The following language will be included on the signature page:
VIRGINIA RIDER

Section 12.4.12 is not applicable to the Management Recruiters Franchise Agreement signed by the
Virginia Franchisee entering into the attached agreement.

FRANCHISE DISCLOSURE DOCUMENT ADDENDUM FOR WASHINGTON
The State Administrator for this State is:

Director of Licensing or Department of Financial Institutions, General Administration Building,
Securities Division, 150 Israel Road, SW, Tumwater, WA 98501.

Our Agent for service of process in this State is:

C T Corporation System, 520 Pike Street, Seattle, Washington 08101 and the Administrator of
Securities, Department of Financial Institutions, P.O. Box 9033, of the State of Washington,
Olympia, Washington 98507-9033.

The following additional information is required for this State:
Add the following to Item 17:

The state of Washington has a statute, RCW 19.100.180 which may supersede the franchise
agreement in your relationship with us, including the areas of termination and renewal of your
franchise. There may also be court decisions which may supersede the franchise agreement in your
relationship with us, including the areas of termination and renewal of your franchise. Provisions
of the statute and/or policies of the Securities Division currently provide as follows:

1. In any arbitration involving a franchise purchased in Washington, the arbitration site
shall be either in the state of Washington, or in a place mutually agreed upon at the time of the
arbitration, or as determined by the arbitrator.

2 In the event of a conflict of laws the provisions of the Washington Franchise Investment
Protection Act, Chapter 19.100 RCW shall prevail.

3. A release or waiver of rights executed by a franchisee shall not include rights under the
Washington Franchise Investment Protection Act except when executed pursuant to a negotiated
settlement after the agreement is in effect and where the parties are represented by independent
counsel. Provisions such as those which unreasonably restrict or limit the statute of limitations
period for claims under the Act, or rights or remedies under the Act, such as a right to a jury trial,
may not be enforceable. :
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4. Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable
estimated or actual costs in effecting a transfer.

The following is added to Section 28 of the Franchise Agreement, in place of any conflicting
provisions:

28.2. The state in which the territory is located has the following provisions which
may be applicable: Washington Franchise Investment Protection Act, 1976 Revised Code
of Washington, Title 19, Chapter 19.100. The following provisions shall govern the
relationship between MANAGEMENT RECRUITERS and FRANCHISEE, to the extent
that they are then valid requirements of the statute:

28.2.1. In any arbitration involving a franchise purchased in Washington,
the arbitration site shall be either in the state of Washington, or in a place mutually
agreed upon at the time of the arbitration, or as determined by the arbitrator.

28.2.2. In the event of a conflict of laws the provisions of the Washington
~ Franchise Investment Protection Act, Chapter 19.100 RCW shall prevail.

28.2.3. A release or waiver of rights executed by a franchisee shall not
include rights under the Washington Franchise Investment Protection Act except
when executed pursuant to a negotiated settlement after the agreement is in effect
and where the parties are represented by independent counsel.

28.2.4. Transfer fees are collectable to the extent that they reflect the
franchisor's reasonable estimated or actual costs in effecting a transfer.

FRANCHISE DISCLOSURE DOCUMENT ADDENDUM FOR WISCONSIN
The State Administrator for this State is:
Commissioner of Securities, 345 W. Washington Street, Madison, Wisconsin 73703
Our Agent for service of process in this State is:

C T Corporation System, 222 West Washington Avenue, Madison, Wisconsin 73703 or the
Commissioner of Securities, State of Wisconsin, Madison, Wisconsin.
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pursuant to Rule 406 of Regulation S-T (section 232,405 of this chagter) during the preceding 12 menths (o7 for shorter peod that the registrant was required to submit and post such
fles). ves[J wno
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fiscal quarter.

The number of shares outstanding of each of the registrant's ciasses of common stock as of February 27, 2014 was as foliows:

Common stock, $0.10 par value 16,500,263 Shares
Class B common stock, $0.10 par value None

Documants Incorporated By Reference
Portions of the registrant's definiive proxy statement for its 2014 annued meeting of shareholders (fo be filed with the Securities and Exchange Commission within 120 days after the
registrant's fiscal year end of December 31, 2013} are incorporated by reference into Part il of this Form 10-K.
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Caution Concerning Forward — Looking Statements

Thig report (including Management's Discussion and Analysis of Financial Condition and Results of Operations) contains forward-fooking
statements within the meaning of the Private Securifies Litigation Reform Act of 1995. All statements that address expectations or projections
about the future, including, but rof fimited fo, statements about our strategies for growth and future financial results (such as revenue, gross profi,
operating profit, cash flow, and tax rate), are forward-focking statements. Some of the forward-looking statements can be identified by words like
“anticipates,” “believes,” "expects,” “may,” "will,” “could,” “should,” “intends,” “plans,” “estimates” and similar references to futiire periods. These
statements are not guarantees of future performance and involve & number of risks, uncertainties and assumptions that are difficult fo predict.
Because these forward-fooking statements are based on estimates and assumptions that are subject to significant business, economic and
competitive uncertainties, many of which are beyond our control or are subject to change, actual outcomes and results may differ materially from
what is expressed or forecasted in these forward-looking statements. Important factors that could cause actual resuits to differ materially from
these forward-looking statements include, but are not limited to: weakness in general economic conditions and levels of capital spending by
clients in the industries we serve; weakness or volalility in the financial and capital markets, which may result in the postponement or cancelfation
of our clients' capital projects or the inability of our dlients to pay our fees; the inability to successiully execute on our sirategic plan or recently-
announced realignment; the termination of a major client contract or project; delays or reductions in U.S. government spending; credit risks
associated with our clients; competitive market pressures; the availabillty and cost of qualified labor; our leve! of success in attracting, training, and
retaining qualified management personnel and other staff employees; changes in tax laws and other government regulations, including the impact
of health care reform laws and regulations; the possibility of incurring liability for our business activities, including, but not limited to, the activiies
of our temporary employees; our performance on client coniracts; negalive outcome of pending and fulure claims and litigation; and government
policies, legislation or judicial decisions adverse to our businesses. More detalled information about some of these and other risks and
uncertainties may be found in our filings with the SEC, particularly in the "Risk Factors” section in Part I, tem 1A of this Form 10-K Report,
Readers are cautioned not fo place undue reliance on these forward-looking statements, which speak only as of the date hereof. We assume ho
obligation to update such statements, whether as a result of new information, future events or otherwise, except as required by law.

Uniess the context otherwise requires, all references herein to "CD1,” the “Registrant,” the “Company,” "we,” "us” of “our” are to CDI Corp. and its
consolidated subsidiaries.
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PART I.

ffem 1. Business

General
CDI Corp. (NYSE:CD) is an integrated engineering and technology services organization proviging differertiated, client-focused solutions in
select giobal industries.

In December 2013, the Company announced that it will undertake a corporate realignment in the first quarter of 2014 to organize its business
efforts more clearly into engineering and staffing services, which is expected fo improve operational effectiveness and further optimize the
Company's cost structure. See Note 5 - Restructuring and Other Related Costs in the notes to the consolidated financial statements included in
[tem 8 of this Form 10-K Report.

Services .

CD provides a range of integrated engineering and technology solutions and professional staffing services through an organizational platform
focused on services offered to clients, geographic markets that reflect its clients' growth pians and select industries that are aligned with the
Company's core capabiiities. The Company's reporting segments are as follows:

+  Global Engineering and Technology Solutions (GETS) - GETS provides engineering and information technology soiutions for its clients
that invoive the production of deliverable work products or services performed at a CDi facility or at a client's facility under the
supatvislon of CDI personnel. These solutions typicalty include analysis of a client's engineering ot information technology needs and the
deveiopment of a solution that generally ranges in duration from several months to multipie years. Depending on the industry,
engineering services can include such functions as feasibility studies, technology assessment, conceptual design, cost estimating,
prelfininary design, execution planning, procurement optimization, detailed design, testing and validation of reguiatory compiliance,
technology integration and operating and maintenance suppost. Information technology services can include assessments, execution of
business application services, web development, service-desk support, guality assurance and testing and program management. GETS
provides these solutions through a delivery mode! consisting of: centers of excellence, with concentrated skill sets required for larger,
more complex projects; regional centers o service local needs of clients; client-centerad offices to deliver site-specific services; and
near-shore centers to leverage low-cost design resources.

+  Professional Services Staffing (PSS) - PSS provides skilled technical and professional personnel 1o its clients for discrete pericds of time
to augment the client's workforce in times of project, seasonal, peak period or business cycle needs. These engagements can range
from several months to multiple years in duration. PSS also provides permanent placement services. PSS provides professionat staffing
services to targeted industries that include managed services and managed staffing programs, functional staffing outsourcing and
business advisory services. PSS provides these services through a defivery model that provides globat staffing delivery focused on select
engineering and technology skill sets and competencies.

+  Management Recruiters International (MR} - MRl is a globat franchisor that does business as MRINetwork ®and provides the use of ifs
trademarks, business systems and training and suppott services to its franchisees who engage in the search and recruitment of
executive, technical, professional and managerial personnef for employment by their clients, The MRI franchisees provide permanent
placement services primarily under the brand names Management Recruiters ®, Sales Consultants ®and OfficeMates 5 °. MRI also
provides training and support, implementation services and back-office services to enable franchisees o pursue contract staffing
opportunities.

The Company derives most of its revenue by providing these services fo large and mid-sized companies located primarily in the United States
(U.S.), Canada and the United Kingdom (UK), .

Business Strategy
The Company's strategic growth plan includes focusing on high-poential growth opportunities in a discrete number of priority industries and
selective expansion of the Gompany's geographic footprint to meet the global needs of the Company's core clients.
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Key elements of the Company's strategic growih plan are as follows:

«  Continue development of the client engagement model that is designed to build deeper and more strategic client relationships in targeted
industries across the portfolio of CDI services. .

. GETS will continue to focus on effectively delivering value-added engineering and information technology solutions services to the
Company's clients,

+ PSS will continue to provide globat talent sourcing and delivery.

+  Continue to prioritize invesiments in strategic industry verticals.

Other Information :

The Company was incorporated in Pennsylvania on July 30, 1985, It is the successor registrant to CDI Corporation, which was incorporated in
Pennsyivania on September 16, 1950.

Clients/Markets

The Company’s clients consist primarily of: multi-nationai, national and regional companies; and U.S. Federal, state and local governments. The
Company seeks 10 expand its service offerings of enginsering and technology solutions as well as professional staffing within the Oil, Gas and
Chericals, Aerospace and Industrial Equipment, and Hi-Tech industries. The Company also does significant business in other industries,
including the U.S. defense, infrastructure, transportation and financial services industries. Revenue from cne client, international Business
Machines Corporation (IBM}, accounted for approximately 18% of total CDI consolidated revenue in 2013 .

MRi provides trademarks and business systems, as well as service, training, support and ancillary services to its franchisees, to enable them to
be successful in their businesses. MRI seeks to sell new franchises and renew existing franchises. New franchisees have historically been
brought into the MR network primarily on a referral basis. MRI's business is not dependent on any single franchisee.

Pricing

The Company generally determines its pricing based on mark-ups of its employees’ or contractors’ hourly rates of pay and bill rates for staffing,
project and outsourcing services. Permanent placement revenue is generally contingent upon filing an assigned position. If the client hires the
candidate, the Company receives a fee based on an agreed-upon rate, which generally is a percentage of the candidate's firsi-year
compensation, Clients typically invite several companies to bid for contracts, which the Company believes are awarded primarily on the basis of
prior performance, reputation, value-added services, technological capability and price. Clients frequently award multi-vendor contracts. '

MRF's revenue includes franchising revenue that consists of royalties and inigal franchise feas. MR receives rovally fees based on a percentage
of the franchisee's permanent placement fees and any other revenue collected. New franchise agreements generally have a term of 10 {0 15
years. Individual franchises may be acquired by gualified candidates both in the (4.S. and internationally. The domestic pricing structure includes
an initial fee and a royalty rate schedule.

Competition

The Company competes in global, national, and regional markets with numerous engineering and information technology outsourcing companies
and with temporary staffing and permanent piacement firms. All segments of the Company's operations face competition in attracting both clients
and high-quality specialized employment candidates.

The englineering and information technoiogy outsourcing business is highly fragmented. Certain of the Company's competitors have greater
financial resources and offer a broader range of services and others are smaller and tend to be more specialized. The extent of the competition
varies according to the particular markets and geographic area. The degree and type of competition is aiso influenced by the type and scope of a
particular project.

The temporary and permanent placement businesses are very competitive and highly fragmented, with limited barriets to entry info the market. In
many areas, the iocal companies are the strongest competitors. Price competition among companies and pricing pressures from cllents are
significant in the staffing setvices industry in which we compete.
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The trend of clients who consolidate their purchases of engineering, information technology and staffing services with a single provider or with a
small number of providers confinues. This trend to consolidate purchases may make it more difficult for the Company to obtain or retain clients
when competing with larger competitors. The Company believes it derives a competitive advantage from its lengthy experience with and long-
standing commitment to the industries It serves, long-term relationships with its clients, technical capabilities, and national and international
presence. :

The Company's primary competitors include: Jacobs Engineering Group Inc.; AECOM Technology Corporation; Day & Zimmermann, Inc.; Gibbs
and Cox, Inc.; Chicago Bridge & Iron Company N.V.; Belcan Corporation; S&B Engineers and Constructors, Lid.; CIBER, Inc.; Computer Task
Group, Inc.; ManpowerGroup, Inc.; Aerotek, Inc.; Adecco S.A.; Randstad Holding N.V.; Hays plc; Robert Half International, Inc.; Heldrick &
Struggles International, Inc.; Kom/Ferry International; and Kforce, inc.

Safeguards-Business, Disaster and Contingency Planning

CD4 has a number of safeguards that seek to protect the Company from various system-related risks. Given the significant amount of data
generated in the Company's key processes, including client-related projects, recruiting, payroll, and client invoicing, CDI has implemented
redundant system processing capabilities designed to Timit risk related to hardware failure. Additionally, CDI utilizes a third-party backup facility fo
periodically sfore criticat data off-site in the event of a catastrophic issue at the primary focation. CDI maintains and annually tests its Information
Technology Disaster Recovery Plan for its core systems and associated data.

Employees

As of December 31, 2043, CD! had approximately 900 staff employees. In addition, CDI had approximately 9,000 employees and other workers
engaged as billable personnel. The number of billable employees and other workers varies in relation fo the number of projects and assignments
in progress at any particular time.

Access to Company Information .

DI maintains a website at www.cdicorp.com and makes available free of charge on that website (under the “Investor Relations” tab) the
Company's annual reports on Form 10-K, quarterly reports on Form 10-Q,current reports on Form 8-K and amendments fo those reports filed or
furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after CDI
electronically files these materials with, or furnishes them to, the Securities and Exchange Commission. Also available on CDI's website are the
Company's Corporate Governance Principles, Code of Conduct and the charters for the Audit Committee, Compensation Committee, Finance
Committee, Executive Committes and Governance and Nominating Committee. The information contained on CDI's website, ar on other websites
linked to CDI's website, s not part of, or incorporated in, this Form 10-K Report.
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item 1A. Risk Factors

CDPs business involves a number of risks, many of which are beyond our control. The risks and uncertainties described below could individually
or collectively have a material adverse effect on our business, assets, profitability or prospects. While these are not the only risks and
uncertainties we face, management believes that the more significant risks and uncertainties are as follows!

CDI's business is heavily dependent on capital spending by clients in the industries we serve, and cufs in capital spending and
economic downturns may result in the Joss of revenue and profitability.

The demand for CDI's services is highly dependent upon the level of capital spending by our clients, especially in our engineering project
outsourcing business and in certain portions of our staffing business. The pace of ciient capital spending programs, new product launches and
similar activities have a direct impact on our clients' needs for project outsourcing and both temporary and permanent employess. in recent years,
there have been delays and cancellations of projects due to credit constraints and wesk economic conditions experienced by some of our clients.
Such delays and cancellations can adversely affect CDI's revenue and profitability, .

Unfavorable economic conditions could negatively affect CDI's business.

Financial markets in the U.S., Europe and Asia experienced extreme disruption in recent years, causing severely tightened credit avallability,
increases in unemployment and general declines in the U.S. economy and economies around the world. While conditions have improved in many
countries, the economic recovery has been somewhat slower and weaker than following previous economic downturns, i, in the event of ’
unfavorable economic conditions, companies limit their spending on the services which CD1 provides, this could have a matetial adverse effect on
our finaricial and operating performance.

Our staffing businesses eam revenue when qualified candidates accept open positions with potential employers, These employers may postpone
or cut back on hiring In an effort to cut costs, particutarly during economic downturns. In addition, during periods of high unemployment,
candidates may be less likely to take the risk of seeking new empioyment, creating a lack of qualified candidates. Both of these events could have
_ a material adverse effect on our financial and operating performance.

in addition, our MR segtment derives royalty revenue from franchisess. If persons hoping to start MRI franchises are unable to obtain credit, they
could be prevented from purchasing franchises, which could impede our growii in that sector. If current franchisees are unable to obtain credit, it
could cause downsizing in their organizations, in turn negatively affecting MRI's royalty revenue, potentially having a material adverse effect on
CDI's financial and operating performance.

While CD! manages its cost structure in response to reduced demand for our services, these efforts may not be successful in having us remain
profitable or, if profitable, maintain our current profit margins.

Our revenue is subject to uncertainties and cyclicality. Our results of operations depend on, among other factors, new contract awards
and contract renewals, and the selection process and timing for performing these contracts are subfect to contingencies beyond our
control. In addition, our client contracts and arrangements may be adjusted, canceled or suspended by our clients, in most cases on
short notice,

A significant portion of our revenues is directly or indirectly derived from awards of long-term contracts. It is difficuit to predict whether and when
we will receive such awards due to the typically lengthy and complex bidding and selection process, which is affected by a number of factors,
such as market conditions, clients’ financing arrangements and governmental approvals. Because a meaningful portion of our revenue is
generated from these contracts, CDI's results of operations and cash flows can fluctuate from quarter to quarter depending on the timing of
contract awards and contract renewals.

Eurthermore, substantially alt of CDI's contracts are subject to cancellation or termination at the discretion of the client, typically on short notice.
Many of our coniracts, particularly in the staffing business, contain no minimum purchase obligations on the part of the client. Project coniracts are
generally subject fo changes in the scope of services o be provided. Accordingly, we do not have a guaranteed backlog of business.

Many of the industries we serve are cyclical, and fluctuations in commodity prices could also have a material adverse impact on our
operating results. .

Many of the industries CDI serves (such as the oll, gas and chemical industries) historically have been, and will likely continue to be, cychical in
nature and vulnerable fo general downturns in the domestic and intemational economies, such as what was experienced in recent years,
Consequently, CDI's results of operations have fiuctuated and may continue to fluctuate depending on the demand for services from these cyclical
industries. For example, fluctuations in commodity prices (such as chemicals or ofl and gas} can have a significant impact on our engineering
outsourcing and staffing businesses, since those prices have a direct effect on our clients® decisions to invest in capital projects. Rising commodity
prices can negatively impact the financial returns on those projects, which may result in projects being delayed or canceled, which in turn could
have a material adverse impact on our operating resuits.
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If we are nof able fo successfully execute on our recently-announced realignment, our business and results of operations would be
adversely affected. :

In December 2013, CDI announced that it will undertake a corporate realignment in 2014 fo organize its business efforts more clearly Into
engineering and staffing services, in an effort to improve organizational effectiveness and to optimize the company * s cost structure. If we are
unable to successhully execute any or all of the initiatives in our corporate realignment, our revenues, operating results and profitability may be
adversely affected. Even if we successfully implement these plans, we cannot guarantee that our revenus, operating results and profitability will
improve.

The loss of one or more major clients could have a material adverse effect on our financial results.

The loss of one or more major clients or projects, or a significant decrease in the volume of business that we receive from such major clients or
projects could have a material adverse effect on CDI's financial condition and results of operations. Revenue from one client, IBM, accounted for-
approximately 19% of total CDt consolidated revenue in 2013. Our current contract with IBM was exiended at the end of 2011, with a new three-
year term, but is subject to termination by 1BM with or without cause at any time. ‘

CDI derives a substantial portion of its revenue and profits from government agencies. If adequate government funding is delayed or is
not available, then our revenue and profits could decline.

CDI is a party fo many prime contracts and subcontracts involving U.S. Federal, state and locat governments and their agencies and authorities.
Such contracts are subject to varicus uncertainties, restrictions and regulations. All levels of government are facing budget pressures, and
government contracts are exposed to risks associated with appropriations.

Contracts with the U.S. Federal Government, for example, are subject fo the uncertainfies of Congressional funding. In recent years, automatic
budget cuts under sequestration and partial government shutdowns have resuited in the disruption of ongoing programs, facilities closures and
personne! reductions in the defense sector and have had adverse conseguences to our U.8. Government business. ‘

Legislatures may appropriate funds for a given projectona year-by-year basis, even though the project may take more than one year to perform.
in addition, public-supported financing, such as state and local municipal bonds, may be only partially raised to support existing infrastructure
projects. As a result, a project we are currently working on may only be partially funded and thus additional public funding may be required in
order to complete our contract. Governments are typically under no obligation o maintain funding at any speciic level, and funds for govemment
programs may even be eliminated. As a result, CDI's government clients may terminate our contracts for convenience or decide not to renew the
contracts with little or no prior notice. Government contracts may also contain terms (such as broad indemnification obligations) that expose CD!
to higher levels of risk and potential liability than non-government contracts.

CDI's project outsourcing services expose the company to potential professional liability, product Hability, warranty and other claims.
Our project outsourcing business may encounter difficulties that result in additional costs, reductions in revenues, claims, disputes
and the payment of damages.

in connection with certain of our project outsourcing services, the Company engineers and performs services in various types of facilities,
including major industrial facilities, where accidents or system fadlures can be disastrous. CDI also provides engineefing and refated services in
connection with major products such as aircraft engines and naval ships. Any catastrophic occurrences in excess of insurance limits relating to
locations or products which are engineered by CDI or locations where our services are performed could result in significant professional liability,
product liability, warranty and other claims against us., Furthermore, the project outsourcing services CDI provides expose us to additional risks,
including equipment fallures, personal injuries, property damage and unforeseen engineering, architectural and environmental problems, sach of
which could significantly impact our performance and materially impact our financial statements.

CDI's project outsourcing services often invoive complex design and engineering, significant procurement of equipment and supplies, and broad
construction management. We may encounter difficulties in the design or engineering, equipment and supply delivery, schedule changes and
other factors, some of which are beyond our control, that impact our ability to complete the project in accordance with the original delivery
schedule. In addition, we often rely on third-party equipment manufacturers as well as other third-party subcontractors to assist with the
completion of our cohtracts. Any delay by these eguipment manufacturers or subcontractors to complete their respective portions of a project, or
any failure by subcontractors to satisfactority complete their respective portions of a project, as well as other factors beyond our control, may result
in delays in the overall progress of such project, cause us to incur additional costs or both. These delays and additional costs may be substantial,
and we may be required fo compensate the client for these delays, While we may recover these additional costs from the responsible vendor,
subcontractor or other third party, we may not be able to recover all of these costs in all circumstances.
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in addition, some contracts may require our clients io provide us with design or engineering information or with equipment or materials to be used
on the project. In some cases, the client may provide us with deficient design or engineering information or equipment, or may provide the
information or equipment to us later than required by the project schedule. The client may also determine, after commencement of the project, to
change various elements of the project. We are subject to the risk that we might be uhable to obtain, through negotiation, arbitration, Rtigation or
otherwise, adequate amounts to compensate us for the additional work or expenses incurred due to client requested change orders or failure by
the client to timely provide required items. A failure to obtain adequate compensation for these matters could require CDH to record an adjustment
to amounts of revenue and gross profit that were recognized in prior periods. Any such adjustments could have a materiai adverse effect on our
results of operations and financial condition.

We are subject to many different laws and regulations. The failure to comply with those laws and regulations could resulf in significant
fines and penalties being imposed on CDI, harm to our reputation, loss of business and other adverse consequences. Changes in laws
and regulations could also result in loss of business and increased costs.

Many U.S., state, local and foreign laws and regulations govern and impact the business, operations and employees of CDI. These laws and
regulations are often compiex. CDI's policies mandate compiiance with all applicable laws and regulations, and we mainiain a compliance
program and provide employees with training, guidelines and information about applicable laws and regulations. CD1 has controls and procedures
in place that are designed to defect and prevent iegal violations and errors and misconduct by employees. However, these policies, programs,
controls and procedures canhot provide assurance that employees or agents of CDI will not violate any laws or regulations. Government
regulatory agencies can investigate CDI's compliance with laws and reguiations and, if they believe there have been violations, can seek to
impose significant fines and penaities (both civil and criminal) on us. Recent faws, such as the Dodd-Frank Act, increase the rewards for
whistleblowing and could result in more claims of viofations and in more government investigations. Compliance with taws and regulations, and
responding to government investigations, even when no violations have occurred, can entail significant costs and expenses. if violations are
alieged or found, CDI's reputation could be materiaily damaged for a considerable period of fime, which in turn could directly or indirectly result in
a loss of business for CDI. Clients and potential clients could decide to discontinue doing business with us, 1o decrease the amount of business
they do with us or to not award new business to us. In some cases, we could be suspended or debarred from government contract work. Qur
senior management may be required to devote a significant amount of time to repairing the relationship with any client that decides fo discontinue
or decrease its business with CDI, thereby decreasing the amount of time senior management is able to devote to other facets of our business.

Government contracts are subject to specific procurement regulations, profit and cost controls, and a variety of other legal requirements. For
example, for contracts with the U.S. Federal Government, we must comply with the Federal Acquisition Regulation, the Truth in Negotiations Act,
the Cost Accounting Standards, the Service Confract Act and Department of Defense security regulations. We are also subject to government
audits, investigations and proceedings and so-called “gui fam” actions brought by individuals or the government under the U.S, False Claims Act
or under similar state and local laws. Government agencies routinely review and audit government contractors to determine whether allowable
costs are in accordance with applicable regulations.

if we violate a law or regulation, fail to comply with a contractual or other requirement or do not satisfy an audit, a variety of penalties can be
imposed, including monetary damages and criminal and civil penalties. In addition, our government contracts could be terminated, CBi couid be
suspended or debarred from government contract work, or payment of our costs could be disallowed. Any of these actions could harm CDI's
reputation and could have a material adverse impact on our business, financial condition and resulis of operations.

CDI's business is also subject fo ficensing in many states and in certain foreign countries. There can be no assurance we will continue to obtain all
necessary govemment licenses or that the cost of compliance with the ficensing rules will not prove to be material in the future. Any falure to
comply with licensing requirements, or any increase in the cost of compliance, could materially and adversely impact us.

New laws or regulations also coutd disrupt or reduce existing business done by CDI. Changes in laws or regulations could result in the imposition
of new or additional employee benefits, licensing or tax requirements, thereby increasing our costs of doing business, There can be no assurance
that we will be able to increase the fees charged to our clients in a timely manner or in a sufficient amount to cover increased costs as a resulf of
any of the foregoing. CDI's staffing services entail employing a large number of individuals on a temporary basis and placing such individuals in
clients' workplaces. Therefore, increased government regulation of the workplace or of the employer-employee relationship could materialy and
adversely impact CDI.
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CDI's existing credit facility includes resfrictive and financial covenants. CDI's abllity to access additional credit also could be limited,
On Novemnber 30, 2012, CDI1 entered into a credit agreement with Bank of America, N.A. under which we have access fo a $75.0 million revolving
fine of credit facility (the “Credit Facility") that terminates in November 2017. The terms of the Credit Facility include, among other provisions,
specific limitations (subject to various exceptions) on creating liens on our assets, incurring indebtedness, making acquisitions and other
investments, and disposing of assets other than in the ordinary course of business. Additionally, the Credlt Facility requires CDi to maintain certain
financia! covenants, a maximum consofidated leverage ratio and a minimum consolidated fixed charge coverage ratio. The faiture to comply with
any of these covenants would cause a default under the Credit Facility. A defautt, if not waived or cured, could cause CDI's debt under the Credit
Facility to become immediately due and payabie. In such a situation, we may not be able to repay the debt or borrow sufficient funds to refinance
the debt, and even if new financing is available, it may not be on terms acceptable to us. Additionaily, if we need to obtain a walver under the
Credit Facility or if we seek other financing, if available, our cost of borrowing could significantly increase and we could face more restrictive
covenants. This could materially and adversely affect CDI's results of operations and financial condition.

Although CDI is currently in compliance with the financial covenants of the Credit Facility, a deterioration of economic conditions could negatively
trmpact our business, resulting in a failure to comply with these covenants in the future, which could in turn fimit our ability to borrow funds under
the Credit Facility. In such circumstances, we may not be able to secure alternative financing or may only be able to do so at significantly higher
costs,

Although GDI generally finances much of Is operations using cash provided by operations, at times we depend on the avaiiability of credit to
support our working capital needs, grow our business and to help fund business acquisitions. The state of the global credit markets could make it
more difficult for us to access funds, refinance our existing indebtedness, enter into agreements for new indebtedness, or obtain funding through
the issuance of debt securities. There is no guarantee that CDt will be able to renew the Credit Facility on terms as favorable as those in the
existing facility, and if we are unable to do so, CDI's costs of borrowing and our business may be materially adversely affectad.

The failure of clients to pay amounts owed to CDI could cause us to experience significant losses.

We typically bill our clients for our services in arrears and so are subject to the risk that our clients will delay or fail to pay our inveices. Accounts
recelvable represent the largest asset on CDI's balance sheet. While we take steps to evaluate and manage the credit risks relating to our ciients,
economic downturns such as the one experienced in recent years can adversely affect various industries and, within those industries, particular
clients' ability to pay, which could reduce our ability to coliect ali amounts due from clients. There may also be delays in payments from clients,
which would increase the working capital which CDI needs to maintain and could impact our liquidity, In addition, in the staffing business, there
are somefimes intermediaries between us and the client, and therefore financial problems involving the intermediary company could pose credit
risks to CDIL.

CDI has significant payroll-related costs, such as workers' compensation, unemployment taxes and health benefits, which are subject
to increases caused by government reguiation and other factors, and such increases cotld reduce our profits.

In conducting its business, CD1 pays a number of payroli-related costs and expenses, including unemployment taxes, workers’ compensation and
medical coverage for its personnel. Unemployment insurance premiums paid by employers typically increase during periods of increased levels of
unemployment, Workers' compensation costs may increase in the future if states ralse benefit levels and liberalize allowable claims. CDI
maintains insurance relating to its exposure for losses associated with workers' compensation and medical coverage for its personnel, but this
insurance coverage is subject to deductibies. We have established reserves for workers' compensation and medical coverage claims based on
historical loss statistics and periodic independent actuarial valuations. While we believe that our assumptions and estimates are appropriate,
significant differences in actual expetience or significant changes in assumptions may materially and adversely affect our future financial resulis.
Our future earnings could aiso be materially and adversely affected if we are not able to increase the fees charged to clients {o absorb the
increased costs related to unemployment insurance, wotkers' compensation and medical benefits. In addition, our future earnings couid also be
materially and adversely affected by future cost increases for these programs.

Recent health care reform could increase the costs of CDI's staffing business. .

tn March 2010, the Patient Protection and Affordable Care Act and the Health Care and Education Reconciliation Act of 2010 {collectively, the
“Health Care Acts”) were signed into U.S. law. The Health Care Acts represent comprehensive health care reform legistation that, in addition to
other provisions, will require that we provide a minimum level of health care coverage to our temporary employees in the U.S. or incur penalties,
Although we intend to pass through increased costs to our clients, there can be no assurance that we will be able to raise the fees charged to our
clients in a sufficient amount to cover the increased costs. Since certain significant provisions of the Health Care Acts affecting employers *
obligations will not become effective until 2015, we cannot yet determing the impact of the Health Care Acts on us, but the financial impact on our
business, our profit margins and the demand for our staffing services could be significant.
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CDI is engaged in highly competitive businesses. Pricing pressures and increasing consolidation of purchasing by our clients could
reduce our market share and profits.

The engineering and [T project outsourcing business and the professionat staffing business are highly competitive and fragmented, and
particutarly in the case of staffing services, have limited barriers to entry. CDI competes in global, national, regional and local markets with
numerous engineeting and iT outsourcing companles and with temporary staffing and permanent placement firms, some of which have greater
financial and other resources than we have. Price competition among companies in our industry and pricing pressures from clients are significant.
The number of clients that consolidate their purchases of engineering and 1T outsourcing and staffing services with a single provider or with a2
small number of providers has continued fo rise. This long-term trend to consolidate purchases may make it more difficult for CDI to obtain or
retain clients in the future. We also face the risk that certain clients may decide to provide internally services similar to those we offer,

We rely on information systems in our operations. Failure to protect these systems against security breaches could materially and
adversely affect our business and results of operations. Additionally, if these systems fail or become unavailable for any significant
period of time, our business could be harmed.

The efficient operation of CDI's business is dependent on computer hardware and software sysiems. Information systems are inherently
vulnerable to security breaches by computer hackers and cyber terrorists. Our defense and energy businesses may make CDI a target for cyber
attacks. Cybersecurity attacks are evolving and include malicious software, attempts to gain unauthorized access to data, and other electronic
security breaches that could lead to disruptions in systems, unauthorized release of confidential or otherwise protected information and corzuption
of daia. We have devoted and will continue to devote significant resources o the securily of our computer systems. We rely on industry-accepted
security measures and technology to securely maintain confidential and proprietary information maintained on our information systems. However,
these measures and technology may not always be adequate to properly prevent security breaches. In addition, the unavaitability of the
information systems or the failure of these systems to perform as anticipated for any reason could disrupt our business and could result in
decreased performance and increased overhead costs, causing our business and results of operations o suffer. Any significant interruption or
failure of our information systems or any significant breach of security could materially and adversely affect our business and resuits of operations.
We maintain insurance to cover certain of these cybersecurity risks, but that insurance is subject to limits and self-insured retentions.

Improper disclosure of employee and client data could result in liabilities and harm CDI's reputation.

CDl's business involves the use, storage and transmission of information about its employees, candidates, clients and franchisees. The protection
of such information, as well as CDI data, is critical to us. We have established policies and procedures to help protect the security and privacy of
this information. However, the regulatory environment surrounding information security and personal data privacy is increasingly demanding, with
the frequent imposition of new and constantly changing requirements. Privacy breaches may require notification and other remedies which can be
costly and which may have other serious adverse consequences for our business, including regutatory penalties and fines and oversight by state
or federal regulatory agencies.

We also, from time to time, export sensitive client data and technical information to recipients outside the U.S. CDi has a policy in place that
requires an analysis prior to the export of any products, software, data, technology or other information from our systems fo determine if any
restrictions apply to the export. We have established policies and procedures to help protect the security and privacy of this information.

it is possible that CDI's security controls over personal and client data and other practices that we foliow may not prevent the improper access to
of disclosure of personally identifiable and client information. Such disclosure could harm Cbl's repitation, cause us to lose clients or candidates,
and subject us to liability under our confracts and laws that protect personal and client data, resulting in increased costs or loss of revenue.

CDi relies on outside suppliers fo perform certain administrative services, and we may suffer damage to our business if those suppliers
fail to adequately perform those services.

CDI outsources certain payroll, employee benefits administration, information technology and other back-office funcfions to companies that
specialize in performing those services. The failure of such outside service providers to adequately perform such services could have a material
adversa effect on our business and operations. Such third parties may also face risks refating to cybersecurity and possible breaches of data
privacy laws which are similar to thase risks described above for CDI. We seek to reduce those risks by requiring audits of the relevant third
parties’ information technology processes or by performing other due diligence inquiries regarding such processes, but there can be no assurance
that such parties wilt not experience cybersecurity or data privacy breaches which could adversely affect our employees, clients and business.
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CDI's continued success is dependent on our ability to hire and retain qualified employees, both management and billable personnel.
The loss of key personnel could have a material adverse effect on our business. In addition, our business may be harmed if CDI or its
employees are unakble to obtain the security clearances or other gualifications needed fo perform services for our clients.

CD! depends upon its ability to attract qualified personnel who possess the skills and experience required by its clients and to successfully bid for
new client projects. COI must continually evaluate s base of availabie qualified personnel to keep pace with changing client needs and emerging
technologies. Competition for individuals with proven professional or technical skills always exists, and the demand for such individuals
(particularly in certain engineering disciplines and geographic areas) is expected to remain strong in the foreseeable future. There can be no
assurance that qualified personnei will continue fo be avaitable to CDI in sufficient numbers and on terms of employment acceptable to CDIL

Our operations also depend on the continued efforts of our executives and senior management. The foss of key members of CDI's management
team may cause a significant disruption to our business. CDi also depends on the performance and productivity of its local managers and sales
and recruiting personnel. The loss of key managers and field personne! may also jeopardize existing client relationships, which could cause
revenues to decline.

A number of government programs require contractors to have security clearances. Depending on the level of required clearance, security
clearances can be difficult and fime-consuming to obtain. If CDI or its employees are unable to obtain or retain necessary security clearances, we
may not be able to win certain new business, and our existing clients could ferminate their contracts with us or dedide not to renew them. To the
extent we cannot obtain or maintain the required security clearances for our employees working on a particular confract, we tay not derive the
anticipated revenue or profit from such contract.

CDI faces competition from lower-cost, offshore outsourcing companies, which may result in a loss of market share and reduced
profitability,

Over the years there has been increasing pressure from clients on their suppliers to outsource certain areas of their businesses to lower-cost
offshore locations. Many engineering and IT outsourcing and staffing companies already have or are seeking offshore solutions to support their
technology and business process functions, and as a resutt, a significant amount of domestic fechnology and engineering project work utilizes
offshore capabilities as alternatives to domestic resources. CDI has established lower-cost outsourcing centers and has parinered with offshore
companies to provide additional lower cost options to its clients. In connection with our strategic growth plan, we are seeking to expand our
service delivery capabilities outside the U.S. Conducting business through offshore arrangements entails additional compliance and regulatory
issues and may result in additional costs to CDI. CDI's parinering arrangements are subject to our abifity to maintain good working relationships
with our foreign pastners and on our partners' ability to fulfill their obligations under our agreements with them. Changes in the supply and dernand
for ofishore personnel with the training to perform the engineering and IT services sought by CDI's clients, as well as other factors affecting
offshore labor costs, could raise CDIs costs, which would put pressure on our margins, Also, other offshore solution providers could develop
direct ralationships with CDV's clients resulting In a significant loss of CDI's market share and revenue.

Foreign currency fluctuations, weak foreign economies and unfavorable political developments in connection with CDI's international
operations could harm our financial condition.

CD¥'s international operations are important fo our business, and we expect that they will account for an increasing portion of our total revenue as
we continue to implement our growth strategy. CDI's reported financial condition and results of operations are exposed to the effects (both positive
and negative) of fluctuating exchange rates. CDI's exposure to foreign currency fluctuations currently refates primarily to operations denominated
in Canadian dollars and British pounds sterling. Exchange rate fluctuations impact the U.S. doliar value of reported earnings derived from these
foreign operations as well as our investment in the net assets related fo these operations. CDI has at times in the past {including in 2013)
engaged, and may In the future engage, in hedging activities with respect fo certain of its foreign operations.

Our international operations are subject to a variety of other risks, including, but not limited to, the following:

+  Recessions in foreign economies and the impact on costs of doing business in those countries;

»  Difficulties in staffing and managing foreign operations;

«  Changes in foreign government policies and regutatory requirements;

+  The adoption of new, and the expansion of existing, trade restrictions and the failure to comply with U.S. export control laws;

+  The lack of well-developed legal systems and less established or traditional business practices in some couniries, which could make i
difficult for CDI to enforee its contractuat rights;

«  Social, political and economic instability, including risks of loss dus to civil strife, acts of war, insurrection and terrorism;

»  limitations on the movement of cash; and

«  Logistical and communications challenges.
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If our growth strategy is successful, we will earn an increasing portion of our income, and accumulate a greater portion of our cash flow, in foreign
jurisdictions. Any repatriation of funds currently held in foreign jurisdictions may resuit in higher effective tax rates and incremental cash tax
paymenis. in addition, changes in legistation with respect to the tax treatment of foreign earnings may have a material impact on our U.S. tax
expense and cash flows.

CDI operates in many different jurisdictions and could be materially and adversely affected by violations of the U.5. Foreign Corrupt
Practices Act, the UK Bribery Act and similar worldwide anfi-corruption laws. ’

The U.S. Foreign Corrupt Practices Act, the UK Bribery Act and similar worldwide anti-cotruption laws generally prohibit companies and their
intermediaries from making improper payments to govemment officials and others for the purpose of obtaining or refaining business. CDI's
internal policies mandate compliance with these anti-corruption laws. We operate In parts of the world that have experienced governmental
corruption to some degree, and in certain circumstances, strict compliance with anti-corruption laws may conflict with iocal customs and practices.
Despite our training and compliance programs, there can be no assurance that our internal control policies and procedures will protect us from
reckless or criminal acts committed by those of our employees or agents who violate our policies. Our continued expansion outside the U.S.
(including in developing countries) in connection with our growth strategy could increase the risk of such violations in the future. Violations of
these laws, or allegations of such viclations, could disrupt our husiness and result in a material adverse effect on our results of operations or
financial condition.

The outcome of pending and future claims and litigation could have a material adverse effect on our business.

From time to time, various types of legal claims arise in connection with the ordinary conduct of our business. Employees of CDI may make a
variety of claims including workplace injury claims and employment-related claims such as discrimination, harassment, and wage and hour ciaims.
Since CDI's staffing business involves employing a large number of individuals on a femporary basis and placing them in client workplaces where
we have limited ability to control the workplace environment, these types of claims may arise more frequently in those business operations. CDI's
clients may also make claims based on our alieged failure to perform in accordance with contract requiremenis. Since our project business often
involves responsibility to produce specified deliverables, these types of claims may arise more frequently in those business operations. Clients in
the staffing business may allege claims based on the conduct of staffing employees assigned to the client's worksite. In addition, CD! is subject to
possible government claims or fines for violations of various laws. : ‘

Disasters could interfere with CDI's ability to operate its business. Cerfain of our offices and clients operate in areas that may be
impacted by severe weather conditions, :

Various types of natural or man-made disasters could interfere with CDI's continued ability to operate its business normally. For example, our
ability fo protect our data centers and information systems against damage from fire, power loss, telecommunications failure and other disasters is
chitical, In order to provide many of our services, we must be able to store, refrieve, process and manage large databases and periodically expand
and upgrade our capabilities. Any damage fo our data centers or any tailure of our telecommunication links that interrupts our operations or results .
in an inadvertent loss of data could materially and adversely affect our abiiity fo meet our clients' needs and their confidence in utilizing CD! for
future services. While we have developed various backup plans, disasier recovery plans and a business continuity plan, there can be no
assurance that we woutld be abie fo continue to operate our business smoothly in the face of certain natural or man-made disasters. Such

business interruptions could materially and adversely affect our financial results and future prospects.

£DI services the oil, gas andl chemical industries, each of which has a significant conceniration of activities in the Gulf Coast of the U.S. CD! aiso
has two major engineering centers in this area. The 11.S. Gulf Coast has been impacted by several hurricanes in the past, and could be further
impacted by severe weather in the fulure. Some sclentists believe that increased hurricane activity is associated with climate change. Hurricanes
in the U.S. Gulf Coast coutd negaiively impact CDI's clierds and our ability to serve them.

Regulation regarding climate change may negatively impact our clients and our projects.

Increasing concerns about climate change may resuilt in additiona! regulation affecting our clients and our projects, particularly those who are
involved in the exploration, production or refining of fossil fuels. Those new regulations could increase the cost of projects for our clients and, in
some cases, prevent a project from moving forward, thereby potentially reducing the need for our services, which could in turn have a matetial
adverse impact on our results of operation.
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Past and future acquisitions may not be successful,

CD! has pursued and connues to pursue acquisitions as an eiement of its growth strategy, but we cannot provide assurances that we will be able
to locate suitable acquisitions or that we wilt be able to consummate any such transactions on terms and conditions acceptable to us, or that such
transactions will be successful. Adverse changes in the credit markets may make it more difficult and costly to finance acquisitions. Acquisitions
involve a number of riske, including the diverslon of management's attention from its existing operations, the failure to retain key personnei or
clients of an acquired business, the failure to realize anficipated benefits, such as cost savings and revenue enhancements, the potentially
substantial transaction costs associated with acquisitions, the assumption of unknown liabilities of the acquired business, and the inability to
successfully integrate the business within CDI. Potential impairment coukd result if we overpay for an acquisition. There can also be no assurance
that any past or future acquired businesses will generate anticipated revenues of earnings.

We perform certain projects through joint ventures. Participation in joint ventures exposes CDI to additional risks and uncertainties.

As Is common in the project engineering industry, CDI executes certain projects Jointly with other contractors through joint ventures or other
teaming arrangements, These arrangements expose CD! to a number of risks, including the risk that our partners may not be able to fulfill their
performance obligations under the joint venture agreements and related client contracts. There is also a risk that our joint venture partners may be
incapable of providing the required financial support to the joint ventures. Another risk is that improper, ilfegal or unethical actions by our joint
venture partners would have a negative impact on the reputation of the joint venture and CDt. Disputes can arige not only between CDl and its
joint venture partners, but also between the joint vertures and the clients.

We bear the risk of cost overruns in fixed-price contracts.

CDI sometimes enters into fixed-price contracts with clients, primarily for engineering project services. Revenue recognized under fixed-price
contracts accounted for less than 5% of 2013 consolidated revenue. Under these fixed-price confracts, prices are established based on cost and
scheduiing estimates, which in turn are based in part on assumptions about the prices and availability of skilled personnel, equipment and
matetials. If our price estimates for a parficular project prove to be inaccurate, if there are errors or ambiguities as to contract specifications, or if
there are unanticipated technical problems, then cost overruns may occur, and we could experience reduced profits or a loss for that project. Cost
overruns may also be caused by changes in the scope of the project after the contract has been entered into or by a failure of the parties o
adequately define and agree upon the entire scope of the project at inception. In those cases, there may be disputes between the parties over
who should pay for the cost overruns. We will attempt to negotiate change orders to recover ihe additional costs, but there can be no assurance
that we will be successful in these negotiations with our clients. In general, fixed-price contracts can offer greater profit potential but also entail
more inherent risk both in terms of possible financial losses and the potential for significant disputes with clients than contracts containing pricing
on a fime-and-materials basis.

A charge for impairment of goodwill or other intangible assets could have a material adverse effect on our reported results of
operations.

We are required 1o test the goodwill and other indefinite-lived intangible assets carried on our consolidated balance sheets for possible impairment
on an annual basis based upon a fair value approach. As of December 31, 2013, CDi had $77.4 million of goodwill and other intangible assets,
representing 19.1% of our total assets of $405.8 million .

CDI has chosan to perform s annual goodwill and other indefinite-lived intangible assets impairment testing by reporting unit as of July 1 of each
fiscal year, We are also required to test for impairment between annual tests If events occur or circumstances change that would indicate that it is
more likely than not that the fair value of a reporting unit was below ifs carrying value, Examples of events or circumstanees include, but are not
limited to; adverse changes in business climate, regulatory environment or legal factors; unanticipated competition; loss of key personnel; and a
more-likely-than-not expectation that a reporting unit or a significant portion of a reporting unit will be sold or otherwise disposed of. Other factors
that could Impact an impairment include, but are not limited to, significant underperformance relative to projected future operating resulis,
significant changes in the manner of use of acquired assets or the strategy for our overall business, significant negative industry or economic
trends, a significant decline in our stock price for a sustained period and decreases in our market capitalization below the recorded amount of our
net assets for a sustained period. If the fair value of CDI's reporting units were to be less than their book value, we could be required 1o record a
non-cash impairment charge. The amount of any impairment could be significant and could have a material adverse effect on our financial resulis
for the period in which the charge is taken.
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Estimates of our income tax liabilities are subject fo various uncertainties and actual results could vary significantly from these
estimates.

When we prepate our financial statements, we estimale our income tax Nabilities with respect to the various jurisdictions in which we do business.
Significant judgment is required in determining the provision for income tax liabilities in our financial statements and in forecasting our effective
income tax rate in a given period. The provision for income taxes and tax fiability in the future could be materially and adversely affected by -
numerous factors, inciuding changes in tax laws, regulations of accounting principles, changes in the valuation of deferred tax assets and
liabilities and audits by taxing authorities. We may not be abie to generate sufficient profits in the future to realize the benefit of our net deferred
t{ax assets. :

If CD! fails to maintain an effective system of internal controls over financial reporting, it may not be able to accurately report its
financial results or prevent fraud. As a result, investors could lose confidence in our financial reporting, which could harm our business
and the trading price of our stock.

Effective internal controls are necessary for CDi to provide refiable financial reports and prevent fraud. If we cannot provide reliable financial
reports or prevent fraud, our operating results could be harmed. We devote significant attention to establishing and maintaining effective internal
controls. Any failure to implement required new or improved controls or difficulties encountered in their implementation could affect our operating
results or cause us to fail to meet reporting obligations in future periods. ineffective internal confrols could also cause investors fo lose confidence
in our reported financial information, which could have a negative effect on the market price of CD stock.

CDI may not be able to obtain the insurance coverages necessary fo manage Ifs risks.

CDI relies on insurance to help manage ifs risks and fo limit our exposure fo significant claims. The future avallabiiity and cost of such insurance is
subject to market forces and our claims experience. There can be no assurance that CDI can always obtain and maintain appropriate insurance
coverage, including errors and omissions insurance, in order to effectively manage the risks of its business.

in addition, CD! has elected to retain a portion of losses that may oceur through the use of various deductibles, limits and retentions under these
programs. As a result, we may be subject to future liability for which CDI is only partially insured, or completely uninsured. Our insurers are subject
to business risk. One or more of our insurers may be unabie to fulfill their insurance obligations due to insolvency or otherwise. To the extent we
are not insured against a foss or any of our insurers fails to provide coverage, CDi's financial condition and results of operations could be
materially and adversely affected.

A significant portion of CDI's common stock is owned by related parties, and they could vote their shares in a way that is adverse to the
interests of other shareholders.

Certain of CDI's directors and trusts, for which some of our directors serve as trustee, own a substantial portion of CDI's outstanding common
stock. By virtue of this stock ownership, such shareholders have the power to significantly influence our affairs and are able to influence the
outcome of matters required to be submitted to shareholders for approval, including the election of directors and the amendment of our Articles of
Incorporation or Bylaws. Such shareholders could exercise influence over CD! in a manner adverse to the interests of our other sharehoiders.
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ltem 1B.  Unresolved Staff Comments
None.

ftem 2. Properties

The Company maintains major facilities in the following locations, alt of which are leased:

Segment L.ocation . Description

Philadelphia, Pennsylvania Corporate offices/Engineering centerfMRI offices

Baton Rouge, Loulsiana Engineering center

Additionally, each reporting segment maintains numerous other active facifities and locations under operating lease agreéments. Most of the
leased space is devoted to engineering design, recruiting, administrative and back-office functions, sales and marketing. Most of these facilities
are leased for tarms ranging from three fo ten years. The Company helieves that Its facilities are adequate fo meet its current and near-term
needs.

A few of the Company's offices accommodate more than one operating segment. In such cases, square-foot usage is allocated among the
segments, primarily based on utilization,

ttem 3. Legal Proceedings

The Company is subject fo various legal proceedings and claims that have atisen in the ordinary course of business. Although management
cannot predict the timing or outcome of these matters with certainty, management does not believe that the final resolution of these matiers,
individually or in the aggregate, would have a material adverse effect on the Company's consolidated financial condition, resuits of operations or
cash flows.

ltem 4. Mine Safety Disclosures
Not Applicable.
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PART IL

ltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and lssuer Purchases of Equity Securities

Market Information
Shares of CDI's common stock are fraded on the New York Stock Exchange under the trading symbol "CDI". The high and low sales price per

share of the Company’s common stock for each quarter during the iast two years are shown in the table below, together with dividend information
for each period.

Cash
High Low Dividends

First guarter

Fourth quarter 18.00 14.98 0.26

Dividends

Cash dividends have been paid quarterly during the past two years. During December 2012, the Company accelerated the payment of the first
quarter 2043 dividend typically paid in March in the amount of $0.13 per share to holders of record as of the close of business on December 14,
201 2. The declaration and payment of future dividends will be at the discretion of the Gompany's Board of Directors and will depend upon many
factors, including the Company's earnings, cash flows, financial condition and capital requirements. The Company maintains a Credit Agreement
with Bank of America, N.A. that limits the Company with respect to, among other things, making dividend payments that immediately after giving
effect thereto, cause or continue to cause an event of default, as that term is defined in the Credit Agreement. See ltem 7, Liquidity and Capital
Resources, for a further description of the restrictions under the Credit Agreement,

Shareholders

As of February 26, 2014 , there were 360 shareholders of record of the Company’s common stock. A single record shareholder account may
however represent multiple beneficial owners, including holders of shares in street name accounts. ncluding those mulliple beneficlal owners, the
Company estimates that the total number of shareholders of the Company's common stock on February 26, 2014 was approximately 4,000 . See
Part HlI, Hem 12 and Note 7—Share-Based Compensation, in the notes to the consolidated financial statements Included in Hem 8 of this Form 10-
K Report, for information relafing to securities authorized for issuance under the Company's equity compensation plans, :
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Comparative Stock Performance
The following graph sets forth the cumulative total shareholder return (assuming an invesiment of $100 on December 31, 2008 and the
reinvestment of any dividends) for the last five fiscal years on: CDI stock, the Standard & Poor's {S&P) 500 Index, and CDl's peer group.

CDl's peer group {Peer Group) is comprised of the foliowing companies: AECOM Technology Corp.; Chicage Bridge & lron Company N.V;
CIBER, Inc.; Computer Task Group, inc,; Heidrick & Struggles international, Inc.; Jacobs Engineering Group, Inc.; Kforce, Inc.; Kormn/Ferty
international; ManpowerGroup, Inc.; and Robert Half International, Inc.

Cotnparison of & Year Cumulative Total Return
Assumes Initial Investmentof $100
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Q&P 500 Index - Total Refurn

Recent Sales of Unregistered Securities and Use of Proceeds from Registered Securities
None.

Purchases of Equity Securities by the Issuer
The Company did not repurchase any of the Company’s common steek during the quarter ended December 31, 2013 .
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item 6. Selected Financial Data

The following is selected financial data derived from the Company’s audited consolidated financlal statements for each of the last five years. The
data should be read in conjunction with the Company’s consolidated financial statements and accompanying notes thereto inciuded in llem 8 of
this Form 10-K Report and with Management’s Discussion and Analysis of Financial Condition and Results of Operations included in ftem 7 of this
Form 10-K Report. The data presenied below is in thousands, except for per share data.

Year ended December 31,
2013 2012 2011 {10 2009

$

1,087,859 § $

Revenue 4,104 958

1,068,803

Income (loss) attributable to the nonconfrolling interest

Weighted-average shares outsianding - Basic 18,442 19,344 16,144 19,015 18,932

Toial assets

Total equity $ 285174 $ 278,780 & 267,031 % 258,827 & 274,896

M 1n 2013, the Company recorded a $5.7 milion charge {o operafions related to the 2013 Restructuring Plan announced in December 2013.
@

@}

in 2013, the Company recorded a $3.3 million benefit to operations relaled fo the settlement of fegal claims pursued by the Company.
in 2013, the Company recorded a $1.8 million benefit fo operations related fo the reduction of an acquisition-retated earncut Hability.

@ 1n 2011, the Company recorded a $8.1 million charge to operations refated fo the strategic plan announced in December 201.

® |y 2011, the Company recorded a $9.7 million benefit to operations related o the successful legal appesl to reduce a fine imposed by the United Kingdom

Office of Fair Trade.
% In 2010, the Company recorded a $8.3 million goodwill impairment charge related to its CDI AndersElite Limited business.
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CDI CORP. AND SUBSIDIARIES
Management's Discussion and Analysis of Financial Condition and Results of Operations
{ Amounfs in thousands, except per share amounts, unless otherwise indicated )

ftem 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following Management's Discussion and Analysis of Financial Condition and Results of Operations should be read in conjunction with the
consolidated financial statements and the accompanying notes thereto included in Part Il, tem 8 of this Form 1 0-K Report.

Executive Overview

Business COverview

CDI is an integrated engineering and technology services organization providing differantiated, client-focused solutions in select global industries.
The Company provides engineering and information technology solutions and staffing services to clients in the Oil, Gas and Chemical (OGC),
Aerospace and industriat Equipment (AIE), and Hi-Tech industry verticals as well as in "Other” industry verticals that primarily include the
infrastructure, U.S. defense, transportation and financial services industries,

The Company operates through its three reporting segments: Giobal Engineering and Technology Solutions (GETS), Professional Services
Staffing (PSS) and Management Rectuiters International (MRI}. GETS provides engineering and information fechnology solutions for its clients
that involve the production of deliverable work products or services performed at a CDI facility or at a client’s facility under the supervision of CDI
personnel. PSS provides siilled technical and professional personnel to its clients for discrate periods of time to augment the client's workforce in
times of project, seasonal, peak period or business cycle needs. MRl is a giobal franchisor that provides the use of its trademarks, business
systems and training and support services to its franchisees who engage in the search and recruitment of executive, technical, professional and
managerial personnel for employment by their clients.

The Company's strategic growth plan includes focusing on high-potential growth opportunities in the strategic industry verticals and selective
expansion of the Company's geographic footprint fo meet the giobal needs of the Company's core clients.

The Company's results of operations can be affected by economic conditions, including macroeconomic conditions, credit market conditions and
levels of business confidence. There continues to be economic uncertainty in some of the markets where we operate. The Company will continue
to monitor this uncertainty to position itse!f to respond o changing conditions.

Fiscal Year 2013 Overview

Revenue in 2013 decreased by $17.1 million or 1.5% as compared to 2012 due to decreases in ait three segments, primarily MRI. Gross profit
decreased by $12.8 million and gross profit margin decreased to 19.0% , primarily due fo a shift in mix to lower margin business within GETS and
PSS and a decrease in MRI business. Operating profit in 2013 was $20.9 million as compared to $32.3 million in 2012, primarily reflecting the
decrease in gross profit. Net income atiributable to CDI was $12.9 million in 2013 as compared to $19.1 million in 2012,

in December 2013, the Company announced that it will undertake a corporate realignment in the first quarter of 2014 (the "2013 Restructuring
Plan"} to improve operational effectiveness and further optimize the Company's cost structure. In the fourth quarter of 2013, the Company
recorded a charge of $5.7 million to "Restructuring and other related costs” in the consclidated statement of operations. implementation of the
2013 Restructuring Plan is expected to be completed during 2014 and include additional charges of approximately $1 million to $3 mitlion in 2014
related to the consolidation of facilities.
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CDI CORP. AND SUBSIDIARIES

Management's Discussion and Analysis of Financial Condition and Results of Operations
{ Amounts in thousands, excepf per share emounts, uniess otherwise indicated }

Results of Operations
Fiscal Year 2013 versus 2012

Consolidated Results of Operations

The table that follows presents changes in revenue by segment along with selected financial information and key metrics for 2013 and 2012

2013 2012 Increase (Decrease}

% of Total % of Totai
$ Revenue 3 Revenue $ %

29.4% $ (1.2%

N 1n 2013, the Company's GETS segment recorded a $3.3 million benefit related to the settiement of legal claims pursued by the Company.

In 2013, the Company's GETS segment recorded a $1.8 million benefit related to the reduction of an acquisition-related earnout fiability.
In 2013, the Company recorded a $5.7 miflion charge related fo the 2013 Restructuring Ptan anncunced in the fourth quarter of 2013.
Income before income taxes for the year, divided by the average net assels at the beginning and end of the year for the prior 12 consecutive maonths. Net

assets include total assets minus total abilities excluding cash and cash equivalents, income tax accounts and debt.
Nii-—-Not meaningful.

@
4
23]

Revenue decreased in all three segments in 2013 as compared to 2012, primarily MRI. MRI revenue decreased due primarily fo a decline in
contratt staffing rovenue. The revenue decline in GETS was predominantiy attributable to reduced spending by the Federal Government due to
the sequestration and reduced spending by state and local governments on infrastructure engineering activities in the "Other” industry verticals,
partially offset by strong growth in the OGC industry vertical. PSS revenue declined slightly, primarily due to decreased demand by a large client
in the Hi-Tech industry vertical that is attributed to a reduction in their business, decreases in AIE and the "Other" industry verticals, partialiy offset
by strong growth in the OGC industry vertical,

Gross profit dotlars decreased in 2013 as compared to 2012 due primarily fo the decrease In higher margin business in GETS as a result of
reduced Federal, state and local government spending, a shift in mix to fower margin business in PSS and lower contract staffing and permanent
placement revenue in MRI. Gross margin decreased primarily due to the shift in mix to lower margin business within GETS and PSG and the
higher rate of decline in MRI busiriess.

Excluding the impact of the 2013 Restructuring Plan and settlement of legat claims, operating profit decreased in 2013 primarily due to reduced
gross profit partially offset by a reduction in variable operating expenses.

The effective income tax rate for both periods was unfavorably impacted by losses in forelgn jurisdictions for which no tax benefit had been
recognized and reductions to deferred fax assets for stock-based compensation grants that expired with no corresponding tax benefit. The 2013
rate was favorably impacted by federal employer tax credits and a reduction in the reserve for uncertain fax positions.

Corporate

Corporate expenses consist of operating and administrative expenses that are not allocated fo the reporting units under segment reporiing.
Corporate expenses increased to $25.4 million for 2013 from $24.2 million for 2012, Corporate expenses in 2013 included $1.0 million related to
the 2013 Restructuring Plan. Excluding the impact of the 2013 Restructuring Plan, corporate expenses increased slightly in 2013 as compared to
2012,
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CDI CORP. AND SUBSIDIARIES

Management's Discussion and Analysis of Financial Condition and Resuits of Operations
{ Amounts in thousands, except per share amounts, unless otherwise indicated )

Segment Resuits of Operations
Global Engineering and Technology Solutions (GETS)

The following table presents changes in revenus by industry vertical, cost of services, gross profit, operating and administrative expenses and
operating profit for GETS in 2013 and 2012:

2013 2012 Increase {Decrease)

% of Total % of Total
$ Revenue $ Revenue $ %

Cil, Gas and Chemicals (OCGC) $ 122,478 38.1% § 116,831 34.1% § 11,547 104 %

30,408

89,801

Gross profit

M 1n 2013, the Company's GETS segment recorded a $3.3 million benefit related to the seftlement of legal claims pursued by the Company.
@ 12013, the Company's GETS segment recorded a $1.8 million benefit related to the reduction of an acquisition-related earnout liabifity.

@ 1y 2013, the Company's GETS segment recorded a $2.1 million charge related to the 2013 Restructuring Plan announced in the fourth quarter of 2613.
NM—Not meaningful.

Revenue decreased in 2013 as compared to 2012 primarily due to the decrease in "Other” industry verticals offset partiafly by growth in the OGC
industry vertical. Revenue in the "Other” industry verticals decreased primarily due to reduced spending by the Federal Government due to the
sequestration and reduced spending by state and local governments on infrastructure engineering activities. The increase in OGC revenue was
driven by increased demand from existing refinery and transportation clients. AIE revenue growth was primarily due to growih in the commercial
aviation industry, partially offset by reduced government agency and defense spending. Hi-Tech revenue decreased in 2013 as compared fo 2012
due primarily to decreased demand from existing clients. :

Gross profit dollars and margin decreased primarily due to the decline in higher margin data acqulsftion and analysie solutions, infrastructure
engineering activities and Federal Government activities.

Excluding the impact of the reduction of the earnout fiability and the settlement of legal claims, operating and administrative expenses decreased
slightly in 2013 as compared to 2012,

Excluding the impact of the claims setlement, 2013 Restructuring Plan and earnout liability reduction, the decrease in operating profit in 2013
compared to 2012 was primarily due to the decline in gross profit.

2%




Table of Contents

CDI CORP. AND SUBSIDIARIES

Management's Discussion and Analysis of Financial Condition and Results of Operations
{ Amounts In thousands, except per share amounis, unless otherwise indicafed )

Professional Services Staffing (PSS)

The following table presents changes in revenue by industry vertical, cost of services, gross profit, operating and administrative expenses and
operating profit for PSS in 2013 and 2012 .

2013 2012 Increase {Decrease})

% of Total % of Total
$ Revenue $ Revenue $ %

165% § 27171 23.2%
277,782 . 291,839

Total revenue 708,598

M 1n 2013, the Company's PSS segment recorded a $2.4 million charge related to the 2013 Restructuring Plan announced in the fourth quarter of 2013,
NM-Not meaningful. :

Revenue decreased in 2013 as compared to 2012 driven by a decline in the Hi-Tech, AIE and "Other” industry verticals, partially offset by an
increase in the OGG industry vettical. The decline in Hi-Tech revenue was primarily due to decreased demand by a large client that is attributed to
a reduction in their business. AIE revenue declined primarily due to the termination of an existing client contract. Revenue in "Other” industry
verticals decreased due primarily to the impact of the completion of a long-term project for a client in the financial services industry. OGC revenue
growth was primarily due to increased demand for pipeline-related inspection, maintenance and site services.

Gross profit doliars and margin decreased in 2013 as compared to 2012 primarily due fo a shift in mix to lower margin business and a reduction of
permanent placement revenues. The shift in mix fo lower margin business primarily relates o a shift in mix from higher margin non-program
staffing clients to lower margin program staffing clients.

Operating and administrative expenses increased slightly during 201 3 as compared to 2012.

Excluding the impact of the 2013 Restructuring Plan, operating profit declined primarily due to the decline In gross profit,
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Management's Discussion and Analysis of Financial Condition and Results of Opetations
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Management Recruliters International (MRI)

The following table presents changes in revenue by service type, cost of services, gross profit, operating and administrative expenses and
opetrating profit for MRI in 2013 and 2012

2013 2012 . Increase (Decrease)

% of Total % of Total
$ Revenue $ Revenue $ %

Contract Staffing {(17.4)%

Gross profit

Resfructuring and other related costs @

M 1y 2013, the Company's MR! segment recorded a $0.2 million charge related to the 2013 Restructuring Plan announced in the fourth quarter of 2013.
NM--Not meaningful,

Revenue decreased in 2013 as compared to 2012 due primarlly to a decline in contract staffing revenue and to a lesser extent, a reduction in
permanent placement royalty revenue.

Gross profit doltars decreased in 2013 as compared to 2012 due to lower confract staffing revenue and lower permanent placement royalty
revenue. MR * s gross profit margin increased in 2013 as compared to 2012 due toa change in the revenue mix as a resuit of the significant
decline in contract staffing revenue as compared to a less significant decline in permanent placemeant royalty revenue,

Operating and administrative expenses decreased in 2013 as compared to 2012 primarily due to reduced commissions associated with the
decline in contract staffing revenue.

Operating profit decreased in 2013 as compared fo 2012 primarily due to the decline in gross profit partially offset by lower operating and
administrative expenses.
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Fiscal Year 2012 versus 2011

Consolidated Results of Operations

The table that follows presents changes in revenue by segment along with selected financial information and key metrics for 2012 and 2011 ¢

2012 2011 Increase (Decrease)

% of Total % of Total
$ Revenue $ Revenue $ Y%

325,048 _ 548 305% §

Gross profit

Operating and administraiive ex

Effective income tax rale

@ in 2011, the Company’s PSS segment recorded a $9.7 miflion benefit related to the successful fegal appeal of the OF T matter.
@ ncome before income axes for the year, divided by the average net assels at the beginning and end of the year for the prior 12 consecutive months. Net

assels include total assets minus total liabilities excluding cash and cash equivatents, income tax accounts and debt.
Ni—Not meaningful.

Revenue increased in 2012 as compared to 2011 in all three segments, particularly PSS. GETS and PSS grew revenue in each of the three key
industry veriicals with OGC Increasing the most in tota! doflars and percentage growth. These increases were partially offsat by declining revenue
in the "Other” industry verticals dug primarily to reduced spending by stale and local governments on infrastructure engineering activities in GETS
and the completion of a long-term project in PSS.

Gross profit dollars and gross profit margin decreased in 2012 as compared to 2011 due primarily to the decrease in higher margin infrastructure
engineering activities in GETS as a result of reduced state and local government spending, a shift in mix to lower margin business in PSS and
tower permanent placement revenue in MR

Operating profit in 2011 inciuded a benefit of $9.7 million related to the successful legal appeal of the fine imposed by the United Kingdom Office
of Fair Trade (the "OF T matter"), partiaily offset by an $8.1 milllon charge related to the restructuring plan announced in the fourth quarter of 201 1.
Excluding the 2011 impact of the OFT matter and restructuring charge, operating profit increased In 2012 primarily due to the ongaing cost
savings from the 2011 restructuring plan and savings from additional cost reduction gfforis.

The effective income tax rate for both periods was unfavorably impacted by fosses in foreign jurisdictions for which no tax benefit had been
recognized and reductions to deferred tax assets for stock-based compensation grants that expired with no corresponding tax benefit. The 2011
rate was favorably impacted by a reduction in the reserve for the OFT matter and federal income tax credits under the Hiring Incentives to Restore
Employment (HIRE} Act.

Corporate

Corporate expenses consist of operating and administrative expenses that are not aillocated to the reporting units under segment reporling.
Corporate expenses in 2011 included $0.6 million related to the restructuring plan announced in the fourth quarter of 2011, Corporate expenses
decreased to $24.2 million for 2012 from $26.3 million for 2011. Excluding the 2011 impact of the 2011 restructuring plan, corporate expenses
decreased primarily due to the ongoing cost savings from the restructuring plan implemented in the fourth quarter of 2011, savings from additional
cost reduction efforts, and a reduction in consulting and personnel-related costs incurred during 2014 as the Company made investmenis to
develop its new business strategy.
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Segment Results of Operations
Global Engineering and Technology Solutions (GE TS)

The following table presents changes in revenue by industry vertical, cost of services, gross profit, operating and administrative expenses and
operating profit for GETS for 2012 and 2011 :

2012 2011 Increase (Decrease)

% of Totat % of Total
$ Revenue ) $ Revenue $ Yo

341% 8 99,352 30.7% % 11,679
B34

Gross profit

Operating profit $ 25,725 70 § 14,978 46 § 10,748 717

® The year ended December 31, 2011 included a $4.5 million restruciuring charge.

Revenue increased in 2012 as compared to 2011 primarily due to the growth in OGC and Hi-Tech industry verticais substantially offset by a
decrease in "Other” industry verticals. The increase in OGC revenue was driven by increased demand from existing clients in the chemical
industry. AlE revenue was relatively fiat as revenue growth from the commercial aviation industry was significantly offset by reduced government
agency and defense funding. Hi-Tech revenue increased in 2012 as compared fo 2011 due primarily to increased demand from existing clients.
Revenue in "Other" industry verficals decreased primarily due to reduced spending by state and local governments on infrastructure engineering
activities partially offset by increased naval defense spending.

Gross profit dollars and gross profit margin decreased in 2042 as compared to 2011 primarily due to the decline in higher margin infrastructure
engineering activities.

Operating and administrative expenses in 2011 included a $4.5 million restructuring charge. Excluding the 2011 impact of the restructuring
charge, operating and administrative expenses decreased in 2012 primarily due to the ongoing cost savings from the restructuring plan
announced in the fourth quarter of 2011 and savings from additional cost reduction efforts.

Exciuding the impact of the 2011 restructuring charge, GETS operating profit improved due to ongoing cost savings from the 2011 restructuring
plan partially offset by the decline in higher margin infrastructure engineering activities.
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Professional Services Staffing (PSS}

The following table presents changes in revenue by industry verfical, cost of services, gross profit, operating and administrative expenses and
operating profit for PSS in 2012 and 2011 :

2012 201 Increase (Decrease)

% of Total % of Totat
$ Revehue $ Revenue $ %

11,408

. {24829y

Operating profit . . (1,659)

M The year ended December 31, 2011 included a $9.7 million benefil related to the successful legal appeal of the OFT matter,
@ The year ended December 31, 2011 included a $2.6 million restructuring charge.

Revenue increased in 2012 as compared to 2011 driven by growth in the OGC, AIE and Hi-Tech industry verticals, partially offset by the decrease
in the "Other” industry verticals. OGC revenue growth was primarily due to increased demand for pipeline-related inspection activities. AlE
revenue growth was primarily due to the impact of new clients. Hi-Tech revenue growth was primarily due to increased demand from existing
clients and to a lesser extent the impact of new clients. Revenue in "Other” industry verticals decreased due primarily to the impact of the
completion of a long-term project for a client in the financial services industry.

Gross profit dollars and margin decreased in 2012 as compared to 2011 primarily due to a shift in mix to fower margin business and to a lesser
extent reduced permanent piacement fees. The shift in mix to lower margin business primarily relates to the growth In lower margin pipeiine-
related business and the impact of the completion of the higher margin project in the financlal services industry.

Operating and administrative expenses for 2011 included a benefit of $9.7 million related to the successful legal appeal of the OFT matter and a
$2.6 million restructuring charge, Excluding the impact of the OFT matter and restructuring charge, operating and administrative expenses
decreased primarily due to the ongoing cost savings from the restructuring plan implemented in the fourth gquarter of 2011 and savings from
additionatl cost reduction efforts.

Excluding the impact of the 2011 benefit related to the OF T matter and restructuring charge, PSS operating profit improved primarily due to the

ongoing cost savings from the restructuring plan implemented in the fourth guarter of 2011 and savings from additiona! cost reduction efforis,
partiatly offset by the decline in higher margin business.
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Management Recruiters International (MRI)

The following table presents changes in revenue by service type, cost of services, gross profit, operafing and administrative expenses and
operating profit for MRl in 2012 and 2011 :

012 2011 Increase {Decrease}

% of Total % of Total
$ Revenue $ Revehue $ %

Contract Staffing $ 77.0% §

51,612 75.2%

$ 2,034 3.9%

Gross profit 31,506 45.2 32,924 48.0 S (1,418) (4.3)

Operating profit $ 10,201 146 9,468 13.8 733 7.7

Revenue increased in 2012 as compared to 2011 dug primarily fo growth in contract staffing revenue partiaily offset by a reduction in permanent
placement royalty revenue,

Gross profit doflars and margin decreased in 2012 as compared to 2011 due primarily to lower permanent placement royalty revenue.

Operating and administrative expenses decreased in 2012 as compared o 2011 primarily due to the ongoing cost savings from the restructuring
plan implemented in the fourth quarter of 2011,

Operating profit increased in 2012 as compared to 2011 primarily due to the ongoing cost savings from the restructuring plan implemented in the
fourth quarter of 2011, partially offset by lower permanent placement royatty revenue,
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Liquidity and Capital Resources

The Company's principal sources of fiquidity are cash flows from operations and borrowings under credit facllifies. The Company's principat uses
of cash are operating expenses, capital expenditures, working capital requirements, dividends and debt service. Management expects that the

Company's current cash balances, cash generated from operations and available borrowing capacity will be sufficient to support the Company's
planned operating and capital requirements for the foresecable future and at least the next twelve months.

On November 30, 2012, CDI Corp., its direct whoily-owned subsidiary, GDI Corporation, and its indirect subsidiary, CDI AndersElite Limited (each
a “Borrower”), entered into a Credit Agreement (the “Credit Agreement”) with Bank of America, N.A. (the “Bank"). The Credit Agreement
established a $75.0 million revoiving line of credit facility (including a $5.0 miliion UK overdraft facility), with & five-year term ending on November
29, 2047. Borrowings under this line of credit may be uged by the Borrowers for general business purposes or for letters of credit. See Note 6 -
Short-Term Borrowings, in the notes to the consolidated financial statements included in item 8 of this Form 10-K Report for more information
relating to the Credit Agreement.

As of December 31, 2013, the Company had cash and cash equivalents of $45.5 miflion . As of December 31, 2013 , there were oulstanding
borrowings of $2.8 million , letters of credit outstanding of $3.1 million , and $69.1 million available to borrow under the Gredit Agreement, The
Company was in compliance with all covenanis under the Credit Agreement as of December 31, 2013 . As of December 31, 2013, the Company
also had an unsecured $0.4 million letter of credit outstanding under an agreement with TD Bank, N.A. that expires on July 1, 2014,

The Company's primary source of cash is cash generated from operations. The Company provides services to clients, which it typically bills on a
weekly, bl-weekly or monthly basis. The Company has general payment terms with cllents that can range from advance paymenis to more than &0
days. Expansions and contractions of the Company's business operations as well as varying efforis to collect amounts due can have a significant
impact on accounts receivable and available cash. Expansions of fhe Company's business operations generally result in an initial decrease of
cash due 1o increased payroll cosis and an initial increase in outstanding accounts receivable associated with higher business volumes,
Contractions of the Company's business operations generally result in an initial Increase of cash due to the continued collections of outstanding
accounts receivable and decreased payroli costs aseociated with lower business volumes. The Company's accounts recelvable balances were
$230.6 milion and $223.6 million as of December 31, 2013 and 2012 | respectively.

Payroll is the Gompany's largest expense, with the majority of billable employees paid weekiy or bi-weekly. As a result of the timing differences
between the revenue collection cycle and the payroll cycle, the Company typically needs to fund its operations.

Capital expenditures are primarily for the replacement of aging fixed assels and upgrades of systems for efficiencies and for expendifures
associated with business expansion and growth. '

The Company expects to generate positive cash flow over the business cycle. However, changes in the level of business activity do impact
working capital needs and cash flow. in addition, the unceriain global economy could cause delays in customner paymenis, which could lead to
slower collections that may cause a temporary decling in operating cash fiow.

As of December 31, 2013 , approximately 19.7% of the Company's cash and cash equivaients were held by certain non-U.S. subsidiaries,
principally Canadian and UK entities, and denominated in foreign currencies, principaily Canadian dollars and British pounds sterling. The
repatriation of cash and cash gquivalent balances from non-U.S. subsidiaries could have adverse {ax conseguences; however, such cash and
cash eguivalent balances are generally available, without legal restrictions, to fund ordinary business operations at the local level. Deferred
income iaxes have not been provided on the unremitted eamings of such non-U.S. subsidiaries because it is management's intention to reinvest
such earnings in non-U.8. subsidiaries for the foreseeable future.

The following table summarizes the net cash flows, by category, from the Company's consolidated statements of cash flows:

Year ended December 31, Change
2013 2012 2011 2013 vs. 2012 2012 vs. 2011

Operating,

invesiing Aciivities
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Operating Activities

During 2013, net cash provided by operating activities was $16.1 million , a decrease of $21.0 million as compared fo 2012 . Cash flow provided
by operating activities decreased primarily due to the decline In net income, after adjusting for non-cash items, and increase in working capital
requirements.

During 2012 , net cash provided by operating activities was $37.1 million, an increase of $9.1 million as compared to 2011. Cash flow provided by
operating activities increased primarily due to the improvement in net income, after adjusting for non-cash itemns, and improvements in working
capital requirements, partially offset by a $4.7 million increase in payments during 2012 refated to the restructuring plan announced in December

2011,

During 2011, net cash provided by operating activities was $28.0 million, an increase of $32.3 million as compared to 2010. Operating cash flow
increased primarily due to an increase in net income of $25.8 million and lower working capital requirements, partially offset by a net change in
non-cash items of $20.3 milion. The lower working capital requirements resulied from the change in the Company's accounts receivable balances
during 2011 as compared fo 2010. The change in non-cash ltems primarily related to the $8.7 million gain for the non-cash reduction of legal
reserves in 2011 and the $8.3 million goodwill impairment charge in 2010.

Investing Activities
During 2013 , net cash used in investing activities was $7.4 miliion , an increase of $0.8 million as compared to 2012. The increase was primarily
due to an increase in capital expenditures.

During 2012, net cash used in investing activities was $6.6 mitlion, an increase of $0.8 million as compared to 2011. The increase was primarily
due o an increase in capital expenditures.

During 2011, net cash used in investing activities was $5.9 million, a decrease of $38.9 miltion as compared fo 2010. This decrease primarily
related to the $38.8 million of net cash used for acquisitions in 2010. On June 28, 2010, the Company purchased the L.R. Kimball business for
$34.1 million in cash and on December 20, 2010, the Company acquired the DSPCon business for $4.7 million in cash. Investing activities in 2011
consisted primarily of purchases of fixed assets.

Financing Activities

During 2013 , net cash used in financing activities was $6.4 million , a $7.7 million decrease in the use of cash as compared to 2012. The
decrease In net cash used in financing activities was primarily due to the reduction in cash dividends paid and a change in book overdrafts. During
December 2012, the Company accelerated the payment of the first quarter 2013 dividend typleally paid in March in the amount of $2.5 million or
$0.13 per share to holders of record as of the close of business on December 14, 2012.

During 2012, net cash used in financing activities was $14.0 miltion, a decrease of $10.0 million as compared to 2011. The decrease in net cash
used in financing activities was primarily due to the $13.9 million repayment in 2011 of borrowings under the former credit agreement and 2012
borrowings under the current Credit Agreement, partially offset by the elimination of book overdrafts and an increase in cash dividends paid to
shareholders. During December 2012, the Company accelerated the payment of the first quarter 2013 dividend typically paid in March in the
amount of $2.5 miltion or $0.13 per share to holders of record as of the close of business on December 14, 2012,

Puring 2011, net cash used In financing activities was $24.0 million, an increase of $27.8 million as compared to 2010. The increase in cash used
in financing activities was primarily the result of the 2011 repayment of $13.9 million under the Company’s credit agreement that was drawn in
2010. The repayment was a result of the Company's improved cash flows from operations.
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Contractual Obligations and Commitments
The following table summarizes the Company's oufstanding contractual obligations and commitments as of December 31, 2013 :

Less than More than
Total 1 Year 1-3 Years 4-5 Years 5 Years

Other ® 5,337 4,710 487 121 19

M Represents fuiure minimum rental commilments under non-cancatable leases before sublease payments of $0.2 million and $0.1 milfion that are expected to

be recelved in 2014 and 2015 , respectively. The Company expects to fund these commitments with existing cash, cash flows from operations and its
borrowing capacity under its Credit Agreemant. (See Note 10 - Commitments, Confingencies and Legal Proceedings, in the notes to the consokidaied financial
statements included in ltem 8 of this Form 10-K Report.)
@ Represents letters of credit issued through domestic banks as required by certain insurance carriers, primarily in connection with the Company's workers'
compensation plan.
Purchase oi:iigations consist primarily of normal and customary technoiogy maintenance and on-line job posting and search services contracts. The Company
expects {o fund these commitments wih existing cash, cash flows from operations and its borrowing capacity.
Repfesents remaining amounts expected to be paid pursuant fo the 2013 Restructuring Plan, excluding real estate exil and related payments that are partiy
included in the line 'Operating lease commitments’. (See Note 5 - Restructuring and Other Related Costs, in the notes o the consokdated financial statements
included in ltem 8 of this Form 10-K Report.} )

@

)

Off-Balance Sheet Arrangements

The Company does not have any significant off-balance sheet arrangements other than those disclosed in Note 10 -Commitments, Contingencies
and Legal Proceedings, in the notes to the consolidated financial siatements included in tem 8 of this Form 10-K Report. There are no off-balance
sheet arrangements that are reasonably fikely o have a materiat effect on the Company's consolidated financial condition, results of operations or
cash flows.

Critical Accounting Policies and Estimates

The consolidated financial statements contained in this Form 10-K Report were prepared in accordance with accounting principles generally
accepted in the United States of America, which require management to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenue, and expenses, and the disclosure of contingencies. Geriain accounting policies, methods and estimates are particularly
sensitive because of their significance to the consolidated financial statements and because of the possibility that future events affecting them
may differ from current judgments. While there are a number of accounting pelicies, methods and estimates that affect the consolidated financial
statemnents as described in Note 1 -Significant Accounting Policies, in the notes 1o the consolidated financial statements included in ltem 8 of this
Form 10-K Report, areas that are particularly significant are discussed below,

Revenue Recognition

Revenue in the consolidated statements of operations is presented net of any revenue-based taxes, such as sales, use, excise and value added
taxes. The Company derives its revenue from several sources. Each of the Company's segments provide staffing services. GETS aiso provides
project and outsourcing services, which include some cost-plus and fixed-price contracts, and permanent placement services. MRI also generates
franchising revenue through royalties and, to a lesser extent, initial franchise fees.

Staffing Services - The Company recognizes revenue from staffing services based on the gross amount billed. The Campany fypically bills ifs
clients once services are performed and associated costs have been incurred. in these circumstances, the Company assumes the risk of
acceptability of its employees to its clients. The Company will also at times use unaffiliated companies {supplier associates) and their
employees to fulfill a client's staffing requirements either in whole ot in part. Under these arrangements, these firms serve as stbcontractors.
Clients typically require a single consolidated bill that reflects services performed by both the Company's employees and the employees of
any applicable supplier associates.

When utilizing supplier associates, the Company records the diffierence between its gross billings and the amount paid to the supplier
associate as revenue, which is generaily referred to as an administrative fee. Administrative and clerical costs related to time accumuiation,
invoicing and other activities are recorded and included in operating and administrative expenses as incurred.
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Project and Outsourcing Services - The Company recognizes revenue from project and outsourcing services as the services are performed.
Revenue for these services is generally based on mark-ups of its employees' rates of pay utilizing an hourly muitiptier or on a cost plus fixed
fee basis. Information technology (IT) outsourcing service contracts generally include the performance of certain computer or network
operations or service-desk support on behalf of clients. These {T outsourcing setvice coniracts typically contain an invoicing schedule
covering the contractual peried. Accordingly, the Company recognizes revenue on a pro-rata basis using elapsed time as the measure of
performance under these confracts. The Company derives less than 5% of its revenue from fixed-price contracts. Fixed-price engineering
contracts typically include development of conceptual and detailed designs in support of a client's construction of fangible property. The
Company recognizes revenue for fixed-price contracts under the percentage-of-completion method based generally on the proportion of total
direct labor costs incurred to total estimated direct labor costs, When total estimated costs indicate & loss, the Company will recognize the full
amount of that loss immediately.

Permanent Placement - Services include the search for and recruitment of candidates for employment with the Company's clients. Generally,
the Company performs permanent placement services on a non-exclusive, contingency basis, Revenue is recognized only afler successfully
placing a recommended candidate.

Franchise Royalties - MRI's rights to franchise royalties are governed by the provisions of its franchise contracts. Under the franchise
contracts, the franchisees remit to the Company a contractual percentage of fees collected from their clients, The Company records franchise
royalty revenue as fees are collected by the franchisee and they become a receivable from the franchisee .

Franchise Fees - The Company recognizes fees related to saies of new MR] franchises and master franchise agreements when the Company
has substantially fulfilled its requirements under the respective franchise agreement.

income Taxes :

The Company makes judgments and interpretations based on enacted tax laws, published tax guidance, as weli as estimates of future eamings.
These judgments and interpretations affect the provision for income taxes, deferred tax assets and liabilities and the valuation allowance. As of
December 31, 2013 , the Company had net deferred tax assets of $7.0 million . This included $ 5.7 million {net of valuation aflowance) which
relates primarily fo state net operating loss carry forwards and foreign tax credit canry forwards. A determination on the basis of objective factors
was made that it is more likely than not that the net deferred tax assets will be realized through future years' income. in the event that actual
reeults differ from these estimates and assessments, the valuation allowances may be adjusted. In 2013 , the Company released $0.9 million from
the vatuation allowance for foreign deferred tax assets due primarily to the disposal of the AndersElite Australia Pty Limited business. in 2012, the
Company added $0.6 million to the valuation allowance for foreign deferred tax assets. In 2011, the Company added $0.6 mitlion to the valuation
allowance for foreign deferred tax assets. '

Allowanice for Doubfful Accounis

The Company's principal asset is its accounts receivable. Substantially all of the Company's clients are provided frade credit. The Company's
clients are primarily large and mid-sized organizations. The Company performs ongoing credit evaluations of its clients and maintains allowances
for potentlal credit losses. The Company considers a number of factors in determining the atlowance for doubtful accounts, including an
assessment of client-specific information, the Company's historical experlence, the age of the receivable and current market and economic
conditions. Unanticipated changes in the financial condition of clients, the resolution of various disputes, of significant changes in the economy
could impact the reserves required. As of December 31, 2013 and 20712 , the allowance for doubtful accounts was $2.9 million and $2.6 million ,
respectively.

Goodwill and Other Infangible Assets

The Company performs its annual assessment for impairment of goodwill and other indefinite-lived intangible assets as of July 1 of each fiscal
year, or whenever events occur or circumstances indicate that it is more likely than not that the fair value of a reporting unit or indefinite-lived
intangible asset is below its carrying value.

The Company has the option to perform a qualitative assessment for impalrment of its goodwill and indefinite-lived intangible assets to determine
if it is more likely than not that the fair value of a reporting unit or indefinite-lived intangible asset is beiow its carrying value. If the Company
determines based on a qualitative assessment that it is more fikely than not that the fair value of a reporting unit or indefinite-lived intangible asset
is greater than its carrying value, then it would not be required fo perform the two-step quantitative impairment test described below. If necessary,
the Company will perform a guantitative assessment for Impairment of its goodwill and indefinite-lived intangible assets using the two-step
approach.
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The first step of the quantitative impairment test requires that the Company determine the fair value of each reporting unit and then compare that
fair value to the reporting unit's carrying amount. The Company uses the Income approach to determine the fair value of its reporting units. The
Company applies a valuation technique consistent with the income approach to measure the fair value of its indefinite-ived intangible assets. The
income approach is based on the present value of estimated discounted cash flows and terminal value projected for each reporting unit, The
income approach requires significant judgments, including the projected resulis of operations, the weighted-average cost of capital (WACC) used
to discount the cash flows and terminal vaiue assumptions. The projected resulfs of operations are based on the Company's best estimates of
future economic and market conditions, including growth rates, estimated earnings and cash expenditures. The WACC is determined based on
the Company’s capital structure, cost of capital, inherent business rigk profile and long-term growth expectations, as reflected in the terminal
value, The Company uses a market approach based on peer group market multiples to validate the reasonableness of the reporting unit fair
values determined under the income approach.

The Company then validates the reasonableness of the total fair value of the reporting units under the Income approach by reconciling the
aggregate fair values of the reporting units to the Company's total market capitatization, adjusted to include an estimated controf premium. The
estimated control premium Is derived from obsetvable transactions involving the purchase of controlling interests in comparable companies. The
market capitalization of the Company is based on the average steck price over a range of dates preceding and including the assessment date, if
avatlable.

The second step of the quantitative impairment test is performed i the first step indicates ihat impairment exists. The second step of the
impairment agsessment involves allocating the reporting unit's fair value to alt of its recognized and unrecognized assets and liabilities in order to
determine the implied fair value of the reporting unit's goodwili and intangible assets as of the assessment date. The implied fair value of the
reporting unit's goodwill and other intangible assets is then compared to the carrying amount of goodwill and other intangible assets to quantify an
impairment charge as of the assessment date.

The Company performed its annual assessment for impairment of goodwill and other indefinite-lived intangible assets as of July 1, 2013 and
determined there was no impairment. The Company's assessment determined that the fair values for each of the Company's reporting units, with
the exception of PSS EMEA, comprised primarily of the CDI AndersElite Limited business,were substantially in excess of their related carrying
values as of July 1, 2013, The PSS EMEA reporting unit had a fair value in excess of its carrying value of 15% and goodwill of $10.5 million. The
Company believes it has made reasonable estimates and assumptions to calculate the fair value of its reporiing units, If actual future results are
not consistent with management's estimates and assumptions, the Company may have to take an impairment charge in the future related to its
goodwill or indefinite-lived intangible assets. There were no triggering events subsequent to July 1, 2013 that required additional testing for any
reporting units or its indefinite-lived intangible assets.

Changes in future market conditions, the Company's business strategy, or other factors could impact the future values of the Company's reporting
units, which could resuit in future impairment charges. The future cccurrence of & potential triggering event, such as a decrease in expected
earnings, adverse market conditions, a decline in current market multipies, a significant decline in the Company's stock price, a significant adverse
change in legal factors or business climate, an adverse action or assessment by a regulator, unanticipated competition, strategic decisions made
in response fo economic or competitive conditions, or a more-likely-than-not expectation that a reporting unit or a significant portion of a reporting
unit wili be sold or disposed of, could require additional interim kmpairment testing prior to the next annual impairment test. In the event of
significant adverse changes such as those described above, the Company may need to recognize a non-cash impairment of goodwill, which could
have a material adverse effect on the Company's consolidated statements of operations. As of December 31, 2013 , total goodwill amounted to
$62.3 miltion .

Other intangible assets arising from acquisitions that are determined to have a definite useful life are generaily amortized on a straight-iine basis
over the estimated useful life of the asset. Other intangible assets determined to have an indefinite useful life are tested for impairment as part of
the Company's annual impairment assessment. When significant intangible assets are acquired, an independent third-party valuation firm is
engaged to assist in determining the fair value of the assets as of the acquisition date. As of December 31, 2013, other intangible assets
ameunted {0 $15.2 million net of accumulated amortization.

Contingencies

The Company Is subject fo various lagal proceedings and claims that have arisen in the ordinary course of business, The Company records a
liability when it is both probabie that a liabifity has been incurred and the amount of the loss can be reasonably estimated. Disclosure of a
contingency is required if there is at least a reasonable possibility that a loss has been incurred. In determining whether a loss should be accrued,
the Company evaluates, among other factors, the degree of probability of an unfavorable outcome and the ability to make a reasonable estimate
of the amount of the loss. Changes in these factors could materially impact the Company's consolidated financial condition, results of operations
or cash flows.
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Recently Adopted and issued Accounting Pronouncements
For information regarding recently adopted and Issued accounting pronouncements, see Note 1 - Significant Accounting Policies, under the
section "Recent Accounting Pronouncements” in the notes to the consolidated financial statements included in ltem 8 of this Form 10-K Report.

ftem TA. Quantitative and Qualitative Disclosures About Market Risk

The Company is exposed to risks assoclated with foreign currency fluctuations and changes in interest rates.

Foreign Currency Risk

The Company's exposure to forelgn currency fluctuations relates primarily to its operations denominated in Canadian doliars and British pounds
sterling. Exchange rate fluctuations impact the U.S, dollar value of reported earnings derived from these foreign operations as weil as the
Company's investment in the net assets related to these operations. The Company utilizes derivative financial instruments from time to time {o
reduce its exposure to certain foreign currency fiuctuations.

Interest Rale Risk

The interest rate risk associated with the Company's borrowing activities as of December 31, 2013 is not material in relation to its consolidated
financlal position, results of operations or cash flows, While it may do so in the future, the Company has not used derivative financial instruments
to alter the interest rate charactetistics of its debt instruments. As of December 31, 2013, the Company had outstanding borrowings of $28
miliion with interest payable at rates ranging from 1.42% to 1.78% per annaum,
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
CDI Corp.:

We have audited the accompanying consaiidated balance sheets of CDI Corp. and subsidiaries as of December 31, 2013 and 2012 , and the
related consolidated statements of operations, comprehensive income, cash flows and equity for each of the years in the three-year period ended
December 31, 2013 . These consolidated financial statements are the responsibility of thie Company's management. Our responsibility is to
express an opinion on these consolidated financial statements based on our audits.

We condusted our audits in accordance with the_standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, onh a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

in our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of CDI Corp.
and subsidiaties as of December 31, 2013 and 2012, and the results of their operations and their cash flows for each of the years in the three-
year period ended December 31, 2013 , in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), CBi Corp.’s internal
controt over financial reporting as of December 31, 2013 , based on criteria established in Internal Control—integrated Framework (1892} issued
by the Commitiee of Sponsoring Organizations of the Treadway Commission (COSO0), and our report dated March 8, 2014 expressed an
ungqualified opinion on the effectiveness of the Company’s internal controt over financial reporting.

(st KPMG LLP

Philadeiphia, Pennsylvania
March 8, 2014
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December 31,
2013 2012

230,613 223,630

3850,
282,345

‘Equlty; i
Preferred stock, $0.10 par value - authorized 1,000 shares; none issued - -
ized 100,000 shares;is '

i ER i

Common stock in treasury, at cost - 2,463 shares

Noncontrolling interest

Tofal Eabilifies and equity $ 405,807 % 400,705

See accompanying nofes o consofidated financial statements.
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Consolidated Statements of Operations
(in thousands, except per share data)

Year ended December 31,
2013 2012 2011

059,803

885,549 834,502

881,218

06,641 219,408, . - 225,301,
QOperating and administrative expenses 180,008 187,143 196,826
Resiruc éd e _ LT 00

12,948 18,433 15,000

14,833

Diluted $ 065 $ 0e7 $ 077

See accompanying notes to consolidated financial statements.
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{in thousands)

Year ended December 31,
2013 2012 2014

Other comprehensive income (l0ss).

Total comprehensive incom

Total comprehensive income attributable to CDI

See accompanying hotes to consclidated financial statements.
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(in thousands}

Year encded December 31,
2013 2012 2014

Bepreciation

Deferred income taxes

Other nen-current liabilities

(6,225)

142 (344)

Other

e

Dividends

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at end of period $

3 $ 26,844

Supplemental disclosure of cash flow information:

t $ 133§ 202 333




See accompanying notes fo consolidated financial staiements.
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Consolidated Statements of Equity
(in thousands, excep! per share amounts)

Accum-
ulated
Common Stock Gther
Compre- Totai CDi
Additional hensive Share- Nor-
Treasury Pald-in- Retained {Loss) holders' Centrolling Total
Shares Amount Stock Capital Earnings income Equity Inferest Equity

Net income

Share-based compensation
expense 3,358

Vesting of equity awards 149 15 {15)

i

Cash dividends inatd ($0.52 per

_ common share) - — —

20

Share-based compensatnon“ ’
expense B 3,414 o — e 3,414

Reclassification © équtty
awards from liabilities, ne

Common shares withheld for
taxes (8) — (894) — e £200)

278,971

(2.213)

Cash dividends paid ($0.38 per
~ commen share) —

See accompanying notes fo consolidated financiat statements.
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1. Significant Accounting Policies

Organization - CDI Corp. and its subsidiaries (the "Company” or “CDI"} is an integrated engineering and technology services organization
providing client-focused solutions in select global industries. The Company provides engineering and information technology {IT) solutions and
staffing services to clients in the Of, Gas and Chemical (OGC), Aerospace and Industrial Equipment (AIE), and Hi-Tech industry verticals as well
as in "Other” industry verticals that primarily include the infrastructure, U.S. defense, transportation and financial services industries. The
Company derives most of its revenue by providing these services to large and mid-sized companies located primarily in the United States {U.8.),
Canada and the United Kingdom (UK).

Basis of Presentation - The consolidated financial statements of the Company and the accompanying notes are prepared in accordance with
U.S. generally accepted accounting principles {GAAP).

Principles of Consolidation - The consolidated financial statements include the accounts of CDI Gorp. and its wholly-owned subsidiaries. All
significant intercompany balances and transactions have been eliminated.

Use of Estimates - The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions
that affect the reported amounts disclosed in the financial statements and accompanying hotes. Estimates, by their nature, are based on Judgment
and available information. Actual results could differ matetially from those estimates.

Significant estimates inherent in the preparation of the accompanying consolidated financial statements include the assumptions used in the
determination of the allowance for doubtful accounts receivable, impairment assessment of goodwill, determination of the recoverability of long-
fived assets, assessment of legal contingencies and caiculation of income taxes.

Peclassifications - For comparative purposes, certain amounts have been reclassified to conforim to the current period presentation.

Revenue Recognition - Revenue is presented net of any revenue-based taxes, such as sales, use, excise and value added taxes. The Company
derives its revenue from several sources. Each of the Company’s three segments provide staffing services. The Company's Global Engineering
Technology Solutions (GETS) segment also provides project and outsourcing services, which include cost-plus and fixed-price contracts, and
permanent placement services, The Company’s Management Recruiters international (MRI) segment also generates franchising revenue through
royalties and, to a lesser extent, initial franchise fees.

Staffing Services - The Company recognizes revenue from staffing services based on the gross amount billed. The Company typicatly bills its
clients once services are performed and associated costs have been incurred. In these circumstances, the Company assumes the risk of
acceptability of its employees to its clients. The Company will also at fimes use unaffiliated companies (supplier associates} and their
smployees to fulfitl a client's staffing requirements either in whole or in part. Under these arrangements, these firms serve as subcontraciors.
Clients typically require a single consolidated bill that reflects services performed by both the Company's employees and the employees of
any applicable supplier associates. When utilizing supplier associates, the Company records the difference between its gross billings and the
amount paid to the supplier associate as revenue, which is generally referred to as an administrative fee, Administrative and clerical costs
related to time accumulation, invoicing and other activities are recorded and inciuded in operating and administrative expenses as incurred.

Project and Quisourcing Setvices - The Company recognizes revenue from project and outsourcing setvices as the services are performed.
Revenue for these services is generally based on mark-ups of the Company's employees' hourly rates of pay or on a cost plus fixed fee
basis. Information technology {IT) outsourcing service contracts generally include the performance of certain computer or network operations
or service-desk support on behalf of clients. These IT outsourcing service contracts typically contain an invoicing schedule covering the
contractual period. Accordingly, the Company recognizes revenue on a pro-rata basis using elapsed time as the measure of performance
under these [T outsoureing service contracts. The Company derives less than 5% of its revenue from fixed-price contracts. Fixed-price
engineering contracts typically include development of conceptual and detafled designs in support of a client’s construction of tangible
property. The Company recognizes revenue for fixed-price contracts under the percentage-of-completion method based generally on the
proportion of total direct labor costs incurred to total estimated direct labor costs. When total estimated costs indicate a loss, the Company will
recognize the full amount of that loss immediately.

Permanent Placement Services - These services include the search for and recruitment of candidates for employment with the Company’s
clients. Genarally, the Company performs permanent placement services on a non-exclusive, contingency basis. Revenue is recognized only
after successfully placing & recommended candidate.
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Franchise Royalties - MRI's rights to franchise royalties are governed by the provisions of lis franchise confracts. Under the franchise
contracts, the franchisees remit to the Company a contractual percentage of fees collected from their clients. The Company records franchise
royalty revenue as fees are collected by the franchisee and they become & receivable from the franchisee .

Franchise Fees - The Company recognizes fees related fo sales of new MRI franchises and master franchise agreements when the Company
has substantially fulfilled its requirements under the respective franchise agreement.

Off-Balance Sheet Risk - The Company is exposed fo risks associated with fluctuations in foreign currency exchange rates because the
transactions of its foreign operations are primarily denominated in British pounds sterling and Canadian doliars. Exchange rate fluctuations impact
the U.S. dollar value of reported earnings derived from these foreign operations as welt as the Company's investment in the net assets related to
these foreign operations.

Foreign Currency - Foreign subsidiaries of the Company use local cusrency as the functional currency. Net assets are translated at year-end
exchange rates while revenue and expenses are translated at average monthly exchange rates. Adjustments resulting from these translations are
reflected in “Accumulated other comprehensive (loss) income” in the equity section of the consolidated balance sheets. Gains and losses afising
from foreign currency fransactions are reflected in “Other income (expense), net” in the consolidated statements of operations.

Concéntrations of Credif Risk - The Company's principal asset is its accounts receivable. Substantially alf of the Company's clients are provided
trade credit. The Company's clients are primarily large and mid-sized organizations. The Company performs ongoing credit evaluations of its

- clients and maintaing allowances for potential credit losses. The Company considers a number of factors in determining the allowance for doubtful
accounts receivable, including an assessment of client-specific information, the Company's historical experience, the age of the receivable and
current market and economic conditions.

The following table summarizes the changes in the allowance for doubtful accounts receivable for the indicated periods:

tincollectible
receivables written
Balance at Additions charged off, net of Balance at
heginning of year to earnings recoveties end of year

December 31, 2012

One client accounted for approximately 20% and 22% of tofal accounts recelvable as of December 31, 2013 and 2012 , respectively.

The Company's cash and cash equivalents are held in money market mutual funds and in accounts at major banks and financial institutions
located primarily in Canada, the U.S. and the UK.

Income Taxes - The Company accotnts for income taxes using the asset and liability method. Under this method, income taxes are provided for
amounts currently payable and for amounts deferred as tax assets and liabilities based on differences between the financial statement carrying
amounts and tax basis of its assets and liabilities. In establishing its deferred income 1ax assets and liabilities, the Company makes judgments
and interpretations based on the enacted tax laws and published fax guidance. The Company records deferred tax assets and liabifities and
evaluates the need for valuation aliowances lo reduce the deferred tax assets fo realizable amounts. The likelihood of a material change in the
Company’s expected realization of these assets is dependent on future taxable income, its ability to use tax credit carry forwards and carry backs,
final tax settlements and the effectiveness of its tax planning strategies in the varlous tax jurlsdictions in which it operates. The Company
recognizes the effect of income tax positions only if those positions are more tikely than not to be sustained, Recognized income fax positions are
measured at the largest amount that is greater than 50% fikely to be realized. Changes in recognition or measurement are reflected in the period
in which the change in judgment occurs. See Note 9-Income Taxes.

Cash and Cash Equivalents - Cash equivalents include highly liquid investments that mature within 90 days from the date of investment. The
Company funds its disbursement accournts daily as checks are presented for payment. Book overdrafts represent outstanding checks that have
not been presented for payment, net of cash in accounts with the right of offset. Book overdrafts are reported in “Accounts payable” In the
consolidated batance sheet and the change in book overdrafts are reported in financing activities of the consolidated statement of cash flows.
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Fair Value of Financial Instruments - The net carrying amounts of cash and cash equivalents, accounts receivable, accounts payable and short-
term debt approximate their fair value dus to the short-term nature of these instruments as well as the variable interest rate for short-term
borrowings.

For financial assets and liabilities measured at fair value on a recurring basis, fair value is the price the Company would receive to seil an assat or
pay to transfer a liability in an orderly transaction with a marke! participant at the measurement date. A three-level fair value hierarchy prioritizes
the inputs used to measure fair value as follows: Level 1-—quoted prices in active markets for identical instruments; Level 2—quoted prices in
active markets for similar instruments, quoted prices for identicat instruments in markets that are not active, or other inputs that are observable or
can be corroborated by observable data for substantially the full term of the instrument; and Level 3—significant inputs to the valuation model are
unobsetvable.

Property and Equipment - Property and equipment are recorded at cost. Depreciation expense for financial reporting purposes is computed
using the straight-line method over the following useful ives:

Computer equipment 4 years

Equipment and furniture 4 - 10 years

Software 4 -7 years

|Leasehold improvements  Shorter of lease term or useful life

The Company capitalizes direct costs incurred in the development of internal-use software in the application development stage of software
development.

Goodwill and Other Intangible Assets - Guodwill represents the excess of the purchase price over the estimated fair market value of identifiable
net assets at the date of acquisition In & business combination. Cther intangible assets are identifiable assets that lack physical substance, which
are acquired as part of a business combination or other transaction. Intangible assets with definite lives are amortized on a straight-line basis over
their useful lives. Goodwill and ofher intangible assets with indefinite lives are not amortized and are tested for impairment at least annually, The
Gompany performs its annual assessment for impairment of goodwill and other indefinite-lived intangible assets as of July 1 of each fiscal year, or
whenaver events occur or circumstances indicate that it is more Hikely than not that the fair value of a reporting unit or indafinite-lived intangible
asset is below its carrying value.

The Company has the option to perform a qualitative assessment for impairment of its goodwill and indefinite-lived intangible assets to determine
if it is more likely than not that the fair vaiue of a reporting unit or indefinite-lived intanglble asset is below its carrying value. If the Company
determines based on a qualitative assessment that it is more likely than not that the fair vaiue of a reporting unit or indefinite-lived intangible asset
is greater than its carrying value, then it would not be required to perform the two-step quantitative impairment test described below. If necessary,
the Company will perform a quantitative assessment for impairment of its goodwill and indefinite-lived intangible assets using the two-step
approach.

The first step of the quantitative impairment test requires that the Company determine the fair value of each reporting unit and then compare that
fair value to the reporting unit's carrying amount. The Company uses the income approach to determine the fair value of its reporting units, The
Company applies a valuation technique consistent with the income approach to measure the fair value of its Indefinite-iived intangible assets. The
income approach is based on the present value of estimated discounted cash flows and terminal value projected for each reporting unit. The
income approach requires significant judgments, including the projected results of operations, the weighted-average cost of capital (WACC) used
to discount the cash flows and terminal value assumptions. The projected results of operations are based on the Company’s best estimates of
future economic and market conditions, including growth rates, estimated eamings and cash expenditures, The WACC is determined based on
the Company's capital structure, cost of capital, inherent business risk profile and long-term growth expectations, as reflected in the terminal
value. The Company uses a market approach based on peer group matket multiples to validate the reasonableness of the reporting unit fair
values determined under the Income approach.

The Company then validates the reasonableness of the total fair value of the reporting units under the income approach by reconciling the
aggregate fair values of the reporting units to the Company's total market capitalization, adjusted to include an estimated control premium, The
estimated control premium is derived from observable transactions involving the purchase of controlling interests in comparable companies. The
market capitatization of the Company is hased on the average stock price over a range of dates preceding and including the assessment date, if
available.

The second step of the guantitative impairment test is performed if the first step indicales that impairment exists. The second step of the
impairment assessment involves allocating the reporting unit's fair value to ali of its recognized and unrecognized assets and liabilities in order to
determine the implied fair value of the reporting unit's goodwill and intangible assets as of the assessment date. The implied fair value of the
reporting unit's goodwill and other intangible assets is then compared to the carrying armount of goodwill and other intangible assets to guaniify an
impairment charge as of the assessment date.
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Long-Lived Assets - The Company evaluates jong-lived assets and intangible assets with definite lives for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. When it is probable that undiscounted future
cash flows will not be sufficient to recover an asset’s carrying amount, the asset is written down to its fair value. Assets to be disposed of by sale
are reported at the lower of the carrying amount or fair value less cost fo sell,

Joint Ventures - The Company applies the equity-method of accounting for investments for which it has the ability to exercise significant
influence, but not control, over the investee. Significant influence is generally deemed to exist if the Company has an ownership interest in the
voting stock of the investee of between 20% fo 50%. The Company recognizes its proportionate share of the investee’s results within the
operating results in the consolidated statements of operations, If applicable.

The Company consolidates investments for which it has the abiity to control or for which it has an ownership interest in the voling stock of the
investee in excess of 50%. The portion of the results not attributable to the Company's controlling interest in the investee’s results is presented as
“income atiributable fo the noncontrolling interest” in the consolidated statements of operations.

Leases - The Company leases office facifities and equipment under operating leases. For significant lease agreements that provide for escalating
rent payments or free-rent occupancy periods, the Company recognizes rent expense on a straight-line basis over the non-cancelable lease term.
The lease term commences on the date when all conditions precedent to the Company’s obligation to pay rent are satisfled. Deferred rent is
included in “Other accrued expenses and other current liabilities” and "Other non-current iiabifities" in the consolidated bafance sheets.

Share-Based Compensation - The Company accounts for share-based compensation based on the fair value of the award at the date of grant
for equity-classified awards or as re-measured each reporting date for liability-classified awards until such awards no longer remain outstanding.
The Company estimates the fair value of awards of equity share options or similar awards using option-pricing models, including the Black-
Scholes and Morte Carlo simulation models, and generally recognizes this value as compensation expense ratably over the requisite service
period, net of estimated forfeitures.

Recent Accounting Pronouncements ‘

In July 2013, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update {ASU) No. 2013-11 Income Taxes {Topic
740): Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Simitar Tax Loss or a Tax Credit Carryforward
Exists (ASU 2013-11). With certain exceptions, ASU 2013-11 requires entifies to present an unrecognized tax benefit, or portion of an
unrecognized tax benefit, as a reduction to a deferred tax asset for a net operating loss carryforward, a similar tax loss or a tax credit carryforward.
The guidance is effective for interim and annual periods beginning after December 15, 2013 on either a prospective or retrospective basis with
early adoption permitted. The Company does not expect adoption of this guidance to have a material impact on its consolidated financiatl position,
results of operations or cash flows. ‘

in March 2013, the FASB issued ASU No. 2013-05 Foreign Currency Maiters (Topic 830): Parent's Accounting for the Cumulative Translation
Adjustment upon Derecognition of Certain Subsidiaries or Groups of Assets within a Foreign Entity or of an Investment in a Foreign Entity. ASU
2013-05 clarifies when to release the cumulative translation adjustment into net income for transactions involving the disposition of some or all of
an investment or a business combination achieved in stages (step acquisitions). The amendments are effective prospectively for interim and
annual periods beginning on or after December 15, 2013. The Company does not expect adoption of this guidance to have a material impact on
its consolidated financial position, results of operations or cash flows.

2. Property and Equipment
Properly and equipment, net was comprised of the following for the indicated periods:

December 31,
2013 2012

(75,159)
2,090
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During the years ended December 31, 2013 and 2012 , the Company capitalized $0.7 million and $0.2 million, respectively, of internal-use
sofiware acguisition and development costs. During 2013 and 2012 , the Company recorded adjustments o retire §$1.4 million and $10.3 mitlion ,
respectively, of property and equipment and removed the associated $1.0 million and $9.8 million , respectively, of accumulated depreciation,
recognizing a loss of $0.4 million and $0.5 million , respectively.

3. Fair Vatue Disclosures

The Company mainiains a non-gualified Deferred Compensation Plan for highly compensated employees. The assets of the pian are held in the
name of CDI at a third-party financial institution. Separate accounts are maintained for each participant to reflect the amounts deferred by the
participant and all earnings and losses on those deferred amounts. The assets of the plan are held in publicly fraded mutual funds. The fair value
of the pian assets is calculated using the market price of the mutual funds as of the end of the period.

The following tables summarize the assets and liabilities measured at fair vaiue on a recusring basis by level of the fair value hierarchy for the
indicated periods:

Falr Value Measurements as of December 31, 2013 using

Fair Value Quoted Prices in Significant Significant
Meastrements Active WMarkets for Other Observable Unobservable
as of identical Assets Inputs Inputs
bescription December 31, 2013 {Level 1} (Level 2) {Level 3)

Mid Cap

Balanced

Total Assets

) As of December 31, 2013, $0.3 millicn and $8.7 million are included in "Prepald expenses and other current assets” (Hability offset in “Other accrued expenses
and ofher current fiabifities”) and "Other non-current assets” (lability offset in "Deferred compensation”), respectively, in the consolidated balznce sheefs
reflecting the non-qualified Deferred Compensation Plan assels.

Fair Value Measurements as of December 31, 2012 using

Fair Value Quoted Prices in Significant Significant
Measurements Active Markets for Other Cbservable Unobservable
as of ldentical Assels nputs inputs
Description December 31, 2012 (Level 1) {Level 2} {Level 3)

Mutual Funds:

1,980 1,980

Balanced

Totaf Assets ' $ 7623 % 7623 & $

) as of December 31, 2012, $0.3 million and $7.3 million are included in "Prepaid expenses and other current assets” (liabiiity offset in “Other accrued expenses
end other current Habilities”) and “Other non-current agsets” (llability offset in "Deferred compensation”), respectively, in the consolidafed balance sheets



reflecting the non;qualiﬁed Deferred Compensation Plan assets.
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4, Goodwill and Other intangible Assets

The following table summarizes the changes in the Company's carrying valug of goodwili by reporting segment for the indicated periods:

December 31, 2012 December 31, 2013
Accumuiated Translation and Accumulated
Gross Impairment Othet Gross Impatrment
Balance Losses Additions Adjustments Balance Losses

48,245 {31,448) 221 47,075 ©(30,057)

Total goodwill $ 100,536 § (38,527) & — & 271§ 59,553 § (37,273)

Becember 31, 2011 ~ December 31, 2012
Accumulated Translation and Accumutiated
Gross Impairment Other Grogs impairment
Balance Losses Additions Adjustments Balance Losses

Total goodwili $ 98,977 § {37.450) $ .= 8 482 % 100,586 § (38-,527)

The Company performed ifs annual assessment for impairment of goodwili and other indefinite-lived intangible assets as of July 1, 2013 and
determined there was no impairment. The Company's assessment determined that the fair values for each of the Company's reporting units, with
the exception of PSS EMEA, comprised primarily of the CDI AndersElite Limited business, were substantially in excess of their related carrying
values as of July 1, 2013. The PSS EMEA reperting unit had a fair value in excess of its carrying value of 15% and goodwill of $10.5 milfion . The
Cotnpany believes it has made reasonable estimates and assumptions to calculate the fair value of its reporting units and indefinite-lived
intangible assets. If actual future results are not consistent with management's estimates and assumptions, the Company may have to take an
impairment charge in the future related to its goodwill or other indefinite-lived intangible assets. There were no triggering evenis subsequent to
July 1, 2013 that required additional festing for any reporting units or indefinite-lived intangible assets.

The following tables summarize the changes in the Company's carrying value of other intangible assets for the indicated pericds:

December 31, 2012 December 31, 2013
Gross Accumuiated Gross Accumulated
Balance Amortization Additions Amortization Balance Amortization

| (a40)
{278).
_(a825)

_indeﬁnite-iived infangible assets:

Total other intangible assets $ 20,07 $ {4,125} § — 3 (1.625) $ 20,807 {5,750}
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December 31, 2011 December 31, 2012
Gross Accumutated Additions and Gross Accumulated
Balance Amortization Adjustments (1} Amortization Balance Amortization

Trademarks

Reacquired franchise righis 907 {111) 65 (95} 972 {206}

Total other intangible assets $ 20842 % (2,819) § 65 & {(1,306) § 20,807 $ (4,125)

i December 2012, the Company reassessed the useful ife of iis $5.1 million LR, Kimball rademark and determined the trademark to bave a finite life.

Accordingly, the Company accounted for this change on a prospective basis and it is being amortized on a straighi-line basis over its estimated remaining
useful life.

Amortization expense was $1.6 million for 2013, $1.3 million for 2012 and $1.4 miliion for 2011, Annual amortization expense is expecled to range
from approximately $1.1 million to $1.5 million per year for each of the next five years.

5, Restructuring and Other Related Costs

in December 2013, the Company announced that it will undertake a corporate reafignment in the first quarter of 2014 (the “2013 Restructuring
Plan”) to improve operational effectiveness and further optimize the Company's cost structure. The 2013 Restructuring Plan includes the
elimination of approximately 70 positions and the consolidation of facilities and is expected to be completed during 2014, In the fourth quarter of
2013, the Company recorded a charge of $5.7 million to "Restructuring and other related costs” in the consolidated statement of operations,
comprised of $4.6 million of employee severance and related costs, $0.6 mitlion of real estate exit and related costs and $0.5 million of asset
write-offs and related costs. Substantially all payments are expected to be made during 2014 with certain payments related to the consolidation of
facilities expected through 2019. Additional charges of approximately $1 mitlion to $3 million are expected to be recognized during 2014 related to
the consolidation of facilities that include estimates for remaining lease obligations less sub-lease proceeds, facility relocation and related costs.
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in December 2011, the Company announced a strategic growth initiative. As part of this initiative, the Company approved a restructuring plan (the
2011 Restrueturing Plan”) designed to reduce costs and improve efficiencies. Implementation of the 2011 Restructuring Plan was completed in
2012 with certain payments expected through 2044, In the fourth quarter of 2011, the Company recorded a $8.1 million charge to “Restructuring
and other related costs” in the consolidated statement of operations, comprised of $5.7 million of employee severance and related costs, $0.8
million of real estate exit and related costs and $1.5 million of asset write-offs,

The following table summarizes the provision, activity and balances related to the restructuring plans by cost type for the indicated periods:

Employee Accrued
severance and Real estate exit and Asset write-offs restructuring
related costs related costs and related costs liabitity

Non-cash

The consolidated baiance sheet as of December 31, 2013 include $4.7 million in “Other accrued expenses and other current fiabilities” and $0.6
milion in "Other non-current liabilities”, respectively. The consolidated balance sheet as of December 31, 2012 inciude §0.9 million in "Other
accrued expenses and other curent liabiiities”.’

6. Short-Term Borrowings

On November 30, 2012, CDi Corp., its direct wholly-owned subsidiary, CDI Corporation, and its indirect subsidiary, CDI AndersElite Limited {each
a "Borrower"), entered into a Credit Agreement (the "Credit Agreement”) with Bank of America, N.A. (the “Bank”). The Credit Agreement
established a $75.0 million revolving line of credit facility (including a $5.0 million UK overdraft facility) that expires on November 29, 2017 . The
Company intends to repay outstanding borrowings under the Credit Agreement as of December 31, 2013 during 2014 and as a resuli has
recorded these borrowings in "Short-term borrowings” in the consolidated balance sheets. Borrowings under this line of credit may be used by the
Company and the other Borrowers for general business purposes or for letters of credit. ‘

The Borrowers’ obligations under the Credit Agreement are guaranteed by three indirect subsidiaries of the Company. CDi-infrastructure, LLG,
CD! Marine Company, LLC and MRI Contract Staffing, inc. The obligations of the three Borrowers and the three guarantors {the "Loan Parties”)
are unsecured,

interest on borrowings under the facility are based on sither an “Overnight Rate,” “Sterling Overnight Rate,” “LIBOR" or a “Base Rate” (each as set
forth in the Credit Agreement), as chosen by the applicable Borrower each time it wishes to borrow funds. The “Applicable Rate” (as set forth in
the Credit Agreement) equals either (i} the Overnight Rate, Sterling Overnight Rate or LIBOR plus a number of basis points (ranging from 1.25%
to 2.00% ) or (i) the Base Rate plus a number of basis points (ranging from 0.25% to 1.00% ), in each case depending on the Company's
consolidated leverage ratio (which is the ratio of consolidated funded indebtedness to consolidated EBITDA, as defined in the Credit Agreement).
There are customary fees associated with the facility including, but not fimited to, an unused commitment fee at the rate of 0.15% to 0.2256% on
the daily amount of the Bank's unused commitment.

The Credit Agreement contains customary affirmative covenants and certain restrictive covenants which limit the Company with respect to, among
other things, creating liens on ifs assets, incurring indebtedness, making acquisitions and other investments, and disposing of assets other than in
the ordinary course of business, The Credit Agreement also contains financial covenanis which require the Company not to exceed a maximum
consolidated leverage ratio (consolidated funded indebtedness to consolidated EBITDA) of 2.5 to 1.0 and to maintain a minimum fixed charge
coverage vatio of 1.2 to 1.0 . The preceding financial covenant terms are as defined in the Credit Agreement, The Company was in compliance

with alt covenants under the Credit Agreement as of December 31, 2013.
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As of December 31, 2013, the Company had outstanding borrowings of $2.8 miliion , letters of credit outstanding of $3.1 mitlion and $59.1 million
available to borrow under the Credit Agreement. Interest was payable at rates ranging from 1.42% to 1.78% per annum for outstanding
borrowings as of December 31, 2013. As of December 31, 2013, the Company had an unsecured $0.4 million letter of credit outstanding under an
agreement with TD Bank, N.A. that expires on July 1, 2014.

7. Share-Based Compensation

On May 3, 2012, the Company's shareholders approved the CD! Corp. Amended and Restated 2004 Omnibus Stock Plan {the "Restated
Omnibus Plan™ for the benefit of employees, consultants and non-employee directors. The Restated Omnibus Plan amended and restated the
CDi Corp. 2004 Omnibus Stock Plan and eliminated prospective patticipation in the CDI Corp. Stock Purchase Plan. The Restated Omnibus Plan
provides for the grant of share-based awards including, but not limited to, stock options, stock appreciation rights, restricted stock, time-vested
deferred stock and performance-based share awards. Vesting and other terms of share-based awards are set forth in individual agreements with
the participant. The Company's share-based awards generally vest ratably over three to five years and generally expire in seven years from {he
date of grant. ‘

As of December 31, 2013, the Company was authorized fo issue 2.1 million additional shares of the Company’s common stock under the
Restated Omnibus Plan. The Company may seitle share-based awards by delivering shares of the Company's common stock that are authorized
but unissued or that are heid in treasury. When an award is granted, the number of shares of common stock subject fo such award are reserved
for issuance. Shares of Company stock tendered in payment of the exercise price or withholding taxes in respect of an award shall again be
available for issuance under the Restated Omnibus Plan. :

Stock-based compansation expense is inciuded in “Operafing and administrative expenses” in the consolidated statements of operations and
amounted to $2.8 million { $1.7 miliion , net of tax), $3.4 miltion { $2.1 miliion , net of tax) and $3.4 miilion ( $2.1 million , net of tax) for the years
‘ended December 31, 2013, 2012 and 2011, respectively.

The table below summarizes the components of stock-based compensation expense for all of the Company's stock-based plans by award type for
the indicated periods:

Year ended December 31,
2013 . 2z 2011

Stock appreciation rights 618 647 850

Totai stock-based compensation $ 2,827 % 3414 % 3,358

Time-Vested Deferred Stock {TVDS)

TVDS awards entitle each reciplent to receive a number of shares of the Company’s common stock upon vesting. The shares of TVDS generally
vest ratably over five years except for those granted to the non-employee directors and certain current members of senior management, whose
vesting periods vary from two fo five years. TVDS will generally be forfeited prior fo vesting if the holder's employment with the Company ends, or
for a certain award, If the Company's stock price on the date of vesting is below the price on the date of grant. Upon vesting, a holder of TVDS
receives the number of originally awarded shares plus additional shares of CDI common stock having a fair market value equal to the sum of the
dividends that would have been paid oh the original awarded shares during the vesting period had they been issued and outstanding throughout
the vesting period. Compensation expense for TVDS is based on the fair value of the Company's common stock on the date of grant and is
charged to earnings on a straight-line basis over the vesting period.
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The following table summarizes the Company's TVDS activity and related information for the indicated periods:

Weighted-Average

Weighted-Average Remaining
Time Vested Grant Date Contractual Life
Deferred Stock Fair Value {In Years)

Granted

Canceled

Granted

The following table summarizes for TVDS the accumulated dividend equivalent number of shares of common stock that would be issued for
outstanding TVDS using the closing market price as of the indicated dates:

December 31,
2013 2012 2011

Ciosing market price per shate $ 1853 % 1713 3 13.8%

As of December 31, 2013, fotal unrecognized compensation expense related to non-vested TVDS was $2.7 miliion , which s expected fo be
recognized over a weighted-average period of 2.5 years.

Stock Appreciation Rights (SARs)

SARs represent the right to receive, upon exercise, shares of the Company's common stock having a value equal to the difference between the
market price of the common stock and the exercise price, net of withholding taxes, as determined by the terms of the individual awards. SARs
generally vest in three to five years and expire seven years from the date of grant, The expected life of SARSs is based on the Company's historical
experience, The expected stock price volatility is based on the historical volatitity of the Company’s common sfock.

No SARs were granted in 2013. The fullowing table summarizes the range of assumptions used to estimate the fair values of SARs granted for
the indicated periods:

Year ended December 31,
2012 2011

Expected life 4.3 years 4.5 years

Expected dividend yield 3.47% 2.71-4.87%
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The following table summarizes the Company’'s SARs activity and related information for the indicated periods:

Weighted-Average

Rematining '
Weighted-Average  Contractual Life {in  Aggregate Intrinsic
SARs Exercise Price Years) Value

Canceled {136)

Outstanding as of December 31, 2011

Exercised ) {53) 11.54

of December 31, 2013 287

863

The weighted average grant date fair value of SARS granted during the years ended December 31, 2012 and 2011 was $5.20 and §4.28,
respectively. Aggregate intrinsic value represents the difference between the exercise prices of outstanding SARs and the closing price of the
Company's common stock on December 31, 2013 . The total intrinsic value of SARs exercised during the years ended December 31, 2013, 2012
and 2011 was $0.3 milfion , $0.5 million and $0.1 million , respectively. As of December 31, 2013 , fotal unrecognized compensation expense
related to non-vested SARs was $0.8 million , which is expected to be recognized over a weighted-average period of 2.3 years.

Performance-Based Share Awards

Performance-based share awards represent a number of shares of common stock to be awarded based on the achievement of certain
performance criteria and generally vest over a two to five year period from the date of grant. The fair value of a performance-based share award is
determined and the number of shares of common stock to be awarded is fixed on the date of grant. The Company periodically assesses the
probability of achievement of the performance criteria and adjusts the amount of compensation expense recognized accordingly. Compensation
sxpense is recognized over the vesting pericd and adjusted for the probability of achievement of the performance criteria.
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The following table summarizes the Company's performance-based share awards activity and related information for the indicated periods:

Weighted-Average
Performance- Welghted-Average Remaining
based Share Grant Date Contractual Life
Awards Falr Value {in Years)

Granted

Canoeled . {19) 17.36

As of December 31, 2013, total unrecognized compensation expense related o non-vested performance-based share awards was $0.8 million ,
which is expected to be recognized over a weighted-average period of 3.2 years.

Stock Purchase Plan (SPP)
On May 3, 2012, pursuant to the terms of the Restated Omnibus Plan, the SPP was terminated and any shares that were available for issuance
under the SPP as of that date with respect to new awards were made available for issuance under the Restated Omnibus Plan.

Under the terms of the SPP, designated employees and non-employee directors had the opportunity to purchase shares of the Company's
common stock on a pre-ax basis and the Company matched parficipant contributions on a one for three basis. Vesting of SPP units occurs over a
period of three to ten years as chosen by the participant. As of Becember 31, 2013, there were 32 fhousand SPP units accumulated based upon
participating employee and Company matching contributions and using a weighted-average market price of $15.19 . In addition, SPP units that
vest will receive additional shares of the Company’'s common stock in fieu of dividends deciared from the date of grant fo the date of vesting.

Stock Options ‘
Stock options are granted at a price equal to the quoted market price per share of the Company's common stock an the date of grant. Employee
stock options generally vest ratably over a five year period and expire seven years from the date of grant.

No stock options were granted in 2011. The following table summarizes the assumptions used to estimate the fair values of stock options granted
for the indicated periods:

Year ended December 31,
2013 2012

Expected life 3.9 years 4.1 years
E Sk
Expected dividend yield 3.10% 3.00%
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The following table summarizes the Company's stock option agtivity and refated information for the indicated periods:

Weighted-Average

Remaining
Welghted-Average  Contractual Life (in  Aggregate Intrinsic
Qptions Exercise Price Years) Value

Canceled

Granted

$ 375

Outstanding as of December 31, 2013 260 17.08 6.4

e —————— A A———

The weighted average grant date fair value of stock options granted during the years ended December 31, 2013 and 2012 was $5.46 and $6.18,
respeciively. At December 31, 2013, there were 27 thousand exercisable options outstanding. As of December 31, 2013, fotal unrecognized
compensation expense related o non-vested stock options was $1.2 milfion , which is expected to be recognized over a weighted-average period
of 2.7 years.

8. Basic and Dituted Earnings Per Share (EPS) Data

The foliowing table reconciles the denominator used to compute basic EPS to the denominator used to compute diluted EPS for the indicated
periods:

Year ended December 31,
2013 2012 2041

12,884 §

19,745 19,356

There were 459 thousand , 425 thousand and 728 thousand shares excluded from the computation of EPS for the years ended December 31,
2013 , 2012 and 2011, respectively, because their inclusion would have been anti-dilutive.
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9. Income Taxes

Income befare income taxes was as follows for the indicated periods:

Year ended December 31,
2013 2012 201

Income tax expense was comprised of the following for the indicated periods:

Year ended December 31,
2013 2012 2011

Federal

Foreign

Foreign

The following table reconciles income tax expense and rate based on the U.S. statutory rate to the Company's income tax expense for the

indicated periods:
Year ended December 31,

2013 2012 2011

$ % $ % $ %
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The tax effects of temporary differences that give rise to the Company’s deferred tax accounts were as follows for the indicated pericds:

December 31,
2013 2012

Acgrued compensation

d credit carryforwards

R

Less; valuation allowances

d equipment depreciation 3,127 3,560

Other ) 1,147 335

As of December 31, 2013 , the Company had state net operating loss carry forwards aggregating $93.0 million ; these losses expire ai various
dates from 2014 through 2032 .

As of December 31, 2013 , the Company had foreign tax credits of $2.1 million, which expire at various dates from 2014 through 2022 .

As of December 31, 2013 , the Company had foreign nef operating losses of $21.0 million, the majority of which can be carried forward
indefinitely.

During 2013, 2012 and 2011, the Company (released)/added ( $0.9 million ), $0.8 million and $0.6 million , respectively, fo the valuation
allowance that was set up against the Company's net foreign deferred tax assets of which $0.1 million , $0.5 million and $0.4 million , respectively,
related fo the valuation allowance set up against the Company’s net foreign deferred tax assets to fully reserve previously recorded tax benefits
generated in the UK. The valuation allowance of $1.0 million related to foreign deferred tax assets generated in Australia was released in 2013
upon the disposal of the AndersElite Australia Pty Limited business. The remaining valuation allowance Is primarily due fo cumulative losses in the
UK ope rations of the CDI AndersElite Limited business over the past seven years . A valuation allowance has been established for the state net
operating loss carry forwards and foreign tax credit carry forwards to reduce the assets to a level which, more likely than not, will be reafized.
Realization is dependent upon generating sufficient state taxable income, foreign taxable income and foreign source income, respectively, in the
appropriate jurisdictions prior to the expiration of the carry forwards. In addition, the Company has considered available tax planning strategies as
part of the establishment of the valuation allowances. The deferred tax asset considerad realizable could be reduced if estimates of these
amounts during the carry forward period are reduced.
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As of December 31, 2013 , the Company had $0.1 million of total gross unrecognized tax benefits that, if recognized, would impact the effective
tax rate. The Company expects the unrecognized tax benefits to change over the next 12 months Iif certain tax matiers ultimately settle with the
applicable taxing jurisdiction during this timeframe, or if the applicable statute of timitations lapses. A reconciliation of the beginning and ending
amount of gross unrecognized tax benefits is as follows for the indicated periods:

Year ended December 31,
2013 2012 2011

Ending balance of gross unrecognized tax benefits 85 % 588 % 1,070

The Company accounts for interest and penalties related to income tax matters in Income tax expense. Interest and penalties of $0.2 million were
accrued as of December 31, 2013 and $0.6 million of interest and penalties were reieased during 2013 . The Company files a consolidated U.S.
federal income tax retum and flles state and foreign income tax returns in various jurisdictions as required. The LS. federal tax return is open for
examination back to 2011 . State and foreign income tax retums remain open for examination back fo 2009 in major jurisdictions in which the
Company operates.

The Company has not recorded incremental deferred income taxes on the undistributed earnings of its foreign subsidiaries because it is
management’s intention to reinvest such earnings for the foreseeable future. As of December 31, 2013 , the undistributed eamings of the foreign
subsidiaries amounted to approximately $40.0 million . Upon distribution of these earnings in the form of dividends or otherwise, the Company
wauld be subject to U.S. income taxes and foreign withholding taxes, reduced by certain foreign tax credits. :

10. Commitments, Contingencies and Legal Proceedings

Lease Commitments : _

The Company leases office facilities and equipment under operating leases. The office facllities are generally used for sales, recruitment,
engineering, design, drafting and administrative functions and are under leases with various expiration dates In the future. Rent expense for
operating leases was $12.1 million , $12.3 million and $13.0 million In 2013, 2012 and 2011, respectively. Sublease proceeds were $0.4 million,
$0.2 mitlion and $0.7 million in 2013, 2012 and 2011, respectively, Future minimum annual rental payments under non-cancelable leases,
excluding expected sublease proceeds of $0.2 million and $0.1 miltion for 2014 and 2015, are as follows for the indicated periods:

Year ’ Amount

Thereafier 485
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Seif-Insurance

The Company self-funds certain losses related to workers' compensation and employee health bensfit claims. The Company maintains stop-ioss
insurance for workers' compensation and health care benefit claims that generally limits the Company's exposure fo $250 thousand and $200
thousand per incident, respectively, The Company records expense for Hs estimated claimis exposure based oh incurred claims, historical
experience and third-party insurance professionals or actuaries. The amounts accrued give consideration to the estimated undiscounted cash
payments expected fo be paid to satisty existing clakms and an allowance for incurred-but-not-reported claims. The accrual for workers'
compensation estimated claims exposure was $2.1 million and $2.0 million as of December 31, 2013 and 2012 , respectively. The Company
established its self-funded health benefits program during 2011 and had accrued $5.2 miflion and $4.0 million as of December 31, 2013 and
2012 , respectively, for its estimated claims exposure,

Contingent Eamout Liabllity

On December 20, 2010, the Company acquired substantially ali of the assets and certain liabilities of DSPCon, Inc. (DSPCon) for a purchase
price of $6.9 million . Approximately $5.6 million of the purchase price was allocated to intangible assets, including $1.7 million for client
relationships, $0.5 miliion for developed technology, $0.1 million for & trademark and $3.4 miliion for goodwill. The first of up to two contingent
purchase consideration payments occurred during 2012 in the amount of $0.4 miltion . During 2013, the Company reversed $1.8 million of
contingent purchase consideration liability through "Operating and administrative expense” in the consolidated statemnent of operations. As of
December 31, 20+ 3, the remaining contingent purchase consideration was $0.2 miflion and is expected to be paid in 2014,

Legal Proceedings and Claims ‘

The Company is subject to various legal proceedings and claims that have arizen in the ordinary course of business. The Company records a
fiability when it is both probable that a liability has been incurred and the amount of the loss can be reasonably estimated. Although management
cannot predict the timing or outcome of these matters with certainty, management does not believe that the final resolution of these matters,
individually or in the aggregate, would have a material adverse effect on the Company's consolidated financiat condition, results of operations or
cash flows.

in April 2011, the Company received a favorable ruling from the Competition Appeal Tribunat (CAT) on the Company's appeal of a fine imposed
by the United Kingdom’s Office of Fair Trading (OFT). The ruling by the CAT reduced the fine from $12.3 miltion to $2.5 mitlion . The Company
originally reserved $12.3 million for the fine in 2009 but as a result of the appeal, reversed $9.7 million of that reserve in the second quarter of
2011 through “Operating and adminisirative expenses” in the consolidated statement of operations.

11. Retirement Plan

The CDI Corporation 401(k) Saving Pan (the "Plan") is a defined contribution retirement plan maintained for the benefit of eligible employees and
qualified under section 401(k) of the Internal Revenue Code. Eiigible employees may make voluntary tax deferred contributions to the Plan and
the Company, at its discretion, may make matching contributions subject to certain limitations. Participants are fully vested in their contributions
and in the Company's matching contributions at all times exceptin certain limited instances. The Company recorded Plan expenses of $2.3
million , $2.1 million and $1.1 million for the years ended December 31, 2013, 2012 and 2011, respectively, in the consolidated statements of
operations. Plan expenses are based on a formula using a percentage of compensation or an amount determined by the Board of Directors.

12. Related Party Transactions

A member of the Company’s Board of Directors is a senior partner of a law firm that provides legal services fo the Company. Total disbursements
to the taw firm relating to these legal services aggregated $0.8 miltion , $0.3 million and $0.5 mifion in 2013 , 2012 and 2011 , respectively.

13. Joint Ventures

CDI-Pycopsa :

In 2008 , the Company formed CDI—Pycopsa Ingenierfa y Construccion, S. de R.L. de C.V. (CDI-Pycopsa), a joint venture with a Mexico-based
construction and Industrial maintenance company. In June 2008, CDI-Pycopsa began operations. The Company consolidates CDI-Pycopsa based
on the Company's controlling interest. As of December 31, 2013 , the Company had a 67% ownership interest in CDI-Pycopsa and had invested
an aggregate of approximately $0.6 million . CDI-Pycopsa had pre-tax income of $0.6 million , $1.2 million and $0.7 million for the years ended
December 31, 2013, 2012 and 2011, respectively,
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CTQ Engineering LLC (CTQ)

In December 2006 , the Company formed CTQ Engineering LLC {CTQ) with two engineering firms. Since July 2008, the Company has maintained
a 50% ownership interest in CTQ. The Company accounts for its ownership interest in CTQ under the equity method of accounting based on its
significant but non-controlling interest. The Company maintains a de minimis investment balance in CTQ.

14, Reporting Segments

The Company has the following three reporting segments:

+  Global Engineering and Technology Solutions (GETS) - GETS provides engineering and information technology solutions for its clients that
involve the production of deliverable work products or services performed at a CDI facility or at a client's facility under the supervision of CDi
personnel. These solutions typically include analysis of a client's engineering or information technology needs and the development ofa
solution that generally ranges in duration from several months to multipie years. Depending on the industry, engineering services can include
such functions as feasibility studies, technology assessment, conceptual design, cost estimating, preliminary design, execution planning,
procurement optimization, detailed design, testing and validation of regulatory comptiance, technology integration and operating and
maintenance support. Information technology services can inciude assessments, execution of business application services, web
davelopment, service-desk support, guality assurance and testing and program management. GETS provides these solutions through a
defivery model consisting of: centers of excellence, with concentrated skill sets required for larger, more complex projects; regional centers o
service local needs of clients; client-centered offices to deliver site-specific services; and near-shore centers to leverage low-cost design
TESoUrces.

+  Professional Services Staffing (P$S) - PSS provides skilled technical and professional personnel to its clients for discrete periods of time to
augment the client's workforce in times of project, seasonal, peak period or business cycle needs. These engagements can range from
several monihs fo multipie years in duration. PSS aiso provides permanent placement services. PSS provides professional staffing services
to targeted industries that include managed services and managed staffing programs, functional staffing outsourcing and business advisory
services. PSS delivers these services through a delivery model that provides global staffing delivery focused on select engineering and
technology skill sets and competencies. During 2013, 2012 and 2011, IBM accounied for approximately 18% 20% and 21% , respectively,
of the Company’s consolidated revenue. in December 2011, the Company and IBM executed a new Master Statement of Work effective as of
December 31, 2011 with a term of three years. JBM may terminate the contract with or without cause at any time and has the option to extend
the contract by an additional three years, in one -year jincrements.

.+ Management Recruiters International, Inc. (MRI} - MRl is a global franchisor that does business as MRINetwark ®and provides the use of its
trademaris, business systems and training and support services o its franchisees who engage in the search and recruitment of executive,
technical, professional and managerial personnel for employment by their clients. The MR franchisees provide permanent placement
services primarily under the brand names Management Recruiters ®, Sales Consultants ®and OfficeMates 5 ®. MR also provides training and
support, impiementation services and back-office services to enable franchisees o pursue contract staffing opportunities.

For purposes of performance measurement, the Company charges certain expenses directly attributable to the reporting segmenis and aliocates
certain other expenses and support costs. Support costs consist principally of employee benefits administration, accounting support, IT services
and shared service center costs. Operating and administrative expenses that are not directly attributable to the reporting segments are classiiied
as corporate. identifiable assets of the reporting segments exclude corporate assets. Corporate assets consist principally of all cash and cash
equivalents, all current and deferred income fax assets, and certain corporate assets not directly associated with the reporting segments including
certain property and equipment and certain prepaid expenses and other current assets and certain other non-current assets.
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Reporting segment data is presented in the following table for the indicated periods:

Year ended December 31,
2013 2012 21

$ 321,282 § 325,046 8 323,548

i

Total operating profit

i

Income before income taxes 3 20,648 8 32015 % 20,130

% |n 2013 and 2011, the Company recorded pre-tax charges of $5.7 enitlion and $8.1 milion , respeciively, to "Restructuring and other related costs” related to the
2013 and 2011 Restructuring Plans. The following table summarizes the amount of restruciuring and other related costs recognized by reporiing segment for
the indicated periods: :

Year ended December 31,
2013 2012 2011

@ 1y 2013, the Company's GETS segment recorded a $3.3 milfion benefit fo *Operating and administrative expenses" related to the seftlement of legal claims
pursued by the Company.

@ |n 2013, the Company's GETS segment recorded a $1.8 million benefit to "Operating and administrative expenses” related to the reduction of an acguisition-
related earnout liability.

102611, the Company's PSS segment recorded a $9.7 million benefit {o “Operating and administrative expenses” related to the successful legal appeal of the
UK OFT matter.

Inter-segment activity is not significant; therefore, revenue reported for each operating segment is substantially from external clients.
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Total depreciation and amortization by reporting segment is presentad in the table below for the indicated periods:

Year ended December 31,
2013 2012 2011

416 538 400

MRI
Total depreciation and amortization $ 10,346 § 10,265 $ 11,008

Reporting segment asset data is presented in the following table for the indicated periods:

December 31,
2013 2012

MR}

$ 405807 $ 400,705

Total assefs
Capital expenditure data by reporting segment is presented in the tabie below for the indicated periods:

Year ended December 31,
2013 2012 201

$ 7520 § 6,225 § 5,658

Total purchases of preperty and equipment

(other than PSS) operate primarily in the U.S. and Canada. Revenue

The Company is domiciled in the U.S. and its reporting segments
s country of domicile. Revenue and fixed assets by geographic area are

attributable to foreign countries is determined based on the client’
presented in the tables below for the indicated periods:

Year ended Becember 31,
2013 2012 2011

$ 1087858 $ 1.104,058 § 1,059,803

Total revenue
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December 31,
2013 2012

“Total property and equipment, net $ 20,528 % 22,090

15. Selected Quarterly Financial information (Unaudited)
The following is a summary of guarterly financial information for the indicated pericds:

Year Ended December 31, 2013

First Second Third Fourth
Quarter Quarter Quarter Quarter Total

206,641

rofit (-2

Net income

b

Earnings per common

Biuted § 613§ 017 § 023 8 . $

®  |n the fourth quarter of 2013, the Company recorded a $3.3 million benefit to "Operating and administraiive expenses” refated to the seftlement of legal claims

pursued by the Company.

in 2043, the Company's GETS segment recorded a $1.8 million benefit to "Operating and administrative expenses” refated to the reduction of an acquisition-
related earnout liability (by quarter: first $0.3 million , second $0.4 million , third $0.5 million and fourth $0.6 miltion .}

In the fourth quarter of 2013, the Company recorded a $5.7 mittion charge to "Restructuring and other related costs” related to the 2013 Restructuring Plan.

4l

@

Year Ended December 31, 2012

First Second Third Fourth
CQuiarter Quarter Quarter Quarter Total

Gross profit

Earnings per common share

Diluted $ 020 % 025 % 027 % 025 § 0.97
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Iteim 9, Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.

ltem 9A. Controls and Procedures

(a) Evaluation of Disclosure Confrols and Procedures

The management of the Company, under the supervision and with the participation of the Company's Chief Executive Officer and Chief Financial
Officer, has evaluated the effectiveness of the Company's disclosure conirols and procedures (as such term is defined in Ruies 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1934, as amended {the “Exchange Act’)) as of December 31, 2013 . Based on this evaluation, the
Chief Executive Officer and Chief Financial Officer have concluded that the Company's disclosure controls and procedures were effective as of
that date to provide reasonable assurance that the information required to be disclosed by the Company in this Form 10-K Report Is (i) recorded,
processed, summarized and reported within the time periods specified in the Securities and Exchange Commission rules and forms and (i)
accumulated and communicated to the Company's management, including its principal executive officer and principal financial officer, as
appropriate to allow imely decisions regarding required disclosure.

{b) Management's Report on internal Controf over Financial Reporting

Under Section 404 of the Sarbanes-Oxley Act of 2002, management is required to assess the effectiveness of the Company's internal control over
financial reporting as of the end of each fiscal year and report, based on that assessment, whether the Company's internal control over financial
reporting is effective.

The Company's management is responsible for establishing and maintaining adequate internal contrel over financial reporting. The Company's
internal control over financial reporting is a process designed to provide reasonable assurance of the reliability of its financial reporting and of the
preparation of its financial statements for exter_nal reporling purposes, in accordance with U.S, generally accepted accounting principles.

The Company’s infernal control over financial reporting includes policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect transactions and dispositions of assets; {2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with U.8. generally accepted accournting principles, and that
receipts and expenditures are being made only in accordance with the authorization of its management and directors; and (3) provide reasonable
assurance regarding the prevention or timely detection of unauthorized acquisition, use or disposition of the Company’s assets that could have a
material effect on its financial statements,

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of the effectiveness to future periads are subject to the risk that controls may become Inadequate because of changes in conditions, or
that the degree of compliance with the policies and procedures included In such controls may deteriorate.

The Company's management has assessed the effectiveness of the Company's internal control over financial reporting as of December 31, .
2013 . In making this assessment, the Company used the criteria established by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in “internal Control—Integrated Framework {1992)." These criteria are in the areas of control environment, risk assessment,
control activities, information and communication, and monitoring. The Company's assessment included extensive documenting, evaluating and
testing of the design and operating effectiveness of its internal control over financial reporting.

Based on the Company's processes and assessment, as described above, management has concluded that, as of December 31, 2013, the
Company's internal control over financial reporting was effective.

The Company's independent registered public accounting firm, KPMG LLP, has audited and issued its report on effectiveness of the Company's
internal control over financial reporting as of December 31, 2013, which is included herein. :
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{c) Changes in Internal Control

There were 1o changes In the Company's internal control over financial reporting during the Company's fourth quarter ended December 31,
2013 , that have materially affected, or are reasonably likely to materially affect, the Company's internat control over financial reporting.

(d) Report of independent Registered Public Accounting Firm
Report of independent Registered Public Accounting Firm

The Board of Directors and Shareholders
CD! Corp.:

We have audited CDI Corp.'s internal control over financial reporting as of December 31, 2013, based on criteria established in Infernal Confrol—
Integrated Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission {COS0). CDI Corp.’s
management is responsible for maintaining effoctive internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, inciuded in the accompanying Management's Report on Internal Control over Financial Reporting. Our
responsibility is to express an opinion on the Company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects. Qur audit included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of intemal control based on the assessed risk.
Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides &
reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliabiiity of financial
reporting and the preparation of financial statements for external purposes In accordance with generally accepted accounting principles. A
company's internal control over financial reporting includes those policies and procedures that {1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2} provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonabie assurance regarding prevention or timely detection of unauthorized acquisition, use, or

disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financtal reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

in our opinion, CDY Corp, maintained, in all material respects, effective internal control over financial reporting as of December 31, 2013, based
on criteria established In Internal Confrol—integrated Framework {1 992} issued by the Committee of Sponsoring Organizations of the Treadway
Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated
balance sheets of CDI Corp. as of December 31, 2013 and 2012 , and the related consolidated statements of operations, comprehensive income,
cash flows and equity for each of the years in the three-year period ended December 31, 2013, and our report dated March 6, 2014 expressed an
ungualified opinion on those consclidated financial statements.

[sf KPMG LLP

Philadelphia, Pennsylvania
March 8, 2014

Itern 98, Other Information

None.
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PART il

itemn 10, Directors, Executive Officers and Corporate Governance

Information related fo directors, executive officers and corporate governance is omitied herein as the required information wilt be included in a
definitive proxy statement to be filed with the Securiies and Exchange Commission pursuant to Regulation 14A no Jater than 120 days after the
close of the Company's fiscal year.

The Company has adopted a Code of Conduct that applies to all of the Company’s empioyees, including its principal executive officer, principal
financial officer, principal accounting officer or controller, or persons performing similar functions. This Code of Conduct is available on the
Company's website at www.cdicorp.com , or may be obtained free of charge by making a written request addressed to the Company's Vice
President of investor Relations. The Company will disclose on its website amendments to, and, if any are granted, waivers of, its Code of Conduct
for its principal executive officer, principal financial officer, principal accounting officer or controller, or persons petforming similar functions.

item 11. Executive Compensation

tnformation related to executive compensation is omitted herein as the required information will be included in a dafinitive proxy statement to be
filed with the Securities and Exchange Commission pursuant to Regulation 14A no later than 120 days after the close of the Company's fiscal
year.

ltem 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholders Matters

Information related to security ownership of certain beneficial owners and management and related stockholders matters is omitted herein as the
required information will be included in a definitive proxy statement to be fited with the Securities and Exchange Commission pursuant to
Regulation 14A no later than 120 days after the close of the Company's fiscal year.

Equity Compensation Plan Information

The following tabie provides information as of December 31, 2013 regarding shares of the Company's common stock that may be issued under
the CD! Corp. Amended and Restated 2004 Omnibus Stock Plan (the "Restated Omnibus Plan). The Restated Omnibus Plan amended and
restated the CD! Corp. 2004 Omnibus Stock Plan and efiminated prospective participation in the CDI Corp. Stock Purchase Plan. See Nole 7 -
Stock-Based Compensation, in the notes fo the consolidated financial statements included in Item 8 of this Form 10-K Report, for further
information related to these equity compensation plans,

Number of securilies
remalning available for future
Number of securities o be Weighted-average lssuance under equity
issued upon exerclse of exercise price of compensaiion pians
outstanding options, outstanding options, (excluding securitles reflecied
{in thousands, except per share amounts) warrants and rights warrants and rights in cofumn A}
A B c

@ A of December 31, 2013, 108 thousand shares would have been issuable to participants upon exerclse of Stock Apprectation Rights {SARs) under the
Restated Omnibus Plan. Holders of SARs tan, upon vesting, receive shares of CDI common slock having a value equai fo any appreciation in the market price
of the stock on the date of exercise over the market price on the date of grant. Based on the market price of CDI commen siock on December 31, 2013 of
$18.53 , the market price exceeded the exercise price for 207 thousand of the 493 thousand SARs cutstanding as of December 31, 2013 under the Restated
Omnibus Plan. The weighted-average appreciation of these SARs was $6.73 .

As of December 31, 2013, 260 thousand shares would have heen issuable to participants upon exercise of Stock Oplicns under the Restated Omnibus Plan.
Employee stock options generally vest ratably over a five year period and expire seven years from the date of grant.

As of December 31, 2013 , 379 thousand shares of Time-Vested Deferred Stock (TVDS) were oulstanding and held by various empioyess and directors, Fer
most employees, the shares of TVDS generally vest ratably over five years and will generally be forfeited prior fo vesting If the holder's employment with the
Company ends prior to the applicable vesting date. For directors, the shares of TVDS vest on the third anniversary of the date of grant.
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As of December 31, 2013 , 42 thousand shares of performance-based share awards were outstanding under the Restated Omnibus Plan, vesting at varlous
times over the course of the next two to five years if the applicable performance goals are mel. The fair value of a performance-based share award is
defermined and the number of shares of common stock fo be awarded is fixed on the date of grant.

As of Dacember 31, 2043 , 32 thousand SPP units outstanding. Upon vesting, the holders are entitled to recelve an equal number of shares of CD! common
stock under the Restaled Omnibus Plan.

®  The weighled-average exercise price relates to outstanding SARs and Stock Options, Not included in the calculation of the weighted-average exercise price
were shares of CDI common sfock issuable under the Stock Purchase Plan, sharas of TVDS and shares of performance-based share awards.

ttem 13. Certain Relationships and Related Transactions, and Director Independence

Information related to certain relationships and related transactions and director independence is omitted herein as the required information will be
included in a definitive proxy statement to be filed with the Securities and Exchange Commission pursuant to Regulation 14A no later than 120
days after the close of the Company's fiscal year.

item 14. Principal Accountant Fees and Services

Information related to principal accountant fees and services is omitted herein as the required information will be included in a definifive proxy

siatement to be filed with the Securities and Exchange Commission pursuant to Regulation 14A no later than 120 days after the close of the
Company's fiscal year,

64




Table of Contents

PART V.

ltem 15.  Exhibits, Financial Statement Schedules

Documents filed as part of this report on Form 10-K:

(a) Financia

! Statements:

The consolidated balance sheets of the Registrant as of December 31, 2013 and 2012 , the related consolidated statements of operations,
comprehensive income, cash flows and equity for each of the years ended Decemnber 31, 2013, 2012 and 2011, the footnotes thereto, and
the reports of KPMG LLP, independent registered public accounting firm, are filed herewith.

{by Financial Statement Schedules:

Al schedules have been omitted because they are not applicable or the required information is included in the consolidated financial
statements or notes thereto.

(¢} Exhibits:
Ingorporated by Reference
Filed
Exhibit No.  Exhibit Description Farm SEC File No. Exhibit Filing Date Herewith
3.1 Articles of Incorporation of the Registrant, as amended effective 10-K 001-05519 3.1 3/712008
December 11, 2007 . :
3.2 Bylaws of the Registrant, as amended effective December 11, 2607 10-K 001-05519 3.2 31712008
10.4 Credit Agreement dated November 30, 2012 among Bank of 8K 001-05519 10,1 12/4/2012
America, N.A. (along with certain other lenders) and the Registrant
{along with certain of its subsidiaties}
10.2* CBI Corp. Amended and Restated 2004 Omnibus Stack Plan Det. Proxy 001-05518 Appendix A 4/4/2012
Simt. (14A}
10.3* CDI Corp. Stock Purchase Pian for Management Employees and 10-Q 001-05519 1.3 8/6/2011%
non-Employee Directors, as amendad and restated effective May 17,
2011
10.4% DI Corpuration Deferred Compensation Plan 10-K 001-05518 — 3/31/2005
16.5* Executive Severance Program applicable {o execulive officers of the - 16-K 0014-05519 10.12 341172008
Registrant
10.6* Executive Stock Purchase Opportunity Program approved by the 8K 001-05518 10.1 311512006
Board of Directors of the Registrant on March 9, 2006
0.7 Form of Stock Appreciation Rights Agreement 8-K 00105519 10.1 6/6/2005
10.8* Eorm of Stock Appreciation Rights Agreement &K 001-05519 0.1 6/30/2006
10.9* Form of Time-Vested Stock Agreement 8-K 001-05519 10.2 6/30/20086
10.10* Changes to the Directors' Compensation Arrangements, approvet by 10-Q 004-05519 10 8/3/2007
the Board of Directors on June 11, 2007 and eflective on July 18,
2007
10.11*% Form of Director's Time-Vesied Deferred Stock Award 10-Q 001-05519 10.2 11/7i2007
10.12% Employment Agreement between CDI Corporation and Belan D, Short 10-Q 001-05519 10.2 8/6/2009
effective March 16, 2009, and offer letter dated February 11, 2008
from CTH Corporation to Brian D. Short .
10.13 Policy on Cash Bonus Awards and Equity Awards “Clawback” 10-K 001-055%9 10.37 3/2/2010
10.14*% Form of Stock Appreciation Rights Agreement for 2010 grants 10-Q 001-05519 10.1 11/8/2010
10,15% Form of Time-Vested Deferred Stock Agreement for 2010 awards 10-Q 001-05519 10.2 11/6/2010
16.16% Form of Performance-Contingent Deferred Stock Agreement for 10-Q 001-056519 10.3 11/5/2010
2010 awards
1047 Employment Agreement dated January 10, 2011 between the 8-K 001-05518 101 114,201

Reglstrant and Paulett Eberhart
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Fited
Exhibit No.  Exhibit Description Form SEC Fite No. Exhibit Filing Date Herewith
10.18% 2011 CEO Cash Bonus Plan Def. Proxy 004-05518 Appendix A 4119/2011%
‘ Simt. {14A)
15.19* Employment and Gonsulting Agreement dated as of February 15, 10-Q 001-05518 10.1 81572011
2009 between CDi Corporation and Robert J, Giorgio. and
Amendment to Employment Agreement between COI Corporation
and Robert J. Giorglo effective as of December 16, 2010
18.20* Offer letier dated May 18, 2011 and Employment Agreement dated 10-Q 00405519 10.2 8/5/2011
May 31, 2011 between CDI Corporation and Phillip L. Clark
10.21* Offer Letter dated August 15, 2011 from CDI Corporation to Robert 8-K 001.05518 101 8/31/2011
M. Larney
10.22* Employrment Agreement effeciive August 30, 2011 between Col 8K 001-05519 10.2 83172011
Corporation and Robert M. Larney
10.23* Eorm of Non-Qualified Cption Agreement for 2012 awards to 8-K 0014-05519 10.1 111712012
executive officers
10.24* Form of Performance Shares Agreement for 2042 awards to 8-K 001-05519 10.2 11712012
executive officers
10.25% Eorm of 2012 Executive Incentive Program Qverview distributed to 10-Q 001-05519 10.4 1013172012
execuiive officers
10.26* Second Amendment to Employment Agreement between CDI 10-K 601-05518 10.33 3/1/2013
Corporation and Robert J. Giorgio dated December 31,2012
10.27 Technical Services Agreement dated as of July 24, 2009 betwesn 10-K 001-05519 10.34 3172013
CD Corporation and International Business Machines Corporation
10.28 Predominant Supplier Attachment 1o the Technical Services 10-Q 001-05519 10.3 8/8/2008
Staternent of Work between CDi Corporation and International
Business Machines Corporation sffective as of July 1, 2008
10.28 Master Statement of Work between CD! Corporation and 8-K 00108519 10.1 1272212011
International Business Machines Corporation effective as of
December 31, 2011
10.30* Offer Letter dated December 1, 2011 from CDi Corporation to Stuart 10-Q 001-05519 10.1 8/2/2013
Batchelor
10.31* Service Agreement dated December 3, 2011 between CDE 10-Q 001-05519 10.2 8/2/2013
AndersElite Limiled and Stuart Batchelor '
10.32* Letter agreement dated February 28, 2013 between CDI Corporation 10-Q D01-D5519 0.3 8212013
and Stuart Batchelor, amending the Service Agreement with Stuart
Baichelor
15,33* Offer Letter dated July 23, 2013 from CDI Corporation to William J, 10-Q 001-05518 10.1 1114/2013
Wasilewski
10.34* Employment Agreement between CDi Corporation and Wikiiam J. 10-Q 001-05519 10.2 117472013
Wasitewski effective August 19, 2013
10.35* Third Amendment to Employment and Consuilting Agreement 10-Q 001-05519 103 111/2013
between CD Corporation and Robert J. Glorgie executed on
September 12, 2013
10.36* Eorm of 2013 Executive Incentive Program Overview distributed to 10-Q 001-05518 10.4 111172013
executive officers
21 Subsidiaries of the Registrant X
23 Consent of Independent Registered Public Accounting Firm X
31.1 . Certification of Chief Executive Dfficer Pursuant to Section 302 of the X
Sarbanes-Oxley Act of 2002
31.2 Cetlification of Chief Firancial Officer Pursuant to Section 302 of X
Sarbanes-Oxiey Act of 2002
32 Certification of Chief Executive Officer and CGhief Financial Officer X

Pursuant to 18 U.5.C. Section 1350, as Adopled Pursuant o Section
906 of the Sarbanes-Oxley Act of 2002
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Filed

Exhibit No.  Exhibit Description ] ’ Form SEC File No. Exhibit Filing Date Herewith
101**

{101.INS) XBRL instance Document

{101.8CH) XBRL Taxonomy Exiension Schema Document

{101.CAL) XBRL Taxonomy Extension Catoulation Linkbase Document

(101.DEF} XBRL Taxonomy Extension Definition Linkbase Document

{101.L.AB) XBRE Taxonomy Extensicn Label Linkbase Document

(101.PRE) XBRL Taxenomy Extension Presentation Linkbase Document

* *

Constitutes a management coniract or compensatory plan or arrangement.

Pursuant to Regulation S-T, these interactive data files are deemed not filed or incorporated in any registration statement or prospecius for purposes of

Sections 11 o 12 of the Securlfies Act of 1933 or Section 18 of the Securities Exchange Act of 1934 and otherwise are not subject to lizbility under those
sections.
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SIGNATURES

Pursuant to the requirements of Séction 13 or 15(d) of tﬁe Securities Exchange Act of 1934, the Registrant has duly caused this report fo be
signed on its behalf by the undersigned, thereunto duly authorized,

CDi Corp.
Date: March 6, 2014 By: /s/ Robert M. Larney

Robert M. Larney
Executive Vice President and
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

By: /s H. Paulett Eberhart By: fsf Anna M. Seal By: fs/ Lawrence C. Karlson
H. Paulett Eberhart Anna M. Seal Lawrence C. Karison
President, Chief Director Direcior

Executive Officer and Director Date:  March 6, 2014 Date:  March 6, 2014
{Principal Executive Officer) ‘
Date:  March 8, 2014

By: s/ Robert M. Larney ' By: fs/ Michael J. Emmi By: s/ Ronald J. Kozich

Robert M. Larnay Michael J. Emmi Ronald J. Kozich
Executive Vice President Director Director
and Chief Financial Officer Date:  March 8, 2014 Date:  March §, 2014

(Principal Financial Officer)
Date:  March 6, 2014

By: Isf Thomas M. Walsh By: Jsf Walter R, Garrison By: /s! Barton J. Winokur
Thomas M. Walsh ' Walter R. Garrison Barton J. Winokur
"Chief Accounting Officer Director Director
{Principal Accounting Officer) Date:  March 6, 2014 Date: March 6, 2014

Date: March 6, 2014

By: fs! Albert E. Smith
Albert E. Smith
Director

Date: March 6, 2014
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SUBSEDIAREES‘OF THE REGISTRANT

The following are subsidiaries of the Registrant as of December 31, 2013 and the jurisdiction in which each is organized. Each of the subsidiaries
generally conducts its business using the names indicated except as separately set forth herein, Certain subsidiaries are not listed. These omitied

subsidiaries individually and in the aggregate do not constitute a significant subsidiary.

Subsidiary

Exhibit 21

State or Country of
Organization

Subsidiary of the Registrant:
CDI Corporation
Subsidiaries of CDI Corporation:
CDl-Aerospace, LLC (a)
CDI AndersElite Limited
CDj Architects, nc.
CoOi Business Solutions GmbH
DI Caribe Operations LLC
CD1 Marine Company, LLC
C.D.1. Professionat Setvices Group, 5. de R.L. de C.V. (b)
CDI Professicnat Services, Lid.
CTQ Engineering, LLC*
Management Recruiters International, Inc. {&)
Mapiehill Corporation
CDEM&T Company, LLC {d)
Subsidiaries of CDE AndersElite Limited:
CDt Gontracior Servicés Limited
Subsidiaries of Management Recruiters International, Inc.:
Brownshili LLC
COknfrastructure, 1LC (e)
Franchise Services of Ohio, Inc.
MRI Contract Staffing, Inc.
Subsidiaries of Brownshill LLC:
Birownshill Holdings Limited
Browns Canyon L1LC
Subsidiary of Brownshill Holdings Limited:
MRIWW Franchise Services Ltd.
Subsidiary of Maplehill Corporation:
Asset Computer Personnet Gorporation
Subsidiaty of C.D.L Professional Services Group, S.deR.L.de C.V.
Cbi—Pycopsa Ingenieria Y Construccion, S.deRL.de C.V.*
Subsidiary of MRI Contract Staffing, Inc.:

Access Point, LLC

Not a wholly-owned subsidiary.

®  opl-Aerospace, LLC also conducts its business using the name DSPCon.

{v)

®  Management Recruiters International, Inc. also conducts its business using {or grants to franchisees the right to use) the following names: MRI, MRINetwork,

G.D.1. Professional Services Group, S, de RL. de C.V. also conducs its business using the name CDL

Pennsylvania

Delaware
United Kingdom
Detaware
Germany
Puetto Rico
Florida
Mexico
Canada
Delaware
Detaware
Delaware

Pennsyivahia
United Kingdom
Detaware
Delaware
Delaware

Ohio

Uniled Kingdom

Delaware

United Kingdom

Canada

Mexico

Delaware



MRI1 Worldwide, Sales Consultantsand Office Mates 5.
@ eDI Marine Company, LLC and CDI-M&T Company, LLC also conduct their business using the name CDI Government Services.

®  oplnfrastructure, LLGC alse conducts ifs business using the name L.R. Kimball.



Exhibit 23

Consent of Independent Registered Public Accounting Firm

The Board of Directors
CBbi Corp.:

We consent to the incorporation by reference in the registration statements on Form S-8 (Nos. 333-123888 and 333-186763) and on Form S-3
(No. 333-112752) of CDI Corp. of our reports dated March 6, 2014 , with respect to the consolidated balance sheets of CDI Corp. and subsidiaries
as of December 31, 2013 and 2012, and the relaied consolidated statements of operations, comprehensive income, cash flows and equity for
each of the years in the three-year period ended December 31, 2043 , and the effectiveness of internal control over financial reporting as of
Decerber 31, 2013 , which reports appear in the December 31, 2043 annual report on Form 10-K of CDI Corp.

fs/ KPMG LLP

Philadelphia, Pennsyivania
March 6, 2014



Exhibit 31.1

CERTIFICATION

|, H. Paulett Eberhart, certify that:

1.

2.

| have reviewed this annual report on Form 10-K of CDI Corp.;

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

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

The registrant’s other certifying officer and i are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15{e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-1 5(f) and
15d-15(0) for the registrant and have:

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

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

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

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

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of intermal controf over financial reporting, to
the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions).

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

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's interna!
control over financial reporting.

Date: March 6, 2014 - By: fs/ H. Paulett Eberhart

H. Paulett Eberhart
President and Chief Executive Officer
{Principa! Executive Officer)



Exhibit 31.2

CERTIFICATION

I, Robert M. Larhey, certify that:

1.

2.

! have reviewed this annual report on Form 10-K of CD1 Corp.;

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

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

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 18d-15(e}) and internal controt over financial reporting (as defined in Exchange Act Rules 13a-1 5(f) and
15d-15(f)} for the registrant and have:

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

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

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

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

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

a) all significant deficiencies and material weaknesses in the design or operation of internai control over financial reparting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

bY any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
controt over financial reporting.

Date:  March 6, 2014 ' By: /s/ Robert M. Lamey

Robert M. Larney

Executive Vice President and
Chief Financial Officer
{Principat Financial Officer)



Exhibit 32

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

I connection with the Annual Report on Form 10-K of CDI Corp. (the “Company”) for the year ended December 31, 2013 as filed with the
Securities ang Exchange Commigsion on the date hereof (the “Report"), the undersigned Chief Execuiive Officer and Chief Financial Officer of the
Company each hereby cerfify, pursuant to 18 U.8.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002 that, o their
knowledge: 1) the Report fully complies with the requirements of Section 13(a} or 15(d) of the Securities Exchange Act of 1934, and 2) the
information contained in the Report fairly presents, in alt material respects, the financiat condition and results of operations of the Company as of
and for the periods covered in the Report.

Date: March 6, 2014 By: /s/ H.Pauleit Eberhart
’ H. Pauleit Eberhart
President and Chief Executive Officer
(Principal Executive Officer)

Date: March 8, 2014 By: /s/ Robert M. Larmey
Robert M. Larney
Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

A signed original of this written statement required by Section 806 has been provided to CDI Corp. and wiil be retained by CDI Corp. and
furnished to the Securities and Exchange Commission or its staff upon request.



GUARANTEE OF PERFORMANCE

For value received, CDI Corp, a Pennsylvania corporation (the
"Guarantor™), located at 1717 Arch Sireef, 35% Fioor, Philadelphia, Pennsylvania
19103, absolutely and unconditionally guarantees to assume the duties and
obligations of Management Recruiters International, Inc. located at 1717 Arch
Street, 36" Floor, Philadeiphia, Pennsylvania 19103 (the "Franchisor") under its
franchise registration in each state where the franchise is registered, and under
its Franchise Agreement identified in its 2013 Franchise Disclosure Document as
it may be amended and as that Franchise Agreement may be entered into with
franchisees and amended, modified or extended from time to time. This
guarantee continues until all such obligations of the Franchisor under its
franchise registrations and the Franchise Agreement are satisfied or until the
liability of Franchisor to its franchisees under the Franchise Agresment has been
completely discharged, whichever first ocours.  The Guarantor is not discharged
from liabliity'if a claim by franchisee against the Franchisor remains outstanding.
Notice of acceptance is waived. The Guarantor does not waive receipt of notice
of default on the part of the Franchisor. This guarantee is binding on the
Guarantor and its successors and assigns. '

The Guarantor signs this guarantee at Philadelphia, Pennsylvania on the

2SS  dayof JNA%L F . 2013

GUARANTOR!:
CD! CORP.

By: W

Name:Robert LM
Title: Chief Financial Officer




EXHIBIT C

MANAGEMENT RECRUITERS (or SALES CONSULTANTS)
FRANCHISE AGREEMENT

This Agreement is entered into as of , (the (Effective Date™) at Philadelphia,
Pennsylvania, by and among MANAGEMENT RECRUITERS INTERNATIONAL, INC,, a Delaware
corporation (“MRI”) and (“INDIVIDUAL FRANCHISEE”) or (“FRANCHISEE”).

RECITALS

A. MRI is the owner of several federally registered service marks, including "Management
Recruiters”, "MR[“Sales Consultants™], "MR" [or “SC”] "MRI", "MRINetwork", "Accelerated
Recruitment" and "Building the Heart of Business” and various other marks developed from time to time
(the " Marks").

B. MRI has developed a system, methods, and materials, for the operation of a management
level and general personnel placement service and related activities and has established a reputation,
demand and good will for suehthese services under the Management Recruiters Marks and the Non-
exclusive Marks.

C. FRANCHISEE wants MRI to grant FRANCHISEE a license to use the Marks and
FRANCHISEE a franchise for the operation of the personnel placement services described in this
Agreement under the Management Recruiters Marks and the Non-exclusive Marks, including the use of
the system, methods and materials developed by MRIL

AGREEMENTS

The parties agree as follows:
1. GRANT AND LIMITATIONS

1.1. MRI grants to FRANCHISEE the right to use the Management Recruiters Marks, under the
name “Management Recruiters ” (the “Brand Name™), and the Marks and MRI
grants to FRANCHISEE a non-exclusive franchise to operate one personnel placement service office
under the Brand Name to be situated by FRANCHISEE at the following location (the “Location™):

1.2. FRANCHISEE may use an additional name of FRANCHISEE’s choosing which does not
incorporate any of MRF-MRI marks (the “Private Brand Name™), provided that MRI has first approved
the Private Brand Name in writing. The approval of the Private Brand Name shall be within estMRI's
business judgment. FRANCHISEE shall use the Marks, and the Private Brand in such manner and under
such circumstances as MRI may determine from time to time. Such determination may be set forth in a
manual published by MRI in written or electronic form. MRI may modify, withdraw, or designate
substitutes for any or all of theits Marks upon six months advance notice, which period may include a
transition period. It shall be FRANCHISEE’s sole responsibility to determine whether the Private Brand
infringes on the rights of any third party. MRI approves FRANCHISEE's use of © i
as FRANCHISEE’s Private Brand Name. FRANCHISEE may not license its Private Brand to any other
franchisees or to any other independent recruiters or recruiting and staffing companies during the term of
this Agreement. FRANCHISEE’s Private Brand may only be used if it is approved by MRI’s Marketing
Department and formatted into MRI’s logos, designs and current branding elements. If FRANCHISEE
operates a pre-existing staffing and recruiting business under an established Private Brand as of the date
of this Agreement—J¥£ and if approved by MRI, FRANCHISEE may continue to operate under its

| Forme
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established Private Brand unless MRI provides FRANCHISEE with a preformatted website as part of the
purchase.

1.3. MRI may establish or grant any other person a license or franchise to establish any personnel
placement service office under the Marks at or near ERANGHISEE'SFRANCHISEE’s Location during
the term of this Agreement. FRANCHISEE has no exclusive or protected area. Nothing in this
Agreement shall prohibit MR e-or any of theirits other franchisees or licensees from doing business with
a client at the Location_or from an office located outside the Location, nor shall FRANCHISEE be
prohibited from doing business with clients or candidates outside the Location.

1.54. MRI grants to FRANCHISEE the right to utilize the system and methods to be disclosed to
FRANCHISEE through instruction programs, manuals, DVDs, CDs, online computer programs, and
other materials and programs in the operation of FRANCHISEE's office at the Location. FRANCHISEE
shall use sueh these materials, methods, and know-how and any other information furnished by MRI only
in the operation of FRANCHISEE's offices that are licensed under this Agreement. FRANCHISEE shall
not permit them to be used in any other operation or for any other purpose. FRANCHISEE's right to use
suehthese materials, methods, and know-how is nonexclusive.

IF YOU SIGN A SALES CONSULTANTS FRANCHISE AGREEMENT, THE FOLLOWING
LANGUAGE WILL BE ADDED:

[1.5. FRANCHISEE’s office shall only recruit and place sales. sales management and

marketing personnel].
2. PAYMENTS TO MR}

2.1. FRANCHISEE shall pay to MRI an mmal franchlse fee of Seveﬁ%y-SﬁeS;xtyane Thousand
DO]I&I’S ($57-665 000 Oo%ﬂw—ﬁfsﬁm%&maeimaw}—is—éu&aﬂé—)mpayable befere—New@fﬁee

$20,000) down payment and in a promzssory note—wh«:eh payable in 8 egual quarterly installments that
begin the 13™ month after the date of the Franchise Agreement. The Promissory Note is incorporated into

and made part of this Agreement. Payments are due on the 10" every three months until paid in full.

2.2. FRANCHISEE shall pay to MRI, for the benefit of MRI, at suelthe place-as MRI may
designatedesignates at any time, until the expiration of this Agreement pursuant to Section 12 and
thereafter as provided in Subsection 13.1.6, the following:

2.2.1. aroyalty fee equal to Nine Percent (9%) of Net Cash-In. When
FRANCHISEE achieves the Net Cash-In targets listed below, and subject to the conditions
described below, MRI will refund, if earned, a portion of the royalty fee to ]FRANCI—IISEEl in the
following quarter if Franchisee is in full compliance with this Agreement. This refund will
reduce the royalty rate as follows:

Seven Percent (7%) on Net Cash-In from $500,001 to $1,000,000 via a 2% refund;
Five Percent (5%) on Net Cash-In from $1,000,001 to $2,000,000 via a 4% refund; and
Three Percent (3%) on Net Cash-In that exceeds $2,000,000 via a 6% refund.

The Net Cash-In targets are applied annually and not over the term of the Franchise Agreement.
For purposes of the royalty refund, the following are not considered Net Cash-In: a) Net Cash

paid to you under the MRI Contract Staffing program or any other staffing programs; or, b) Net
Cash-In earned during any period in which yeu-areFRANCHISEE is in default of the Franchise (Forma
Agreement. The refund is paid in the following quarter. The Net Cash-In targets will be adjusted @:

C
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annually to reflect changes in the Consumer Price Index (CPI-U) for November of the current
year compared to the Consumer Price Index for November 2009.

2.2.2. amarketing and public relations fee equal to one-half percent (0.5%) of
FRANCHISEE's Net Cash-In.

2.3. If FRANCHISEE is thirty or more days in arrears in the payment of required fees or the
| filing of any required reports, MRI shaH-havehas the absolute right without notice, to eeasestop providing
or making available any or all services and benefits to FRANCHISEE until FRANCHISEE is current in
the payment of fees and the filing of reports and has cured all such other defaults. MRI’s doing so shail
not diminish FRANCHISEE’s continuing obligations under this Agreement or constitute an actual or
constructive termination of this Agreement:, or breach of this Agreement.

2.4, FRANCHISEE shall deliver to MRI all suehthe reports and records relating to the prior
calendar month as MRI may reasonably require, on forms and/or in the manner designated by MRI, which
may be on paper and/or on reports to be filed electronically on the detabase{s)reporting platform specified
by MRI from time to time. FheCompleting the reporting platform will automatically compile the
following reports-may-inchade-an; Income and Expense Report, a Monthly Summary of Net Cash-In and
Billing Information, a Monthly Transmittal of Sales Invoices Issued{accempanied-by-copies-of-the
inveicesreferred-to-in-Subseetion4:7);, Amual Profit and Loss statement, client data, a Monthly
Statement of Fees Collected (Cash Receipts Journal), a Monthly Listing of Invoice Adjustments Issued
and Split Fees and Refunds Paid (accompanied by copies of the checks issued by the FRANCHISEE in
payment of split fees and refunds pa;d) an Invoice Cancellatton or Adjustment a Month]y Deposrt and
the Reconciliation Report-a ; -8 8

speeified-by. MRI ﬁaa—&me«t&ﬁme—may reguest paper copies of the sug;gomng documentatmn The
requlred reports shail be dehvered to MRI no iater than the 10th day of each caiendar month—e*eeial—f(—:ac

eaeh«eaieﬁdai—meﬂ%h——&:teh Th;s mformatlon may be utllazed by MRI for saehthe purposes and in
suehthe manner as MRI may determine will benefit the MR organization generally, including marketing,
compensation studies, and other analyses.

2.5. “Net Cash-In” is defined for purposes of this Agreement as all receipts from
FRANCHISEE's staffing and related services business, including, but not limited to, receipts from the
performance of placement, recruiting, and management consulting services, and any other similar
staffing, training, human resource, or other business in which FRANCHISEE or MRI or its subsidiaries is
presently or subsequently engaged, less only any refunds and split fees paid to any other staffing service
and sales and use taxes collected by FRANCHISEE for payment to the relevant taxing authority. “Net
Cash-In" also includes all receipts of FRANCHISEE and any affiliate of FRANCHISEE from any such
business and any other business in which FRANCHISEE may engage in violation of any obligation
contained in this Agreement.

2.6. Payment of fees shall be made on a daibymonthly basis_on the 10" of the following month,
unless otherwise specified abovefrom time to time, utilizing suehthe methods and procedures for
electronic or other funds transfer and related electronic reporting as MRI may designate from time to
time.

2.7. Prior to beginning business under this Agreement, FRANCHISEE shall establish and shall
| thereafter-continuously maintain an account for the transfer of-sueh fees to MRI. FRANCHISEE shall
give its commercial bank instructions in a form provided or approved by MRI and shall obtain the bank's
[ agreement to follow suehthese instructions. FRANCHISEE shall provide MRI1 with copies of suehthese
instructions and agreement. The bank's agreement may not be withdrawn or modified without the prior
written approval of MRI, which approval shall be within the business judgment of MRI. FRANCHISEE
shall also execute such other forms relating to funds transfer as MRI may request from time to time.
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2.8. MRI may require FRANCHISEE's bank to send a monthly statement of all activity in the
| designated account to MRY's controller at the same time as it sends suehthese statements to
FRANCHISEE, and such other reports of the activity in the designated account as MRI may reasonably
determine.

2.9. FRANCHISEE shall deposit all receipts of the FRANCHISEE’s business in the designated
account.

2.10, If FRANCHISEE maintains any other accounts of any type for FRANCHISEE’S business,
FRANCHISEE shall identify suehthese accounts to MRI and provide to MRI copies of the monthly
statements for all such accounts and the details of all deposits to them.

] 2.11. The procedures established by MRI shall include a method for repayment or credit to «== | Forme
FRANCHISEE of any overpayment of fees, whether resulting from the payment of refunds or split fees,
or other causes.

2 13~FRANCHISEE shall pay the charges imposed by FRANCHISEE's bank and MRI shall pay
the charges imposed by MRI's bank relating to the funds transfer program.

2 +4—Commeneinz]3. Beginning on the first30" day efthe-menth-following the-month-in

whiehafter any royalty or marketing and public relations fee payment is due, interest shall accrue on any
unpaid balance at the rate of eighteen percent (18%) per year (or such lesser rate as may be the highest
rate permitted under applicable law for transactions of this type). In addition, FRANCHISEE shall
reimburse MRI for all costs and expenses, including reasonable attorney's fees, incurred in the collection
and determination of amounts due hereunder.

24514, To the extent MRI provides FRANCHISEE with any services or products not covered by
this Agreement, MRI may determine the fees to be paid by FRANCHISEE for such-services or products,
subject to the right of FRANCHISEE to choose not to receive them.

! 2.4615. FRANCHISEE authorizes MRI to obtain a credit report on FRANCHISEE at any time
during the term of this Agreement, and after its expiration or termination if FRANCHISEE owes money
to MRI on the date of expiration or termination.

3. OBLIGATIONS OF MRI

3.1. MRI shall advise and/or instruct FRANCHISEE in each of the following during the
instruction programs to be provided to FRANCHISEE-pursuant-te-this-Seetion:

3.1.1. Securing of suitable office space;
3.1.2. Design and layout of the office;
3.1.3. Selection of a telephone system, office furniture, and equipment;

3.1.4. Establishment of procedures, general day-to-day operational techniques, and use
of the search and recruiting software system;

3.1.5. Establishment of marketing and public relations;
3.1.6. Establishment of accounting and collection procedures;

3.1.7. Training of account executives and project coordinators; .| Forms
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3.1.8. Recruiting of candidates; and
3.1.9. Obtaining job orders and search assignments; and

3.1.10. Research support and consultation on FRANCHISEE s initial office
specialization.

3.2. MRI shall furnish to FRANCHISEE the following:

3.2.1. A source for ordering operating forms and materials on line;

3.2.2. MRI’s training program materials and manuals;

3.2.3. A six week instruction program, New Office Development (NOD) that will
familiarize FRANCHISEE with methods, procedures and practices for the operation of a
management level and general personnel placement service. The first-fourinitial weeks of NOD
are conducted remotely. AThe classroom portion of tie-nstreetion-program; NOD totaling
aboutone to two weeks ~will be conducted in Philadelphia, Pennsylvania, or at sueh-etheranother
place designated by MRI. You must attend the entire NOD training._The NOD program may be
condensed or accelerated if FRANCHISEE bas a proven track record of success in the staffing
and recruiting business. FRANCHISEE will pay for FRANCHISEE's food, lodging and
transportation at all programs not conducted at FRANCHISEE's office.

3.2.4. Continuing advice, guidance, training, and assistance through international,
national and regional meetings, seminars, courses, and communication through a variety of

_.3.2.5.A computer system consisting of the following;

3251, Computer hardware, consisting of one notebook computer with a
i fation and external monitor; and one all-in-one scanner/copier/f; i

3.2 5.2, A one-person. one-year usage agreement for an ASP version of recruiting
and staffing software;

3.2.5.3,.A 6-hour support contract for the notebook computer for the first year.

3.2 6. Staffing and recruiting resources consisting of the following;

3.2.6.1. A one-year subscription 1o a client and candidate sourcing platform to
build an Internet database of candidate and clients records;

3.2.6.2. A one-year website package that is pre-formatted with the MRI logos,
designs and branding elements and hosted e-mail:

3.2.6.3. A one-vear subscription to one or more job boards selected by MRI;

3.2.6.4. The registration fees for the first Global Conference and for one training

event:

3.2.6.5. A one-vear a subscription to a video interviewing platform. or a one-
year subscription to another sourcing tool; and

3.2.6.6. A system providing for the interchange of candidates and job orders
between FRANCHISEE and other MRI offices, subject to the right of any office (including
FRANCHISEEFRANCHISEE's) to refuse to make referrals to or to receive referrals from any
other office. FRANCHISEE shall have the right to make and accept referrals from businesses that
are not franehises-o£MRI franchisees,

“
=}
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.. MRImay change vendors or systems if it in its sole discretion, determines that alternate .| Forms
vendors, products or systems are better suited to support the MRINetwork.

3.3. All training materials, operations manuals, DVDs, CDs, training manuals, and
documentation [other than third-party software], and other materials, if any, that MRI will provide to
FRANCHISEE will be loaned by MRI to FRANCHISEE. All suchthese materials shall remain the
property of MRI and shall be returned upon the termination of this Agreement, notwithstanding the
payment of any fee by FRANCHISEE to MRI for the use of suehthese materials.

4. OBLIGATIONS OF FRANCHISEE

4.1. FRANCHISEE shall establish an office and commence business under the service marks
designated by MRI on or before 180 days more time at home from the date of this Agreement, and shall
thereafter continually maintain FRANCHISEE's business operations in conformity with the terms and
conditions of this Agreement.

4,2. FRANCHISEE's business activities shall be limited to serving candidates in their
seekingsearch for full-time permanent positions efemployment-and employers in their seeking
suehsearch for these candidates. FRANCHISEE shall not engage in any other type of staffing related
business unless FRANCHISEL has been granted a franchise or license by MRI or by MRI GONTFRACT
STAEFINGINC-Contract Staffing. Inc. to engage in such other type of business or MRI has otherwise
granted suehits permission by an amendment to this Agreement or other writing signed by an authorized
officer of MRL As an example, FRANCHISEE is precluded from engaging in the temporary
employment business except through MRI CONTRACT-STAEEINGContract Staffing.

4.3, FRANCHISEE shall lease suitable office space approved by MRI exclusively for the
conduct of the MRI business under this Agreement: when the growth of the business justifies it.

4.4, FRANCHISEE shall arrange the design and layout of the office to conform to floor plans
provided by and/or approved by MRI, and to furnish the office with not less than the minimum quantity
and quality of furniture and equipment designated and/or approved by MRL
.1 Forme
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——4-6. All of the forms, stationery, marketing and public relations materials, brochures, and other
printed materials used by FRANCHISEE in the conduct of FRANCHISEE's business shall be the
standard materials designed by MRI. If FRANCHISEE wishes to use any different or additional
materials, FRANCHISEE shall first obtain the written approval of MRI. SuekThese materials shall
conform to the quality, color, format, and appearance previously or subsequently established by MRL
MRI may designate the content, appearance, linking, URL’s, domain name, and other aspects of
FRANCHISEE's Internet site and other methods of electronic communication. The requirements of this
Subsection do not impose any duty upon FRANCHISEE to obtain the approval of the terms of any fee
agreement utilized by FRANCHISEE.

4.7. FRANCHISEE shall adopt and use methods prescribed by MRI for keeping business books
and records and shall make and issue consecutively numbered invoices on a form provided or specified by
MR, for all charges rendered in FRANCHISEE's activities pursuant to this Agreement.

4.8, FRANCHISEE shall send MRI an annual statement of income and expenses for each
calendar year, upen-formsin the manner prescribed or approved by MRI, to be received by MRI within
thirty days after the end of the calendar year. If FRANCHISEE uses a fiscal year that is other than a
calendar year, FRANCHISEE shall also send MRI suel-an annual statement for FRANCHISEE's fiscal
years-so-as-to-be-received-by-MRI within thirty days after the end of the FRANCHISEE's fiscal year.

4.9, FRANCHISEE shall keep FRANCHISEE's office safe, neat, clean and orderly.
FRANCHISEE's office shall be open during normal business hours prevailing in the community where
located, but not less than thirty-Tive (35) hours each week (except for holidays observed in
FRANCHISEE's community), and FRANCHISEE shall be engaged in the conduct of FRANCHISEE's
placement and staffing business and other authorized activities in accordance with the methods set forth
in the manuals, EB-ROMSDVD’s, and instruction programs provided to FRANCHISEE by MRI.

4.10. FRANCHISEE shall install and utilize at FRANCHISEE's office an appropriate telephone
system-, FRANCHISEE shall maintain a telephone number to be used by FRANCHISEE-exclusively for
the business conducted pursnanttounder this Agreement. The content of any “message on hold” and
voicemail scripts and materials used by FRANCHISEE shall be subject to MRI's prior approval.

4,11. When the growth of the business requires it, FRANCHISEE shall maintain an active staff
of a size and with qualifications sufficient to expeditiously and properly run the business of each office,
and to adequately serve FRANCHISEE's market. SuehYour staff shatimay include full-time, competent
account executives, a full-time receptaomst/secretary, and a full—tlme manager (who may be
FRANCHISEE) : : : vely - : e

4,12. All persons employed or retained by FRANCHISEE shall be employees or agents of
FRANCHISEE and not of MRl-erFEranchise-Services—. FRANCHISEE shall provide MRI with suehall
information relating to FRANCHISEE's employees as MRI may request. MRI shall have the right, but
not the obligation, to approve FRANCHISEE's employees operating from a site outside of
FRANCHISEE's office (“remote employees™) and to establish the terms, conditions, and methods under
which they may do so.

4.13. FRANCHISEE shall devote FRANCHISEE's full time and best efforts to promote and
advance FRANCHISEE's business under this Agreement, and shall not engage in any activities that might
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interfere in any manner, directly or indirectly, with the operation of such business. The INDIVIDUAL
FRANCHISEE shall at all times be the full time manager of FRANCHISEE's office.

4.14. During the initial term of this Agreement and during any subsequent renewals,
INDIVIDUAL FRANCHISEE shall attend and complete sueh-additional training programs as MRI shall
designate. The training program shall not exceed five business days. FRANCHISEE shall not be
required to attend any sueh-class more frequently than once every five years. Nothing in this subsection
shall require MRI to provide such additional or renewal training.

4.15. If any action or proceeding is brought against FRANCHISEE relating to FRANCHISEE's
business under this Agreement, FRANCHISEE shall immediately provide MRI with copies of all
pleadings and papers relating to the action or proceeding, FRANCHISEE shall keep MRI informed about
the progress and outcome of suchthese actions or proceedings.

4.16. FRANCHISEE shall comply with all laws, rules and regulations of all governing
authorities that regulate or pertain to FRANCHISEE's business.

4.17. During the term of this Agreement and for a period of ene-yearsix months after the date of
termination, MRI shall have the right at any time during normal business hours, and from time to time, to
have their representatives enter FRANCHISEE's office without notice for the purpose of inspecting the
operation of the franchised business in order to determine FRANCHISEE's compliance with this
Agreement and with the standards for use of the Marks, and for any other reasonable purpose connected
with the operation of the business. SuchMRI’s representatives may inspect, review and audit
FRANCHISEE's books, records, materials, and papers relating to FRANCHISEE's business.
FRANCHISEE shall provide MRI with copies of all books, papers, records, and materials requested by
MRI that relate to FRANCHISEE's business and obligations under this Agreement, including those in
electronic form. MRI shall reimburse FRANCHISEE for the reasonable cost of each copy provided.

4.18. FRANCHISEE shall install and maintain a computer system that meets MRI's hardware,
software, and communications specifications, as modified from time to time. Sueh-obligation
ineludesThese obligations include the following:

4.18.1. FRANCHISEE shall install the computer hardware where necessary and provide

all wiring and cabling sufficient to-direct-wire-all-devices-with-CatSE-cabling-for Internet and
telephony.

4.18.2. FRANCHISEE shall be responsible for all costs and expenses relating to the
purchase and installation of any hardware or software or related services that MRI is not
obligated to provide pursuant to this Agreement, including all subsequent replacements of, and ,
modifications; and enhancements efto FRANCHISEE’s hardware and software; and

4.18.3. FRANCHISEE shall be responsible for all costs and expenses related to software
support that MRI is not obligated to provide pursuant to this Agreement, and for all costs and
expenses related to hardware service, beyond the warranties provided by the manufacturers.
FRANCHISEE acknowledges that MRI does not provide hardware or software support and that
MRI has no responsibility for the operation of the hardware or software.

5. MINIMUM ROYALTY

5.1. FRANCHISEE's minimum royalty fee payment obligation for the calendar year;
. which is the third full calendar year after the Effective Date of
this Agreement, and each succeeding calendar year, shall-bejs determined by multiplying the sum of
Twelve Thousand Dollars ($12,000.00) by a fraction, the numerator of which is the Consumer Price Index
for the calendar month of November of the prior year, and the denominator which wit-beis the Consumer
e —— oo e oA et e o eberecesmecimeeere
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Price Index of November 2009, which is 216.3. The resulting amount will be rounded down to the
nearest $100. If the amount payable by FRANCHISEE pursuant to Subsection 2.2.1 during a calendar
year is less than the minimum royalty fee payment required by this Subsection, FRANCHISEE shall pay
the difference to MRI by suchthe method as MRI determines within the specified time period during the
following calendar year. Failure to pay the difference is a default under-Seetion—12-4-50f this Agreement.

5.2. As used in this Section, “Consumer Price Index” shatt-meanmeans the Consumer
Price Index for All Urban Consumers (CPI-U), U.S. city average, without seasonal adjustments, for all
items, 1982-1984=100, as published by the Bureau of Labor Statistics, United States Department of
Labor. In the event of a change in the base year of the Consumer Price Index, the numerator and
denominator shall both be expressed in terms of the new base year. If the method of calculating the
Consumer Price Index shall-beis substantially changed, or if the present Consumer Price Index is
discontinued, MRI shall use that index computed on a comparable basis that the Bureau of Labor
Statistics makes available for use in connection with numerous outstanding labor contracts. Should the
Bureau of Labor Statistics or any successor agency discontinue the publication of the Consumer Price
Index or publish the same less frequently or alter the same in some other manner, MRI shall adopt a
substitute index or procedure that reasonably reflects and monitors consumer prices and that is as similar
as reasonably possible to the Consumer Price Index.

5.3. MRI will inform FRANCHISEE en-er-aboutafter March 1% of each calendar year, or
as soon thereafter as reasonably practicable, of the amount of minimum royalty fee payment for the
calendar year. MRI may provide this information to FRANCHISEE by including it in a general mailing
‘or electronic transmission addressed to all or a selected group of franchisees that includes FRANCHISEE
or by posting it on MRI’s Intranet. The method of delivery need not comply with the methods stated in
Section 18. MRI’s failure to provide FRANCHISEE with suehthis information will not affect
FRANCHISEE’s obligations under this Section, since FRANCHISEE may obtain the CPI information
from the Bureau of Labor Standard’s publications and website.

6. FINANCIAL INFORMATION

6.1. If this Agreement has been assigned to a corporation, a limited liability company, or a
partnership, FRANCHISEE shall submit to MRI a copy of the corporation's, company's, or partnership's
Federal income tax return within thirty days of its filing.

6.2. If therequested by MRI and FRANCHISEE’s business is operated as a sole proprietorship or
| joint venture, FRANCHISEE shall submitsend to MRI a copy of those portions of FRANCHISEE's
Federal income tax return that relate to FRANCHISEE's operation of the business under this Agreement
within thirty days after the filing of the return:

6.3. FRANCHISEE shall provide MRI with copies of other portions of FRANCHISEE's Federal
income tax returns only if such portions are requested and are relevant to FRANCHISEE's obligations
under this Agreement in which case, FRANCHISEE shall provide copies to MRI within thirty days of
receipt of a request-for-sueh-copies—. MRI shall utilize such portions with appropriate concern for the
interests of FRANCHISEE.

6.4. FRANCHISEE shall provide MRI with annual reports. The annual reports referred to above
shall include a balance sheet dated as of the end of FRANCHISEE's fiscal year or calendar year and a
profit and a loss statement for suehthe year, together with suehwhatever additional financial information
as-MRI may reasonably request. SuehFRANCHISEE’s balance sheet and profit and loss statement shall
be prepared in accordance with generally accepted accounting principles. MRI has the absolute right to
require that the annual report, or any part of it, be reported on and reviewed by an independent state~
licensed certified public accountant at the FRANCHISEE's expense. If FRANCHISEE fails to provide
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MRI with a balance sheet, profit and loss statement and any additional financial information as required
by this Section, MRI shall have the right to have an independent audit made of FRANCHISEE's books
and records, and FRANCHISEE shall promptly reimburse MRI for the cost thereefof the audit.

6.5 Each of the reports referred to in this Section shall be completed by FRANCHISEE or his
accountant in accordance with the instructions contained in the Accounting Manual.

6.6. FRANCHISEE shall keep and maintain accurate and complete books and records reflecting
all of its business affairs and transactions in accordance with generally accepted accounting principles and
in accordance wath any procedures set forth in the Accounting Manual. The books and records-required

shall include properly identified sales Journai general
ledger, profit and loss statements, balance sheets, bank statements with cancelled check copies, and
deposit advises, corporate books and records, including, but not limited to, minute books and stock
certificate books, state sales tax returns, payroll tax returns, federal income tax returns and retailer's
occupation tax returns or similar returns required to be filed by the state in which the Location is located.
Upon MRI's request, FRANCHISEE shall provide MRI with copies of suehthese books and records,
including copies in electronic form, to enable MRI to confirm FRANCHISEE's compliance with this
Agreement. FRANCHISEE shall maintain complete records of all cash in for a period of not less than
five years after the close of the year to which suehthese records relate.

6.7. Upon the request of MRI, FRANCHISEE shall have FRANCHISEE's books and records
audited by a certified public accountant acceptable to MRI. The audit shall be initiated within thirty days
after the request, and shall be completed and the audit report provided to MRI within sixty days following
initiation. Within five days after notice, FRANCHISEE shall pay to MRI the royalties marketing and
public relations fees due on any understated amount. If the audit does not disclose an understatement of -
Net Cash-In in excess of five percent (5%) of the total reported to MRI for any 12-month period prior to
the commencement of suehthe audit, then all fees and expenses charged by the certified public accountant
shall be paid by MRI. If the audit discloses an understatement of Net Cash-In in excess of five percent
(5%) of the total reported to MRI for any 12-month period £prior to the commencement of suehthe audit,
then, within five (5) days after notice, FRANCHISEE shall pay the fees and expenses charged by the
certified public accountant. If FRANCHISEE establishes to the reasonable satisfaction of MRI that the
understatement was the result of clerical error or inadvertence, each of the parties shall bear one-half (1/2)
of the fees and expenses.

7. INSURANCE

7.1. FRANCHISEE shall acquire and maintain, throughout the term of this Agreement, and at its
own expense, insurance with one or more insurance companies with at least an A.M. Best's rating of “A
minus VI, which insurance shall:

7.1.1. be acceptable to MRI; and

7.1.2 name MRI-and-Franchise-Serviees, as an additional insuredsinsured, except as te
suehthose_ policies in which only an employer may be named as an insured.

7.2. The insurance coverage must include the following:

.1 Forme

' f Forme

MRIMR Franchise Agreement March 2643 — Pope2014
' Page 10 -




7.2.1. COMMERCIAL GENERAL LIABILITY including bodily injury and property
damage liability for premises and operations, contractual liability, personal injury liability and, if
applicable, stop gap coverage in the amount of $1,000,000 each occurrence and $2,000,000
annual aggregate.

7.2.2. BUSINESS AUTOMOBILE LIABILITY including bodily injury and property
damage liability for owned, leased, non-owned and hired autos in the amount of $1,000,000 each
accident.

7.2.3. WORKER'S COMPENSATION with the statutory minimum limits set by
applicable law and EMPLOYER'S LIABILITY in the amount of $500,000 or statutory minimum
limits, whichever is greater.

7.2.4. PROPERTY including “all-risk” coverage on all real and personal property owned,
feased or rented by FRANCHISEE as well as business income and extra expense coverage. This
insurance shall be written for the replacement cost of suechFRANCHISEE’s real and personal
property and on an actual loss sustained basis for the business income and extra expense.

7.2.5. ERRORS AND OMISSIONS in the amount of $1,000,000 per claim and annual
aggregate. Personal Injury Liability coverage may be added to this policy instead of including it
under the COMMERCIAL GENERAL LIABILITY policy.

7.2.6. EMPLOYMENT PRACTICES LIABILITY in the amount of $1,000,000 per claim
and annual aggregate. This insurance may be purchased as part of the ERRORS AND
OMISSIONS INSURANCE policy provided that separate limits are provided for each of the two
coverages or provided that the policy limits on the combined policy equal the combined total of
the limits for Sections 7.2.5, and 7.2.6.

7.2.7. COMMERCIAL BLANKET EMPLOYEE DISHONESTY BOND, including
coverage for any ERISA plans in the amount of $100,000 or 10% of the ERISA plan assets,
whichever is greater.

7.2.8. LICENSE BOND, if required by applicable law.

7.2.9. UNEMPLOYMENT COMPENSATION with the statutory minimum
limits set by applicable law.

7.2.10. Any and all other types and limits of insurance that may be required, from
time to time, by MRI or applicable law.

7.3. The insurance policies shall:

7.3.1. Contain no provision that in any way limits or reduces coverage for the
FRANCHISEE below the aggregate limits provided in the policy in the event of a claim by any
one or more of the Indemnitees;

7.3.2. Waive any rights of recovery the insurance companies may have against MRI-and
Eranehise-Serviees;

7.3.3. Be primary to and without right of contribution from any other insurance purchased
by or on behalf of MRI;

7.3.4. Be in an amount and form and with a carrier or carriers satisfactory to MRI, but, in
no event, in amounts fess than stated above, nor shall suehthis insurance have a deductible or self-
insured retention in excess of $10,000.00; and
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7.3.5. Provide by endorsement that MRI is entitled to receive at least thirty days prior
written notice of any intent to reduce policy limits, restrict coverage, cancel or otherwise alter or
amend said policy.

7.4. FRANCHISEE shall not reduce the policy limits, restrict coverage, cancel or otherwise alter
or amend said-polieythese policies without MRI's prior written consent.

7.5. As proof of suehthis required insurance, a certificate of insurance or a copy of the insurance
policy shall be submitted by FRANCHISEE for MRI's approval prior to FRANCHISEE's commencement
of activities under this Agreement, and similar copies shall be provided for each renewal or replacement
policy prior to the renewal or replacement inception date. FRANCHISEE shall deliver a complete copy
of FRANCHISEE's then effective policy or policies of insurance within ten days following a request by
MRI for sueh-copies.

7.6. MRI may, in the exercise of its business judgment, from time to time increase the required
minimum limits of coverage and/or require FRANCHISEE to maintain additional types of insurance.

74..7. 1f FRANCHISEE fails to obtain or maintain any required insurance for the benefit of
MRI. MRI may obtain-syek insurance for itself and, and FRANCHISEE shall reimburse MRI for the cost
of such insurance within thirty calendar days after FRANCHISEE receives an invoice for saeh-insurance
from MRIL

8. PROPRIETARY MARKS

8.1. “Proprietary Marks” means all trade names, trademarks, service marks and slogans licensed
to FRANCHISEE under this agreement and all current and future trade names, trademarks, service marks,
logos, symbols and slogans in which MRI has an interest or which MRI may permit FRANCHISEE to
use, including, without limitation, the Exclusive Marks and the Non-exclusive Marks.

8.2. With respect to FRANCHISEE's licensed use of the Proprietary Marks pursuant to this
Agreement, FRANCHISEE agrees that: '

8.2.1. FRANCHISEE shall use only the Proprietary Marks designated by MRI, and shall
use them only in the manner authorized and permitted by BROWNS-CANYOMNMRI.

8.2.2. FRANCHISEE shall use the Propriétary Marks only for the operation of the
franchised business and only in connection with the office at the Location.

8.2.3. FRANCHISEE's right to use the Proprietary Marks is limited to saehthose uses
asthat are authorized under this Agreement, and any unauthorized use-thereef shall constitute an
infringement of MRI’s rights.

8.2.4, FRANCHISEE shall not use the Proprietary Marks to incur any obligation or
indebtedness on behalf of MRI.

8.2.5. FRANCHISEE shall not register or attempt to register any of the Proprietary
Marks in FRANCHISEE's own name or that of any other person, firm or corporation, except for
requisite trade name or fictitious name registrations or corporate names approved by MRL

8.2.6. FRANCHISEE shall comply with MRI’s instructions in filing and maintaining any
requisite trade name or fictitious name registrations, and shall execute any documents deemed
necessary by MRI or its counsel to obtain protection for the Proprietary Marks or to maintain
their continued validity and enforceability.
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8.2.7. If FRANCHISEE secures in any jurisdiction any rights whatever to any
Proprietary Mark, FRANCHISEE shall immediately notify MRI and, upon written request, shall
immediately assign all of FRANCHISEE's right, title and interest therete-to MRI.

8.2.8. FRANCHISEE shall not use any Proprietary Mark in connection with any
statement or material that may, in the business judgment of MRI, be in bad taste or inconsistent
with MRI's public image, or tend to bring disparagement, ridicule or scorn upon MRI, any of
Proprietary Marks, or the goodwill associated therewithwith the Proprietary Marks.

8.3. With respect to actual or potential litigation concerning the Proprietary Marks:

8.3.1. FRANCHISEE shall promptly notify MRI of any unauthorized use of the
Proprietary Marks or marks confusingly similar thereto as well as any challenge to the Proprietary
Marks. FRANCHISEE acknowledges that MRI has the sole right to direct and control any
administrative proceeding or litigation invelving the ownership or validity of the Proprietary
Marks, including any settlement thereof. MRI has the right, but not the obligation, to take action
against uses by others that may constitute infringement of the Proprietary Marks.

8.3.2. Provided FRANCHISEE has used the Proprietary Marks in accordance with this
Agreement, MRI will defend FRANCHISEE at its expense against any third party claim, action,
or demand involving the ownership or validity of the Proprietary Marks arising out of
FRANCHISEE's use-thereof-, If FRANCHISEE has not used the Proprietary Marks in
accordance with this Agreement, MRI will not defend FRANCHISEE against sueh third party
claims, actions, or demands.

8.3.3. If MRI undertakes the defense or prosecution of any litigation relating to the
Proprietary Marks, FRANCHISEE agrees to execute any and all documents and to do suehthose
acts and things as may, in the opinion of counsel for MRI, be necessary to carry out sucha defense
or prosecution, including but not limited to, becoming a nommai party to any legal action.

Except to the extent that suehany litigation is the result of FRANCHISEE's use of the Proprietary
Marks in a manner inconsistent with the terms of this Agreement, MRI agrees to reimburse
FRANCHISEE for its out of pocket costs in doing suehthose _acts and things, except that
FRANCHISEE shall bear the salary costs of its employees, and MRI shall bear the costs of any
judgment or settlement.

8.4. FRANCHISEE expressly understands and acknowledges that:

8.4.1. MRI is the owner of all right, title and interest in and to the Proprietary Marks and
the goodwill associated with and symbolized by them.

8.4.2. The Proprietary Marks are valid and serve to identify MRI's system and those who
are authorized to operate under the system.

8.4.3. FRANCHISEE shall not directly or indirectly contest the validity or MRI’s
ownership of the Proprietary Marks or MRI’s license to use the Proprietary Marks.

8.4.4. FRANCHISEE's use of the Proprietary Marks pursuant-telicensed under this
Agreement does not give FRANCHISEE any ownership interest or other interest in or to the
Proprietary Marks, except the license granted by this Agreement.

8.4.5. MRI’s use and licensing of the names and service marks “Sales Consultants” and
“SC” and “MRI Network” and “MRI” to third parties, and the acts of suehthose named or other
named offices or franchisees (including any subsidiaries or affiliates of MRI or of suehthose
franchisees) are not and shall not be breaches of this Agreement.

8.4.6. Any and all goodwill arising from FRANCHISEE's use of the Proprietary Marks | Forme
in its franchised oEeration under the system shall inure so]elx and exoiusivelz to MRI’s benefit, 7 | Forme
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and upon expiration or termination of this Agreement and the license herein granted, no monetary
amount shall be assigned as attributable to any goodwill associated with FRANCHISEE's use of
the system or the Proprietary Marks.

8.4.7. The right and license of the Proprietary Marks granted hereunder to
FRANCHISEE is non-exclusive, and MRI #hus-has and retains these rights, among others:

8.4.7.1. To use the Proprietary Marks itself in connection with selling products
and services;

8.4.7.2. To grant other licenses for the Proprietary Marks, in addition to those
licenses already granted to existing franchisees;

8.4.7.3. To grant other rights in, to, and under the Proprietary Marks in addition
to those rights already granted, and to develop, acquire, and grant rights in other names
and marks on any sueh-terms and conditions asthat MRI deems appropriate, including,
without limitation, the name and service marks “MRL” “MRINetwork,” and “Sales
Consultants” and “SC” and -any private brand name for the operation of offices at the
Location and outside the Location; and

8.4.7.4. To develop and establish other systems using the same or similar
Proprietary Marks, or any other proprietary marks, and to grant licenses or franchises
thereto without providing any rights therein to FRANCHISEE.

8.5. FRANCHISEE shall sign any certificate, consent, release or other instrument that may be
necessary or desirable for MRI or any of its franchisees to utilize the Proprietary Marks, or any other
name, trademark, service mark, symbol or slogan-that-was furnished or approved by MRI (including
incorporation of the Marks in the names of their business organizations) for the operation of etfiees
outside the-Loeation:,FRANCHISEE’s business.

8.6. FRANCHISEE's domain names, BREs;URL’s and electronic addresses shall be subject
to
MRY’s approval and control if they contain or are used in connection with the MRI Marks.

9. TRANSFERABILITY OF LICENSE

9.1. The license granted herein is personal to INDIVIDUAL FRANCHISEE. Neither
FRANCHISEE's interest in this Agreement, FRANCHISEE’s business, including stock or assets, nor any
of FRANCHISEE's rights or privileges herein shall be sold, assigned, transferred, sublicensed, shared or
divided by FRANCHISEE, in whole or in part, voluntarily or involuntarily, by operation of law or
otherwise in any manner, except upon prior written approval of MRI obtained in accordance with the
requirements of this Section. FRANCHISEE has no right to sell or otherwise transfer any interest in this
Agreement that is not made in conjunction with the sale or transfer of FRANCHISEE's staffing and
recruiting business.

9.2. If FRANCHISEE desires to sell or transfer all or any portion of FRANCHISEE's rights
under this Agreement, or of FRANCHISEE's business, or of any interest in the corporation, company, or
partnership to which this Agreement has been transferred, FRANCHISEE shall have a right of sale or
transfer only to a purchaser who will operate a Management Recruiters business at FRANCHISEE’s
Location. FRANCHISEE shall first obtain a bona fide written offer therefos-from a third party. The offer
shall specifically recite the price and all other terms and conditions of the proposed transaction, and a
duplicate original of the offer shall be provided by FRANCHISEE in writing to MRI. For a period of
fourteen days following its receipt of saidthe offer, MRI shall have an option to purchase the business and
franchise rights offered upon the exact terms, conditions, and price (less any amount that would otherwise

SRS

Paaeél_?}"

U { Form

MRIMR Franchise Agreement March 2043 — — - ——Page2014



be payable as and by way of commission or finder's fee to a broker or like representative) contained in the
offer submitted by FRANCHISEE; provided, however, that suehthis_option shall not apply to a proposed
sale or transfer to INDIVIDUAL FRANCHISEE's spouse and/or adult children.

9.3. If the offer from a third party provides for payment of consideration other than cash or
involves certain intangible benefits, MRI may elect to purchase the interest proposed to be sold for the
reasonable equivalent in cash. If the parties cannot agree within a reasonable time on the reasonable
equivalent in cash of the non-cash part of the offer, MRI shall submit to FRANCHISEE, in writing, the
names of three qualified independent appraisers. Within ten (10) days of the date of-sad notification,
FRANCHISEE shall detiver to MR, in writing, FRANCHISEE's designation of one of the three
appraisers to make the determination. If FRANCHISEE fails to designate an appraiser within said the ten
day period, then MRI shall designate an appraiser from saidthe list. If FRANCHISEE is dissatisfied with
all of the listed appraisers and se-notifies MRI within satdthe ten day period, FRANCHISEE shall select
and pay for one and MRI shall select and pay for one, and the two appraisers se-chosen shall select a third
appraiser. The decision of the sole appraiser, if there is a single appraiser, or a majority of the appraisers
se-chosen, if there are multiple appraisers shall be conclusive. The cost of the third appraiser shall be
shared equally by the parties.

9.4, If MRI does not exercise its option in writing, FRANCHISEE may, within six months
following the expiration of suehMRI’s option and upon prior written approval of MRI, sell or transfer
saidFRANCHISEE s business or interest, or portion-thereof, to the third party whose offer therefor-was
submitted to MR, but only upon the exact terms, conditions, and price set forth in suehthe offer.

© 9.5, Written approval of the proposed transferee by MRI may be conditioned upon the following:

9.5.1. A personal interview with the proposed transferee at MRI's principal office but
without expense to MRI;

9.5.2. The proposed transfereetransferee’s demonstrating to MRI's satisfaction that the
proposed transferee meets the criteria considered by MRI when reviewing a prospective
franchisee's application for a franchise, including MRI's educational, managerial and business
standards; that the proposed transferee possesses a good moral character, business reputation and
credit rating; that the proposed transferee has the aptitude and ability to conduct the business
franchised hereinin this Agreement (as-meay-be evidenced by prior related business experience or
otherwise); that the proposed transferee has adequate financial resources and capital to operate
the business and that the proposed transferee is a natural person;

9.5.3. The proposed transferee's paying for and attending the next scheduled MRI's
instruction program for new licensees next following MRI's approval of the transaction, and
during the instruction program, the proposed transferee shall pay for the proposed transferee's
own food, lodging and transportation;

9.5.4. Execution by the proposed transferee of the most recent franchise agreement then
in use by MRI as if the proposed transferee were originally purchasing a franchise from MRI;

9.5.5. The payment to MRI by seller and/or the proposed transferee in suehthe manner as
they may agree between themselves, for the receipt by the proposed transferee of suehthe
materials, supplies, equipment, services, and instruction as MRI shall determine is appropriate,
upon consideration of the prior experience of the proposed transferee in the staffing service
business, the needs of the transferee, and the comparable materials, supplies, equipment, services,
and instruction that are provided to persons who purchase a franchise directly from MRI; { Forme
3 Forme
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9.5.6. The payment of-suek marketing fees and expenses, including referral fees and
expenses, as may be agreed upon between the seller and MRI;

9.5.7. All of FRANCHISEE's accrued monetary obligations and all other outstanding
obligations to MRI, its subsidiaries and its affiliates shall have been satisfied;

9.5.8. FRANCHISEE is not in default of any provisions of this Agreement, any
amendment to this Agreement, or any other agreement between FRANCHISEE and MR, or its
subsidiaries and affiliates;

9.5.9. ERANCHISEEFRANCHISEE’s executing a general release, in a form satisfactory

to MRI, of any and all claims against MR1 its subsidiaries, affiliates, successors and assigns, and
their respective officers, directors, shareholders, partners, agents, representatives, servants, and
employees, in their corporate and individual capacities, including without limitation, claims
arising under this Agreement and federal, state, and local laws, rules and ordinances; and

9.6, In addition, MRI may consider whether the proposed terms of sale or other factors involved
in the transaction are-such-as-towill materially reduce the potential ability of the proposed transferee to be
successful. MRI is under no duty to anyone to consider suehthese factors, and the approval of a proposed
purchase by MRI shall not be considered an expression of opinion by MRI of the appropriateness or
fairness of the terms of the sale or of the likelihood of the success of the proposed transferee.

9.7. MRI has the absolute right to require the sale of a portion of FRANCHISEE's franchise
rights to be structured as a direct franchise between MR and the purchaser, and not as a subfranchise or
other arrangement between FRANCHISEE and the purchaser.

9.8. If sueh-a sale and assignment is eonsummatedfinalized, MRI shall-beis entitled to receive the
transfer fee provided for in Subsection 9.9. The assignment shallis not-be effective unless and until the
franchise agreement by and between MRI and the purchaser has been executed and delivered, all monies
then due and owing to MRI by FRANCHISEE including the transfer fee required under Subsection 9.9,
has been paid to MR1, all defaults of FRANCHISEE under this Agreement have been cured, and
FRANCHISEE has executed a general release of all claims against MRI arising out of or related to this
Agreement and the operations and performance of each of them under it.

9.9. Upon the sale, assighment or transfer of FRANCHISEL's business and/or franchise, in
whole or in part, including any interest in the corporation, company, or parinership that owns or manages
the franchised business or any of the assets of the business, to a third party or otherwise, FRANCHISEE
shall pay to MRI a fee equal to a percentage of the total sales price received therefor-determined on the
basis of the following table:

Description of Transaction Applicable
percentage
If the purchaser is a parent, spouse, or child of the Individual Franchisee One percent (1%)
If the purchaser is not a member of the Individual Franchisee’s immediate Three percent (3%)

family, but the purchaser has been employed as a manager, account
executive, or project coordinator by an MR1I franchised or company office
for at least two years prior to the date of the purchase agreement

For all other transactions Five percent (5%)

MRIMR Franchise Agreement March 2643 —m— e DugeZﬂli
Page 16 -

1 Forme

Formsz

i



|

|

“Total sales price” means all consideration of any nature or kind paid or payable to FRANCHISEE or any
other person in connection with or arising out of the assignment or transfer of this license or any interest
in FRANCHISEE’s business, whether money, property or other thing or service of value, including, but
not limited to, consideration received for FRANCHISEE's business, rights under this Agreement,
contracts, goodwill, equipment, furniture, files and records, accounts receivable, any consulting or other
fees or arrangement, or compensation for restrictions on the seller's right to engage in competitive
activities. The total sales price includes any interest payable by the buyer. When any portion of the sales
price is paid in installments or on any other deferred basis, FRANCHISEE shall pay the applicable
percentage of each portion of the total purchase price within ten business days after the receipt of the
portion. FRANCHISEE, at MRI's request, shall provide for payment by the buyer directly to MRI,
provided that this arrangement will not relieve the FRANCHISEE from the primary obligation of
payment. If any portion of the sale price is other than cash and if the parties cannot agree within a
reasonable time on the reasonable equivalent in cash of the non-cash part of the offer, the cash equivalent
of suehthe non-cash part shall be determined by the process set forth in Subsection 9.3.

9.10. In the event of the death or permanent disability of the INDIVIDUAL FRANCHISEE, the
interest of the INDIVIDUAL FRANCHISEE under this Agreement and the INDIVIDUAL
FRANCHISEE's stock in the Cerperationcorporation or company or partnership interest, if any, may be
transferred to the INDIVIDUAL FRANCHISEE's surviving spouse or adult child or children, subject to
such-transfereetransferee’s complying with the requirements of Subsection 9.5.3. MRI may also require
the transferee to comply with Subsection 9.5.4.. provided that any new franchise agreement shall not
contain any higher rate of royalty or marketing and public relations fees than are stated in this Agreement.
No transfer fee will be charged.

9.11. The license and franchise rights granted by this Agreement are personal to FRANCHISEE.
The only methods of sale, transfer, or assignment of the license and franchise rights are those set
forthcontained in Sections 9 and 10. Whether or not an assignment or transfer of FRANCHISEE's license -
is involved, FRANCHISEE, whether an individual or otherwise, shall not change the business form or
entity, either to obtain the services of a partner or to accomplish any other change, without the prior
written consent of MRI.

9,12. FRANCHISEE shall not permit, create, incur, assume or suffer to exist any mortgage, lien,
charge or encumbrance of any kind on, or pledge or assign any interest whatsoever in and to this license,
or to any stock of the corporation or any ownership interest of the partnership to which this license has
been transferred other than to MR, without the prior written consent of MRI.

9.13. Hthe EFRANCHISEE s Location-is-nonexchisives FRANCHISEE may only sell, assign or
transfer all of FRANCHISEE's rights under this Agreement.

9.14. If this Agreement is terminated pursuant to a sale by FRANCHISEE of FRANCHISEE's
rights under this Agreement and if FRANCHISEE engages in the staffing or a related business at any time
within threetwo years after the termination of this Agreement, FRANCHISEE will pay to MRI a fee equal
to the royalty fees provided for in Section 2 during the threetwo year period after termination of this
Agreement. If the expiration date of this Agreement is less than threetwo years after the termination of
this Agreement, FRANCHISEE's obligation for payment shall only be for the period ending with the
expiration date. The payments will be made in the manner provided by Section 2 and will be
accompanied by the reports required of FRANCHISEE during the term of this Agreement. MRI's rights
of inspection and audit will continue during this period and for an additional three months. This payment
will not be required in the following circumstances: '

9.14.1. If FRANCHISEE's activity consists only of the ownership of less than one

percent of the stock of a publicly traded company; or
/| Forme
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9.14.2. If FRANCHISEE's Net Cash-In during each of the two calendar years prior to the
| sale was less than FRANCHISEE's minimum perf igationroyalty for those calendar
years,

10. CHANGE OF BUSINESS ENTITY

| 10.1, INDIVIDUAL FRANCHISEE, upon prior written consent of MRI, may transfer
FRANCHISEE's license to a corporation provided that:

10.1.1. the corporation is newly organized and duly incorporated;

10.1.2. INDIVIDUAL FRANCHISEE is the owner of and shall always retain not less
than fifty-one percent (51%) of all the issued and outstanding capital stock of the corporation;

10.1.3. INDIVIDUAL FRANCHISEE is and shall agree to remain the principal
operating officer of the corporation,

| 10.1.4. the activities of the corporation are and shall be confined exclusively to the
business under this Agreement;

10.1.5. the corporation's stock shall be owned only by the INDIVIDUAL FRANCHISEE
l and by suehthe_other shareholders whose ownership shall have received the prior written consent
of MRI;

10.1.6. the corporation and all of its officers, directors, and holders of ten percent (106%)
or more of the corporation's stock shall agree in writing satisfactory to MR1, to assume all of
INDIVIDUAL FRANCHISEE's obligations hereunder;-as-wel-as-agreeingunder this Agreement,

and agree to be personally bound by all of the terms, conditions and covenants of this Agreement
as if they had been parties to it at its inception, and all shareholders of saidthe corporation shall
agree in writing that they shall not sell, assign or transfer any of their shares in saidthe
corporation to any person other than to other shareholders of the corporation without the prior
written consent of MRI; and the corporation shall agree that similar agreements will be required
of all future officers, directors, and holders of ten percent (10%) or more of the corporation's
stock;

10-1-8-1.7. all monies due or owed to MRI by INDIVIDUAL FRANCHISEE up to and

including the last dav of the month preceding the transfer are paid in full on ot before the date the
transfer is approved by MR1 and all defaults of this Agreement by FRANCHISEE, if any, are
cured: and

10,1.8. all stock certificates of the corporation shall be conspicuously endorsed that
suehthis stock shall-netcannot be sold, assigned, pledged, mortgaged, transferred or increased, by
operation of law or otherwise, without the prior written consent of MRE-and,

10 1.6
LA -
PErsons:

10.2. INDIVIDUAL FRANCHISEE, upon prior written consent of MRI, may transfer
FRANCHISEE's license to a partnership provided that:

| Formeg
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10.2.2. INDIVIDUAL FRANCHISEE is the owner of and shall always retain more than
one-half of the controlling interest of the partnership,

10.2.3. INDIVIDUAL FRANCHISEE is and shall agree to remain the managing partner
of the partnership;

10.2.4. the activities of the partnership are and shall be confined exclusively to the
business under this Agreement;

10.2.5. no person shall be a partner without having received the prior written consent of
MRI to become a partner;

10.2.6. the partnership and all partners shall agree in writing satisfactory to MRI to
assume all of INDIVIDUAL FRANCHISEE's obligations under this Agreement, to be personally
bound by all of the terms, conditions and covenants of this Agreement as if they had been parties
to it at its inception, and that no interest in the partnership shall be sold, assigned, or transferred to
any person other than to other partners without the prior written consent of MRI; and partnership
shall agree that similar agreements will be required of all future partners; and

1027%2.7. all monies due or owed to MRI by INDIVIDUAIL, FRANCHISEE up to and
including the last day of the month preceding the transfer are paid in full on or before the date the
transfer is approved by MRI and all defaults of this Agreement by FRANCHISEE., if any, are
cured.

10.3. NDIVIDUAL FRANCHISEE, upon prior written consent of MRI, may transfer
FRANCHISEE's license to a limited liability company provided that:

10.3.1. the company is newly organized,

10.3.2. INDIVIDUAL FRANCHISEE is the owner of and shall always retain more than
one-half of the controlling and ownership interests of the company;

10.3.3. INDIVIDUAL FRANCHISEE is and shall agree to remain the principal manager
of the company;

10.3.4. the activities of the company are and shall be confined exclusively to the business
under this Agreement;

10.3.5. no person shall be a member of the company without having received the prlor
written consent of MRI to become a member;

10.3.6. the company and all members and managers shall agree in writing safisfactory to
MRI to assume all of INDIVIDUAL FRANCHISEE's obligations under this Agreement, to be
personally bound by all of the terms, conditions and covenants of this Agreement as if they had
been parties to it at its inception, and that no interest in the company shall be sold, assigned, or
transferred to any person other than to other members without the prior written consent of MRL;
and the company shall agree that similar agreements will be required of all future members and
managers;_and

10.3.7. all monies due or owed to MRI by INDIVIDUAL FRANCHISEE up to and
including the last day of the month preceding the transfer are paid in full on or before the date the
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transfer is approved by MRI and all defaults of this Agreement by FRANCHISEE, if any, are
cured:-and,

11. RESTRICTIVE COVENANT
11.1. During the term of the Agreement.

11.1.1. During the term of this Agreement, FRANCHISEE and FRANCHISEE's spouse
and any corporation, partnership or other entity with which FRANCHISEE or FRANCHISEE's spouse is
affiliated shall not, directly or indirectly, engage in, have a financial interest in, license its Private Brand
to, or be associated in any manner with, any business that engages in any aspect of a staffing business or
any other business in which MRI or any of its subsidiaries or affiliates may then be engaged, specifically
including, but not limited to, serving as or becoming a principal, agent, director, stockholder, officer,
investor, lender, landlord, manager, trustee, representative, employee, account executive, counselor,
consultant, trainer, or field operations person for ssehthe competing business. Nothing contained in this
section shall preclude any-sueh-persenthese individuals and companies from holding any such status with
MRI or as a franchisee of MR1

11.1.2. During the term of this Agreement, FRANCHISEE shail not, directly or
indirectly, for itself or on behalf of any other person or entity, entice, recruit, employ, try to employ any
of MRI’s employees, or MRI’s affiliates” employees, or enter into any contract with any of MR*sMRI’s
or any of MRI’s affiliates® employees to work in any business that engages in any aspect of a staffing
business or any other business in which MRI or any of its subsidiaries or affiliates may then be engaged,
without MRI’s prior written permission, The permission, if granted, will be contingent upon payment to
MRI of a fee equal to Twenty-Five (25%) of that employee’s most recent total annual compensation.

This is not a penalty, but represents MRI’s reasonable costs to recruit, hire and train a replacement
employee. If FRANCHISEE violates this provision, MRI may resort to any legal remedy available in law
or equity, including damages and/or injunctive relief.

11.2. After Termination of the Agreement.

11.2.1. IfFRANCHISEE terminates this Agreement before its expiry date for any
reason, FRANCHISEE and FRANCHISEE's spouse and any corporation, partnership or other entity with
which FRANCHISEE or FRANCHISEE's spouse is affiliated shall not, before the expiry date, directly or
indirectly, engage in, have a financial interest in, license its Private Brand, if any, to, or be associated in
any manner with, any business that engages in any aspect of a staffing business or any other business in
which MRI or any of its subsidiaries or affiliates may then be engaged, specifically including, but not
limited to, serving as or becoming a principal, agent, director, stockholder, officer, investor, manager,
trustee, representative, employee, account executive, counselor, consultant, trainer, or field operations
person for suehthe competing business. This provision does not apply to FRANCHISEE if it exercises its
buyout option in Section 12.9. Nothing contained in this section shall preclude any such person from
holding any such status with MRI or as a franchisee of MRL

11.2.2. For a period of one year after termination of this Agreement for any reason
including expiration, on behalf of itself or for any other person or entity, FRANCHISEE shall not,
directly or indirectly for itself or on behalf of any other person or entity, entice, recruit, employ, to try to
employ any person who is MRD’s employee, or MRIs affiliate’s employee, or enter into any contract
with any person who is MRI’s or any of MRI’s affiliates” employees to work in any business that engages
in any aspect of a staffing business or any other business in which MRI or any of its subsidiaries or ‘
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affiliates may then be engaged without MRI’s prior written permission. The permission, if granted, will
be contingent upon payment to MRI of a fee equal to Twenty-Five (25%) of that employee’s most recent
total annual compensation. This is not a penalty, but represents MRI’s reasonable costs to recruit, hire
and train a replacement employee. If FRANCHISEE violates this provision, MRI may resort to any legal
remedy available in law or equity, including damages and/or injunctive relief.

11.3-, FRANCHISEE agrees that the issuance of an injunction enjoining any violation of the
terms of this Section 11 is appropriate and proper relief for any sueh-violation.

12, TERM; RENEWAL AND TERMINATION

12.1, FRANCHISEE, in FRANCHISEE's sole, unfettered judgment, shall determinechoose the
initial term of this Agreement by completing—n-FRANCHISEE's-own-handwsiting; the blank space

provided for in Subsection 12.2., with a number that is not less than ten nor more than twenty, and then
initialing said-insestienthe choice in the margin.

12.2. The initial term of this agreement shall end on the last day of the month
that is vears after the date of this Agreement.

FRANCHISEE(S)
INITIALS

12.3. FRANCHISEE may, at FRANCHISEE's option, renew this Agreement for an unlimited
number of additional consecutive terms of five years each, subject to the procedures described in
Subsection 12.8 and subject to the following conditions that must be met prior to renewal:

12.3.1. FRANCHISEE must be in full compliance with all of provisions of this
Agreement, including any amendments, and any other agreement between FRANCHISEE and
MRI or its subsidiaries and affiliates; and FRANCHISEE shall have substantially complied with
all the terms and conditions of suehthese agreements during their terms;

12.3.2. FRANCHISEE shall have satisfied all monetary obligations owed by
FRANCHISEE to MRI and its subsidiaries and affiliates and shall have timely met those
obligations throughout the term of this Agreement;

12.3.3. FRANCHISEE shall execute a renewal amendment that will conform this
Agreement to the then current form of franchise agreement, including, without limitation, a
t higher royalty fee and a higher marketing and public relations fee. However, no injtial franchise
fee or renewal fee shall be required from FRANCHISEE and no additional services or products
shall be required from MRI;

12.3.4. the amendment will include a general release, in a form satisfactory to MR, of
any and all claims against MR1 its subsidiaries, affiliates, successors and assigns and their
respective officers, directors, shareholders, partners, agents, representatives, and employees, in
their corporate and individual capacities, including without limitation, claims arising under thls
Agreement and federal, state, and local laws, rules and ordinances;

‘ 12.3.5. FRANCHISEE shall comply with MRI's then current training requirements; and

12.3.6. FRANCHISEE shall upgrade FRANCHISEE's operations to comply with MRI's
then current standards and methods.

| 12.4. Upon the occurrence of any of the following events of default-by-FRANCHISEE,
MRI shall have the right to terminate this Agreement and the license granted herein:
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12.4.1. The failure of FRANCHISEE to attend the entire instruction program for new
franohlsees-aﬁ-prewéed—m—SHbseeﬂeﬁ—S—%% next following the date of this Agreement;

12.4.2. The failure to commence business as provided in Subsection 4.1;

12.4.3. The abandonment of the franchised business or the franchise relationship, or the
failure to conduct business for any period of thirty consecutive days without the prior written
approval of MRI;

12.4.4. The failure to submit any report or copy of invoice required by this Agreement
within fourteen days following the date when suchany report or-eopy-of-inveice was due;

12.4.5. The failure to pay in full any payment owed to MRI within fourteen days
following the date when sueh-payment is due;

12.4.6. The submission of a report that understates Net Cash-In by five percent (5%) or
more of the total reported, unless FRANCHISEE establishes to the reasonable satisfaction of MRI
that suehthe understatement was the result of clerical error or inadvertence;

12.4.7. A violation by FRANCHISEE of Subsection 9.12, or Section 11;

12.4.8. FRANCHISEE relocates its office from the Location without MRI’s prior written
approval;

12.4.9. The material breach by FRANCHISEE of any other obligation established by this
Agreement or of any other agreement between FRANCHISEE and MRI or its subsidiaries, if
such other agreement is related to this Franchise Agreement;

12.4.10. The conviction of FRANCHISEE of any felony or a crime involving moral
turpitude;

12.4.11. Any conduct by FRANCHISEE that constitutes an unfair trade or business
practice under any applicable law or that is injurious to MRI’s Proprietary Marks or the goodwill
of the MRI system or any violation of MRI’s then-current Branding requirements; or

12.4.12. The termination for cause of any other Franchise Agreement with MR or its
subsidiaries.

12.5. MRI may terminate this Agreement upon thirty days written notice to FRANCHISEE in the
event of a default pursuant to Subsection 12.4.2, 12.4.4, 12.4.5, 12.4.8 or 12.4.9 or a default pursuant to
Subsection 12.4.11 that MRI reasonably determines is curable, unless saidthe default is cured within
saidthe thirty day period. In the event of a default as specified in Subsection 12.4.1. MRI may give
written notice to FRANCHISEE to cure saidthe default by the end of the next such training program, and
if saidthe default has not been se-cured, MRI may terminate this Agreement as of the date of written
notice to FRANCHISEE-ef such-termination—, In the event of a default as specified in Subsection 12.4.3,
12.4.6, 12.4.7, 12.4.10, or 12.4.12, or a default as specified in Subsection 12.4.11 that MRI reasonably
determines is so grossly injurious to the Proprietary Marks or goodwill of the MRI system that it is
incurable, MRI may terminate this Agreement as of the date of written notice to FRANCHISEE of such
termination.

12.6. If FRANCHISEE has received two or more notices to cure defaults of any nature within a
twelve month period, and is in default a third time within seehthe same twelve (12) month period, MRI
may terminate this Agreement as of the date of written notice to FRANCHISEE of such termination,
without further opportunity to cure, even if suehany prior defaults were cured after notice.

i2.7. If FRANCHISEE shall-become becomes insolvent or meakemakes an assignment for the

benefit of creditors, or if a petition under any bankruptcy law is filed by FRANCHISEE, or if suek-a .4 Forms
petition is filed against FRANCHISEE, or is consented to by FRANCHISEE, or a receiver or trustee is | Forme
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appointed, or if FRANCHISEE is adjudicated a bankrupt, or if a bill in equity or other proceedings for the
appomtment of a receiver of FRANCHISEE or other custodian for FRANCHISEE's business or assets is
filed, or is consented to by FRANCHISEE, or a receiver or other custodian is appointed, or if proceedings
for composition with creditors under any state or federal law shall be instituted by or against
FRANCHISEE, or if the real or personal property of FRANCHISEE or any of the stock in the corporation
or any ownership interest in the partnership or company to which this license has been assigned shall be
sold or levied upon by any sheriff, marshal or constable, or attempted to be transferred by operation of
law or order of court, without the consent of MR, then and in any of saidthese events, FRANCHISEE
shall be in default under this Agreement and all rights granted to FRANCHISEE hereunder shail
thereupon terminate without notice to FRANCHISEE upon the date of the occurrence of any of the
aforementioned events. However, if FRANCHISEE has not consented to any saehthe bankruptcy action
and suchthe action is dismissed within sixty days of its eemmencementfiling, then this Agreement shall

be reinstated as of the date it was terminated-pursuant-to-this-Subseetion.

12.8. The following procedures shall be applicable to renewal of this Agreement pursuant to
Subsection 12.3:

12.8.1. FRANCHISEE shall give MRI written notice of FRANCHISEE's election to
renew or not to renew this Agreement not less than twelve months ser-mere-than-eighteen-months
prior to the end of the then—current term.

12.8.2. If FRANCHISEE fails to give MRI sueh-written notice, FRANCHISEE shall-bejs
deemed to have elected to renew this Agreement for a five year term on the same terms and
conditions contained in this Agreement.

12.8.3. If FRANCHISEE elects to renew this Agreement or is deemed to have elected to
renew this Agreement and MRI determines that FRANCHISEE has not met the conditions for
renewal and MRI chooses not to waive suchthese conditions, MRI shall give FRANCHISEE
written notice of such-determinations-its decision, and MRI shall terminate this Agreement upon
60 days’ notice.

12.8.4. If FRANCHISEE elects to renew this Agreement or is deemed to have elected to
renew this Agreement and MRI determines that FRANCHISEE has met the conditions for
renewal, MRI may submit the documents provided for in Subsection 12.3 netless-than-three
men%hs—pﬂeﬁe»ﬂae-eﬁd—eﬁhe%eﬂ—e&%ﬂﬁeﬁﬁ—and FRANCHISEE shall execute and deliver it to
MRI within twe-menthsone month after its receipt, and should FRANCHISEE fail to do so, this
Agreement shall terminate at the end of the then current term. If MRI does not submit an
amendment to FRANCHISEE, or if MRI wm@s—nﬁ%ﬁﬂig—%h&@l%ﬁ;ﬂﬂ@&ﬁ&ﬂ%%
execute-and-deliver the-proposed-deeumentscontinues to provide support and services to
FRANCHISEE, this Agreement will automatically renew for an additional five years upon the
terms then contained in this Agreement as previously amended.

12.8.5. If FRANCHISEE elects not to renew this Agreement, either by giving MRI
notice of sueh-nonrenewal or by failing or refusing to execute the renewal amendment submitted
by MRI-{unless-waived-by-MRE);, this Agreement shall terminate at the end of the then current
term.

12.9. This Agreement may be terminated by FRANCHISEE without cause after the first five
yeats of the initial term and any time during a renewal term by giving MRI at least two menthsmonths’
written notice of the termination date, provided that FRANCHISEE shelis not-be in default of any of its
obligations at the time of giving notice, that FRANCHISEE shall comply with all of its obligations up
through the date of termination, that FRANCHISEE shalt-exeeute-suehexecutes any documents asrequired
by MRI-shal-require, and that FRANCHISEE shalt-pay-to-MRIpays a termination fee as provided in this
Subsection.
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The termination fee shall be based on the “Average Monthly Royalty Fee” determined by multiplying the
highest consecutive 12 months of FRANCHISEE’s Net Cash-In by the royalty fee rate stated in this
Agreement {plus-the-supplemental rovalty-fee-rater-if-ary)-and dividing the product by 12. If the
termination occurs during the initial term, the Termination Fee shall-equalequals the Average Monthly
Royalty Fee multiplied by the lesser of (i) 60 or (ii) the number of months remaining in the initial term. _If
the termination occurs during a renewal term, the Termination Fee shall-egualequals the Average Monthly
Royalty Fee multiplied by the lesser of (i) 36 or (ii) the number of months remaining in the renewal term.
If FRANCHISEE’s Net Cash-In for any month/year is less than the minimum royalty fee for that year or
month, then the minimum royalty fee shall be substituted for that month or year. The termination fee
shadimust be paid in full prior to the termination date or the termination shall not be effective. MRI shait
kavehas the right to examine FRANCHISEE’s books and records within 90 days after the termination
date to satisfy itseif that the correct termination fee and other fees were paid. FRANCHISEE
acknowledges that FRANCHISEE's Net Cash-In may reasonably be expected to increase during the
portion of the term after the termination date at a rate greater than inflation, as result of which the
termination fee is expected to be substantially less than the royalty fees MRI would receive if this
Agreement werewas not terminated pursuant to this Section, even after reducing suek the projected fees
to present value.

1t is not the intention of Section 12.9. to apply to the termination of the Franchise Agreement, where
either by choice or il] health, FRANCHISEE decides to leave the recruiting and staffing business
permanently. If either by choice or ill health FRANCHISEE elects to leave the staffing and recruiting
business permanently, and wishes to terminate the Franchise Agreement, MRI will enter into an
agreement terminating the Franchise Agreement without penalty. However, this agreement will contain a

provision that if FRANCHISEE re-enters the staffing and recruiting business in any way, within two
vears after the termination date, the fees specified in this section will be enforced.

13. RIGHTS UPON EXPIRATION AND TERMINATION

13.1. Upon the expiration or termination of this Agreement, unless it has been renewed in
accordance with Subsection 12.3, FRANCHISEE shall:

13.1.1. not later than the effective date of expiration or termination, cease and thereafter
forever abstain from using the MRI Proprietary Marks and any service marks, names, symbols or
slogans furnished by MRI to any of its licensees or used by MRI or any of its affiliates, and any
other service marks, names or slogans used by FRANCHISEE in the conduct of FRANCHISEE's
business pursuant to this Agreement, including but not limited to, the following words, phrases
and initials: “Management,” “Recruiters,” “Recruiter,” “Sales,” “Consultants,” “Compu,”
“Search,” “MR,” “MRI],” “CS,” “SC,” “SCI,” “OM 5,” “Office,” “Mates,” “Five,” “Network”,
“Day”, “Star”, or any combination of the words resulting in the initials “MR,” “MRI,” “SC,”
“SCL” “OM,” “OM 5,” or “CS,” in any manner and shall cause any registration of saidthese
service marks, names or slogans to be withdrawn and cause FRANCHISEE's corporate, company,
or partnership names to be immediately withdrawn, cancelled or changed to a name that is not
similar or in any way related to the aforementioned service marks, names, slogans, words, phrases
or initials. In addition to the above, prohibifed use includes, but is not limited to, using the Marks
on any website or social networking site. Upon written request of MRI, FRANCHISEE shail
execute immediately all such-documents as may be necessary or desired by MRI to assign or
transfer to MRI (or any person designated by it) and to confirm its ownership of and right to use
all of the foregoing names, service marks, slogans, words, phrases or initials; (it being understood
and agreed that nothing contained in this Subséction shall be construed as implying any grant of [ Form
rights in or to any names or marks other than as expressly granted in Subsection 1.1. efthis
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Agpreementy:of this Agreement); FRANCHISEE may retain an use its Private Brand after
termination or expiration if it does not contain the MRI Proprietary Marks;

13.1.2. not later than the effective date of expiration or termination, cease and thereafter

= & in connection with any MRI Marks,
FRANCHISEE may continue to use any telephone numbers and listings not used in connection

with the MRI Marks. FRANCHISEE shall also cancel all Yellow Pages advertising and other
telephone book, Internet and directory listings that bear the MRI Marks no later than the effective
date of expiration or termination;

13.1.3. not later than the effective date of expiration or termination, destroy or return to
MR, freight prepaid, all instructions, operations manuals, DVDs, CDs, videocassettes, training
manuals, computer software and documentation, applications, books, forms and materials, and
other documents bearing any of the Marks or any other mark, name or slogan furnished or used
by MRI or Franchise-Services-or-containing any copyrighted, patented, proprietary, or
confidential material of MR I-o+Franehise-Services, and thereafter shall not retain or use any of
sueh-documents and materials or any copies; and MR I-and-Franchise-Services-each is hereby
authorized and empowered peaceably to take possession of the foregoing documents and
materials;

13.1.4. not later than the effective date of expiration or termination, cease using and
relinquish any rights whatsoever in and to any of the service marks, trade names or symbols, and
any information secured hereunder and saidthe rights shall revert to MR. This section does not
apply to any Private Brand that is not used in connection with any MRE Marks

13.1.5. not later than the effective date of expiration or termination, cease and thereafier
forever abstain from using the URL and Internet addresses used for FRANCHISEE's business and
immediately cause the URL and Internet addresses to be transferred and assigned to MRI. This
section does not apply to any URL that does not contain the MRI Marks;

13.1.6. continue to make, so as to be received by MRI by the tenth day of each of the
succeeding months, the reports provided for in Section 2 above, and to continue to make the
payments of the royalty and marketing and public relations fees in the manner and at the rates
specified in Section 2 above, for any placements that were made or services provided by
FRANCHISEE during the term of this Agreement but for which payment to FRANCHISEE was
made after the term of this Agreement; and

13.1.7. provide, within 30 days after the request, copies of those books, papers, records
and materials described in Subsection 6.17 that have been requested by MRL

13.2. FRANCHISEE hereby irrevocably constitutes and appoints MRI-erFranchise-Services, and
each-oftheirits officers as FRANCHISEE's attorneysattorney-in-fact-each-of whom-may-act-separately;
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to execute all instruments and to do all things necessary for accomplishing those acts required by
FRANCHISEE under this Section if FRANCHISEE fails to perform these-aets-asthe post-termination
obligations required by this Agreement. Furthermore-upenUpon demand, FRANCHISEE immediately
shall pay to MRI all costs and expenses, including reasonable attorney's fees, incurred by MRI ¢
Eranchise-Services, hereunder-to-accomplish-said-actsand to finalize the post termination obligations.

13.3. Upon the effective date of expiration or termination of this Agreement, all money owing to
MRYI, if any, (including any monies due on the franchise fee specified in Subsection 2.1, and royalty or
marketing and public relations fees at the rates specified in Subsections 2.2.1 and 2.2.2 for placements
that were made or services that were provided by FRANCHISEE for which payment is made to
FRANCHISEE on or before the effective date of expiration or termination) shall immediately become due
and payable notwithstanding any contrary or inconsistent provision of this Agreement, any note, or other
documents, and FRANCHISEE shall pay sameany monies due and owing on such-date:or before the date
of termination or expiration, After the effective date of expiration or termination, MRI shel-beis under
no obligation to repay any monies theretoforepreviously paid to MRI by FRANCHISEE, unless any of
saidthe monies represent overpayments not previously credited to FRANCHISEE's account.

13.4. FRANCHISEE agrees that-the-issuanee-of an injunction enjoining any violation of terms of
this Section and/or compelling compliance with such terms is appropriate and proper relief for any such
violation.

14. INDEMNIFICATION

14.1. The parties hereto acknowledge that this Agreement is one of license only, that
FRANCHISEE is acting independently in FRANCHISEE's own business and is not authorized to act for
or on behalf of MRI and Franelise-Serviees-that MRI-and-Franchises-Servicesyare, is not authorized to
direct the day to day operations of FRANCHISEE's business, or the acts of FRANCHISEE's agents or
employees, and that none of the acts or commitments of FRANCHISEE shall in any manner bind or
obligate MRI-exFranehise-Serviees.

14.2. FRANCHISEE shall indemnify and save MRI-and-Franchise-Serviees harmless from all
actions, claims, and demands arising out of FRANCHISEE's activities and any claims that the Private
Brand Name infringes upon the rights of a third party, and to reimburse MRI-and-Franchise-Serviees; for
any and all costs, damages and expenses, including reasonable attorney's fees, which any of them pays or
becomes obligated to pay by reason of any-suchFRANCHISEE’s activities or-sueh claim of infringement.
This Subsection shall not be construed to void or limit any of the other rights granted to MRI or Eranchise
Serviees-orduties assumed by FRANCHISEE pursuant to this Agreement.

14.3. Subject to the provisions of Section 8.3, MRI shall indemnify and save FRANCHISEE
harmless from all actions, claims, and demands arising out of MRI’s activities and any claims that any of
the service marks licensed under this Agreement infringe upon the rights of a third party. MRI shall
indemnify and save FRANCHISEE harmless from all actions, claims, and demands arising out of MRI's
er-Eranchise-Servicesactivities. The indemnifying party shall reimburse FRANCHISEE for any and all
costs, damages, and expenses, including reasonable attorney's fees, which FRANCHISEE pays or
becomes obligated to pay by reason of any such activities or claims of infringement. FRANCHISEE shall
provide MRI with immediate notice of all actions, claims, and demands received by FRANCHISEE and
immediately provide MRI with copies of all papers and pleadings received by FRANCHISEE. The | Form
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indemnifying party shall have complete control over the conduct of all litigation and overall settlement
discussions. This Subsection shall not be construed to void or limit any of the other rights granted to
FRANCHISEE or duties assumed by MRI pursuant to this Agreement.

14.4. If legislation enacted by or regulation of any governmental body prevents FRANCHISEE
from conducting business pursuant to this Agreement, MRI shall not be held liable for damages or be
required to indemnify FRANCHISEE in any manner whatsoever or to return any monies received from
FRANCHISEE.

15. CONFIDENTIALITY

15.1. FRANCHISEE acknowledges and agrees that the manuals, DVDs, CDs,-videes and
computer software and documentation concerning the conduct of the business covered by this Agreement,
and any other data, information and methods of operation that are received by FRANCHISEE from MRI
are and shall be treated as confidential and are for the sole and exclusive use of FRANCHISEE only
during the term of this Agreement in FRANCHISEE's operation of the office at the Location that is
franchised under this Agreement, but not thereafter, or elsewhere, or for any other purpose.

15.2. FRANCHISEE agrees not to copy suchthe MRI material or divulge sueh-matesial it,
directly or indirectly, to any other person_or entity at any time, except as may be necessary or desirable to
employees of FRANCHISEE during the term of this Agreement.

15.3. FRANCHISEE shall not use, or permit to be used, in the operations of any business
(whether or not similar or substantially similar to or competing with the business covered by this
Agreement) any know-how, training programs, operations manuals, DVDs, CDs, videoeassettes;-training
manuals, computer software and documentation, or other data, information or expertise, obtained by
FRANCHISEE from MRI-erEranchise-Services.

15.4. FRANCHISEE agrees that the issuance of an injunction enjoining any violation of terms of
this Section and/or compelling compliance with such terms is appropriate and proper relief for any such
violation.

16. ARBITRATION

16.1. Except as provided in Subsection 16.3, all controversies, claims, disputes and matters in
question arising out of, or relating to, this Agreement or the breach thereof, or the relations between the
parties to this Agreement, shall be decided by arbitration in accordance with the Commercial Arbitration
Rules of the American Arbitration Association. Either party may apply to the American Arbitration
Association for a determination of the dispute as set forth in the notification thereof by the originating
party. The parties agree that the arbitration shall take place in Philadelphia County Pennsylvania, and
shall be governed by the law of the State of Pennsylvania and the Federal Arbitration Act, and shall be
final and judgment may be entered upon it in accordance with applicable law in any court having
jurisdiction thereof, including a federal district court, pursuant to the Federal Arbitration Act, except that
arbitrators shall be bound by the statute of limitations found in this Agreement. The fees and expenses of
the arbitrator shall be shared equally by both parties. In preparation for the arbitration hearing, each party
may utilize all methods of discovery authorized by the Federal Rules of Civil Procedure, and may enforce
the right to sueh-discovery in the manner provided by seidthe Rules and/or by the Pennsylvania Uniform
Arbitration Act.

16.2. The only parties to suek the arbitration, directly or by representation, shall be the parties to
this Agreement and their subsidiaries, provided that persons who are not parties to this Agreement but
who are officers, directors, members, and/or employees of the parties to this Agreement may participate

MRiMR Franchise Agreement March 2¢43— e e Page2014

Page 27 :

| Forme

‘4 Forms



upon their agreeing to be bound by suehthe arbitration. The only controversies, claims, disputes, or
matters in question that may be considered by the arbitrator are those arising out of, or relating to, this
Agreement or other agreements between MRI or its subsidiaries and FRANCHISEE, or the breach of
suchthese agreements, or the relations between the parties to this Agreement. The arbitration under this
Agreement may not proceed as a class action:, 10mt or representative action. No other arbitration
proceeding, controversy, claim, dispute, or matter in question may be included, consolidated, or joined
with the arbitration under this Agreement.

16.3. Controversies, disputes, and matters in question regarding the filing of any report and the
payment of any fees or other sums required to be paid by FRANCHISEE under the terms of this
Agreement are excludable from the foregoing arbitration procedure, at the option of MR1

- 16.4. MRI and-Franchise-Services-may-eaeh seek temporary and preliminary injunctive relief
from any court having jurisdiction over the controversy and the parties in order to protect their rights set
forth in Sections 8, 11, 13, and 15, while engaging or preparing to engage in arbitration of suchthe issues.

17. CAPTIONS AND TERMINOLOGY

17.1. The captions to each section herein are used solely for convenience and are not a part of
this Agreement, or to be used in interpreting it.

17.2. Whenever the singular number is used in this Agreement and when required by the context,
the same shall include the plural. The masculine gender shall include the feminine as well as the neuter
gender. The word “person” shall include an individual, corporation, firm, association, company,
partnership, or other entity. If FRANCHISEE is more than one person, they shall be bound jointly and
severally.

18. NOTICES

18.1. Any notice required hereunder or desired to be given by either party to the other shall be by
the United States registered, certified, or express mail, postage prepaid, return receipt requested or by
commercial courier service with confirmed delivery. If suehthe registered certified, express mail or
courier delivery is refused, unclaimed, or undeliverable, notice may be given personally or by telegram,
mailgram, ordinary mail, commercial courier service, fax, electronic mail, or any other commercially
reasonable method.

18.2. Notices to MRI shall be addressed to their then principal places of business and to
FRANCHISEE at FRANCHISEE's principal place of business or FRANCHISEE's residence address as
such addresses are then currently listed on the records of MRI.

19. CONSENT

19.1. Whenever the consent or approval of MRI is required herein, the consent or approval shall
not be unreasonably withheld, unless the consent or approval is expressly vested in the business judgment
of MRL

20.  TIME OF THE ESSENCE
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20.1. In construing and applying the terms and provisions of the Agreement, time shall be of the
essence in each instance.

PAR APPLICABLE LAW and STATUTE OF LIMITATIONS

21.1. This Agreement shall be deemed an offer by FRANCHISEE and shall become binding
when accepted by MRI at its principal offices. This Agreement and all matters relating to or arising out
of the relationship between the parties shall be governed in all respects by the laws of the Commonwealth
of Pennsylvania applicable to agreements made and to be entirely performed in suehthe Commonwealth,
except as provided below, which laws shall prevail in the event of any conflict of laws.

21.2._ FRANCHISEE must bring any claim or lawsuit relating to this Agreement no more than <

three (3) years after the date that any dispute arises from this Agreement.

22. CONSENT TO JURISDICTION

22.1. FRANCHISEE hereby irrevocably agrees that any action or proceeding arising out of or
relating to this Agreement may be brought in the courts of the Commonwealth of Pennsylvania or in the

United States District Court for the Eastern District of Pennsylvanig as MRI may elect. By executionand ..~

delivery of this Agreement, FRANCHISEE hereby irrevocably accepts and submits generally and
unconditionally, for itself and with respect to its property, to the jurisdiction of any suehthe court in any
suehthe action or proceeding, and hereby waives, to the extent permitted by applicable law, defenses
based on jurisdiction, venue or forum non conveniens. Nothing herein shall affect the right of MRI to
commence legal proceedings or otherwise proceed against FRANCHISEE in any other jurisdiction or
forum or affect the obligations of the parties relating to arbitration.

23. MODIFICATION OR WAIVER

23.1. A modification or waiver of any of the provisions of this Agreement shall be effective only
if made in writing and executed with the same formality as this Agreement. This limitation on
modification is not subject to oral rescission, modification, or waiver. The failure of any party to insist
upon strict performance of any of the provisions of this Agreement shall not be construed as a waiver of
any subsequent defaults of the same or different nature.

24. SEVERABILITY

24.1. The provisions of this Agreement are severable, it being the intention of the parties that
should any provision be found invalid, seehthis invalidity shall not affect the remaining provisions, but
the same shall remain in full force and effect as though suehthe invalid provision had not been heren
contained in this Agreement.

25. ENTIRE AGREEMENT

T —————— e e e AT oo ]

MRIMR Franchise Agreement March 2643———— oo oo —————Page2 014
Pagg29 -

-1 Form

miTm
eie
- -
313
ol

-
o
s 3
g
a3

al

Forme

:



25.1. This Agreement contains the entire agreement between MRI and FRANCHISEE, and there
are no representations, inducements, arrangements, promises or agreements outstanding between them,
either oral or in writing, other than those, contained in this Agreement and in the Franchise Disclosure .. -{ Forme
Document. Nothing in this Agreement is. intended to disclaim the representations made by MRI in the
Franchise Disclosure Document that was given to you.

26. SUCCESSORS AND ASSIGNS

26.4Fhis], This Agreement shall be binding upon and shall inure to the benefit of MRI, its
subsidiaries  and #stheir successors and assigns, and shall be binding upon and shall inure to the benefit
of FRANCHISEE and FRANCHISEE's heirs, personal representatives (including guardians), but only
those assignees of FRANCHISEE whose rights were acquired with the consent of MRI.

27. ACKNOWLEDGMENTS

27.1. FRANCHISEE acknowledges that FRANCHISEE has conducted an independent
investigation of the business contemplated by this Agreement and recognizes that it involves business
risks, and that making a success of the venture is largely dependent upon his own business abilities. MRI
expressly disclaims the making of, and FRANCHISEE acknowledges that FRANCHISEE has not
received nor relied upon any representation, warranty or guaranty, expressed or implied, as to the
potential volume, profits or success of the business venture contemplated by this Agreement, except as
expressly set forth in the Franchise Disclosure Document provided to FRANCHISEE.

27.2. FRANCHISEE hereby-expressly warrants that FRANCHISEE has no knowledge of any
representation about the franchisefranchised business, by MR1 or its officers, directors, shareholders,
employees, agents or servants that is contrary to the terms of this Agreement or the documents referred to
herein. FRANCHISEE represents to MRI, as an inducement to its entry into this Agreement, that
FRANCHISEE has made no misrepresentations in obtaining this Agreement.

27.3. FRANCHISEE acknowledges that FRANCHISEE has received, read and understands this
Agreement, the attachments hereto and all disclosure documents delivered in connection herewith; that
FRANCHISEE has had ample time and opportunity to review suehthese documents with his own legal
counsel and other advisors of his own choosing and to consult with them about the potential benefits and
risks of entering into this Agreement; and that MRI has fully and adequately explained the provisions of
suehthese documents to the satisfaction of FRANCHISEE.

28. SAVINGS CLAUSE

28.1. If any of the provisions of this Agreement governing termination or nonrenewal are
inconsistent with applicable, valid and controlling statutes and/or regulations, then the inconsistent
provisions of suehthese statutes and/or regulations shall be deemed to be incorporated by reference in this
Agreement, and shall provide the substantive and procedural bases for exercising the rights of
termination; provided, however, that the portions of this Agreement that are not inconsistent shall
continue in full force and effect.

The parties have executed this Agreement to evidence their agreement fo its terms.

FRANCHISEE’S NAME
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MANAGEMENT RECRUITERS INTERNATIONAL,
INC.

By:
RebertlRomaineStuart Batchelor
President
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