal yearmding December 31, 2009 34,340,68 1,365,66: 4,092 —
BROKER
FOR AGAINST ABSTAIN  NON-VOTES
(3) Approve an amendment to increase the number ahares authorized to be issue
under the Kforce Inc. 2006 Stock Incentive Plan by,100,000 shares 25,137,57 8,785,06! 33,647 1,754,15
Item 5. Other Information
None.
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ltem 6. Exhibits

Exhibit

Number Description

3.1 Amended and Restated Articles of Incorporation

3.1a Articles of Amendment to Articles of Incorporatiq()

3.1b Articles of Amendment to Articles of Incorporatiq)

3.1c Articles of Amendment to Articles of Incorporatiq()

3.1d Articles of Amendment to Articles of Incorporatiq(3)

3.1le Articles of Amendment to Articles of Incorporatiod,)

3.2 Amended & Restated Bylaws. (

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

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

32.1 Certification by the Chief Executive Officer of Kfte Inc. pursuant to 18 U.S.C. Section 1350, aptedgpursuant to Section 906
of the Sarban«-Oxley Act of 2002

32.2 Certification by the Chief Financial Officer of Kifce Inc. pursuant to 18 U.S.C. Section 1350, aptadogpursuant to Section 9

of the Sarban«-Oxley Act of 2002

(1) Incorporated by reference to the Regist's Registration Statement on For-1 (File 3:-91738) filed April 28, 1995
(2) Incorporated by reference to the Regist's Form -4/A (File No. 33:-111566) filed February 9, 2004, as amen
(3) Incorporated by reference to the Regist's Form -K (File No. 00(-26058) filed May 17, 200(

(4) Incorporated by reference to the Regist's Annual Report on Form -K (File No. 00(-26058) filed March 29, 200:
(5) Incorporated by reference to the Regist's Current Report on Forn-K (File No. 00(-26058) filed February 7, 200
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf
the undersigned hereunto duly authorized.

Kforce Inc.
(Registrant’

Date: August 5, 2009 By: /s/ JOSEPH J. LIBERATORE
Joseph J. Liberato
Executive Vice President and Chief Financial Offi
(Principal Financial Officer

Date: August 5, 200 By: /s/ JEFFREY B. HACKMAN
Jeffrey B. Hackmal
Vice President and Chief Accounting Offic
(Principal Accounting Officer

34



Exhibit 31.1
CERTIFICATIONS
I, David L. Dunkel, certify that:
1. | have reviewed this quarterly report on ForraQof Kforce Inc.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the etin which this report is being prepared,;

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial statements
for external purposes in accordance with geneealepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contintprocedures, as of the end of the period cougyelis report based on such evaluation;

(d) Disclosed in this report any change in thesggnt's internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registrariburth fiscal quarter in the case of an annyabrg that has materially affected, or is reasopéikély
to materially affect, the registrant’s internal tmhover financial reporting; and

5. The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

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

Date: August 5, 2009

/s/ David L. Dunke

David L. Dunkel,
Chief Executive Office
(Principal Executive Officer




Exhibit 31.2
CERTIFICATIONS

I, Joseph J. Liberatore, certify that:
1. | have reviewed this quarterly report on Form@.0f Kforce Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant’s other certifying officer(s) angre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogdiand the preparation of financial statements
for external purposes in accordance with geneealyepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure contintprocedures, as of the end of the period cougyelis report based on such evaluation;

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigt occurred during the registrast’
most recent fiscal quarter (the registrariburth fiscal quarter in the case of an annyabre that has materially affected, or is reasopéikély
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrant’s other certifying officer(s) anltlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize apbrt financial information; and

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

Date: August 5, 2009

/s/ Joseph J. Liberato

Joseph J. Liberator

Executive Vice President, Chief Financial Offi
(Principal Financial Officer




Exhibit 32.1

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

In connection with the Quarterly Report of Kforeel (“Kforce”) on Form 10-Q for the quarterly padiended June 30, 2009 as filed with the
Securities and Exchange Commission on the datehéhe “Form 10-Q”), |, David L. Dunkel, Chief Egative Officer of Kforce, hereby
certify, pursuant to 18 U.S.C. Section 1350, ap#etbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that:

1) The Form 1-Q fully complies with the requirements of Secti@(d) or 15(d) of the Securities Exchange Act of40% U.S.C
78m or 780(d)); an

2) The information contained in the Form 10-Q faptesents, in all material respects, the finarialdition and results of operations
of Kforce.

Date: August 5, 2009

/s/ David L. Dunkel

David L. Dunkel,

Chief Executive Office
(Principal Executive Officer




Exhibit 32.2

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

In connection with the Quarterly Report of Kforeel (“Kforce”) on Form 10-Q for the quarterly padiended June 30, 2009 as filed with the
Securities and Exchange Commission on the dat®hg@he “Form 10-Q”), |, Joseph J. Liberatore, Ghieancial Officer of Kforce, hereby
certify, pursuant to 18 U.S.C. Section 1350, ap#etbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that:

1) The Form 1-Q fully complies with the requirements of Secti@(d) or 15(d) of the Securities Exchange Act of40% U.S.C
78m or 780(d)); an

2) The information contained in the Form 10-Q faptesents, in all material respects, the finarialdition and results of operations
of Kforce.

Date: August 5, 2009

/s/ Joseph J. Liberatore

Joseph J. Liberator

Executive Vice President, Chief Financial Offir
(Principal Financial Officer




