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Explanatory Note

As previously reported, on February 12, 2015, Huron Consulting Group Inc. (the “Company”) completed its previously disclosed acquisition of Studer
Holdings, Inc., pursuant to an Agreement and Plan of Merger dated January 26, 2015. This Current Report on Form 8-K/A amends the Current Report on
Form 8-K filed by the Company with the Securities and Exchange Commission on February 13, 2015 (the “Original 8-K”) to include the financial statements
and the pro forma financial information required by Items 9.01(a) and 9.01(b), respectively, and to include the exhibits under Item 9.01(d) of this Form 8-
K/A.

The disclosures contained in the Original 8-K have not been updated to reflect events, results or developments that have occurred after the filing of the
Original 8-K, or to modify or update those disclosures affected by subsequent events. This Current Report on Form 8-K/A should be read in conjunction with
the Original 8-K.

Item 9.01. Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired

The audited consolidated financial statements of Studer Holdings, Inc. and Subsidiaries as of and for the years ended December 31, 2014 and 2013 are
filed as Exhibit 99.2 to this Form 8-K/A and are incorporated herein by reference.

(b) Pro Forma Financial Information

The unaudited pro forma condensed combined financial information of Huron Consulting Group Inc. and Studer Holdings, Inc. as of and for the year
ended December 31, 2014 and the notes related thereto are filed as Exhibit 99.3 to this Form 8-K/A and are incorporated herein by reference.

(d) Exhibits
 
Exhibit
Number  Exhibit

2.1*
  

Agreement and Plan of Merger, dated as of January 26, 2015, by and among Huron Consulting Group Inc., Texas Acquisition Inc., Studer
Holdings and Fortis Advisors LLC, solely in the capacity as stockholders’ and optionholders’ representative thereunder.

23.1   Consent of Lattimore Black Morgan & Cain, PC, Independent Auditor of Studer Holdings, Inc.

99.1*   Press release, dated February 13, 2015.

99.2
  

Audited Consolidated Financial Statements of Studer Holdings, Inc. and Subsidiaries as of and for the years ended December 31, 2014 and
2013.

99.3
  

Unaudited Pro Forma Combined Financial Information of Huron Consulting Group Inc. and Studer Holdings, Inc. as of and for the year ended
December 31, 2014 and the notes related thereto.

 

* Filed as an exhibit to the Original 8-K.
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hereunto duly authorized.
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Date: April 28, 2015 /s/ C. Mark Hussey
C. Mark Hussey

Executive Vice President, Chief Operating Officer,
Chief Financial Officer, and Treasurer
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Exhibit 23.1

CONSENT OF INDEPENDENT AUDITORS

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos. 333-119697, 333-137107, 333-166542, 333-181445,
and 333-196397) of Huron Consulting Group Inc. of our report dual dated March 12, 2015 and April 21, 2015 relating to the consolidated financial
statements of Studer Holdings, Inc. and Subsidiaries included in this Current Report on Form 8-K/A of Huron Consulting Group Inc.

/s/ Lattimore Black Morgan & Cain, PC

Brentwood, Tennessee
April 28, 2015
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Exhibit 99.2

STUDER HOLDINGS, INC.
AND SUBSIDIARIES

Consolidated Financial Statements

December 31, 2014 and 2013

(With Independent Auditors’ Report Thereon)
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INDEPENDENT AUDITORS’ REPORT

The Audit Committee and Stockholders
Studer Holdings, Inc.:

We have audited the accompanying consolidated financial statements of Studer Holdings, Inc. and Subsidiaries (a Delaware corporation), which are
comprised of the consolidated balance sheets as of December 31, 2014 and 2013, and the related consolidated statements of operations, changes in
stockholders’ equity, and cash flows for the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with accounting principles
generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in accordance with
auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures
selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting polices used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Studer Holdings, Inc.
and Subsidiaries as of December 31, 2014 and 2013, and the results of their operations and their cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Emphasis of Matter - Change in Accounting Method

As discussed in Note 19 to the consolidated financial statements, the Company has elected to change its method of accounting for goodwill, effective
January 1, 2013. Our report dated March 12, 2015 has been reissued to restate the change in accounting method. Our opinion is not modified with respect to
this matter.

/s/ Lattimore Black Morgan & Cain, PC

Brentwood, Tennessee
March 12, 2015, except for Notes 2(i), 2(q), 11 and 19, as to which the date is April 21, 2015
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Balance Sheets

December 31, 2014 and 2013
 
   

(Restated)
2014    

(Restated)
2013  

Assets     
Current assets:     

Cash and cash equivalents   $ 18,121,304    $ 16,762,381  
Accounts receivable - trade, net    15,846,250     9,395,524  
Other receivable    592,358     1,322,810  
Revenue earned in excess of billings    4,449,599     4,130,067  
Inventories    255,968     220,520  
Prepaid expenses    735,708     465,043  
Deferred income taxes    —       52,685  

    
 

    
 

Total current assets  40,001,187   32,349,030  
    

 
    

 

Property and equipment, net  3,715,691   449,239  
Capitalized software and website development costs, net  2,662,723   2,481,914  
Goodwill  154,514,230   154,514,230  
Intangible assets, net  25,517,501   34,452,504  
Loan costs, net  2,644,172   3,425,347  
Other assets  131,702   34,675  

    
 

    
 

Total assets $229,187,206  $227,706,939  
    

 

    

 

Liabilities and Stockholders’ Equity   
Current liabilities:

Current maturities of long-term debt $ 5,225,000  $ 6,725,000  
Accounts payable  1,600,436   1,691,549  
Deferred revenue  7,056,218   7,418,356  
Deferred income taxes  139,255   —    
Accrued liabilities:

Salaries and wages  6,271,473   5,519,179  
Interest  1,068,962   1,068,962  
Other  3,012,141   2,439,596  

    
 

    
 

Total current liabilities  24,373,485   24,862,642  
    

 
    

 

Non-current liabilities:
Noncurrent maturities of long-term debt  109,225,204   114,419,969  
Deferred income taxes  2,791,721   496,215  
Deferred lease incentive  1,337,961   —    

    
 

    
 

Total non-current liabilities  113,354,886   114,916,184  
    

 
    

 

Stockholders’ equity:
Common stock - Class A  116,000   116,000  
Common stock - Class B  3,536   3,536  
Additional paid-in capital  87,958,580   87,755,274  
Retained earnings  3,380,719   53,303  

    
 

    
 

Total stockholders’ equity  91,458,835   87,928,113  
    

 
    

 

Total liabilities and stockholders’ equity $229,187,206  $227,706,939  
    

 

    

 

See accompanying notes to the consolidated financial statements.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Statements of Operations

Years ended December 31, 2014 and 2013
 
   

(Restated)
2014   

(Restated)
2013  

Revenue   $77,599,726   $ 67,368,645  
Cost of sales    18,752,035    16,653,663  
Operating expenses:    

Other operating expenses    31,594,330    25,744,492  
Loss on disposal of property and equipment    79,772    —    
Stock compensation expense    804,928    909,635  
Depreciation and amortization    11,360,950    11,162,175  

    
 

   
 

Total operating expense  43,839,980   37,816,302  
    

 
   

 

Operating income  15,007,711   12,898,680  
    

 
   

 

Other income (expense):
Interest income  267   26,203  
Interest expense  (9,154,485)  (9,910,816) 
Other expenses  (34,694)  (2,954,228) 

    
 

   
 

Total other income (expense)  (9,188,912)  (12,838,841) 
    

 
   

 

Income before income taxes  5,818,799   59,839  
Income tax expense  2,487,446   106,743  

    
 

   
 

Net income (loss) $ 3,331,353  $ (46,904) 
    

 

   

 

See accompanying notes to the consolidated financial statements.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Statements of Changes in Stockholders’ Equity

Years ended December 31, 2014 and 2013
 

   

Class A
Common Stock
$.001 Par Value   

Class B
Common Stock
$.001 Par Value   

Additional
Paid-in
Capital   

(Restated)
Retained
Earnings   

Noncontrolling
Interest in
Investee   

Total
Stockholders’

Equity  
Balance at December 31, 2012   $ 116,000    $ 3,536    $118,816,224   $ 100,207   $ 268,818   $119,304,785  
Dividends paid to stockholders    —       —       (31,970,585)   —      —      (31,970,585) 
Stock-based compensation    —       —       909,635    —      —      909,635  
Distribution to members    —       —       —      —      (268,818)   (268,818) 
Net loss    —       —       —      (46,904)   —      (46,904) 

    
 

    
 

    
 

   
 

   
 

   
 

Balance at December 31, 2013  116,000   3,536   87,755,274   53,303   —     87,928,113  
Dividends paid to stockholders  —     —     (601,622)  (3,937)  —     (605,559) 
Stock-based compensation  —     —     804,928   —     —     804,928  
Net income  —     —     —     3,331,353   —     3,331,353  

    
 

    
 

    
 

   
 

   
 

   
 

Balance at December 31, 2014 $ 116,000  $ 3,536  $ 87,958,580  $3,380,719  $ —    $ 91,458,835  
    

 

    

 

    

 

   

 

   

 

   

 

See accompanying notes to the consolidated financial statements.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Years ended December 31, 2014 and 2013
 
   

(Restated)
2014   

(Restated)
2013  

Cash flows from operating activities:    
Net income (loss)   $ 3,331,353   $ (46,904) 

    
 

   
 

Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Bad debts  288,631   327,046  
Depreciation and amortization  11,360,950   11,162,175  
In kind interest  —     403,869  
Stock compensation expense  804,928   909,635  
Deferred income taxes  2,487,446   106,743  
Loss on disposal of property and equipment  79,772   —    

(Increase) decrease in operating assets:
Receivables  (6,008,905)  (3,272,976) 
Revenue earned in excess of billings  (319,532)  (655,024) 
Inventories  (35,448)  41,726  
Prepaid expenses  (270,665)  (82,594) 
Other assets  (97,027)  (3,630) 

Increase (decrease) in operating liabilities:
Accounts payable  (91,113)  268,239  
Deferred revenue  (362,138)  547,600  
Accrued liabilities  1,101,845   1,572,731  

    
 

   
 

Total adjustments  8,938,744   11,325,540  
    

 
   

 

Net cash provided by operating activities  12,270,097   11,278,636  
    

 
   

 

Cash flows from investing activities:
Capital expenditures  (3,610,850)  (2,092,072) 

    
 

   
 

Net cash used by investing activities  (3,610,850)  (2,092,072) 
    

 
   

 

Cash flows from financing activities:
Distributions to members  —     (268,818) 
Dividends to stockholders  (605,559)  (31,970,585) 
Repayments of borrowings  (6,694,765)  (12,540,420) 
Proceeds from issuance of borrowings  —     31,498,890  
Payments of loan costs  —     (162,418) 

    
 

   
 

Net cash used by financing activities  (7,300,324)  (13,443,351) 
    

 
   

 

Increase (decrease) in cash and cash equivalents  1,358,923   (4,256,787) 
Cash and cash equivalents at beginning of year  16,762,381   21,019,168  

    
 

   
 

Cash and cash equivalents at end of year $18,121,304  $ 16,762,381  
    

 

   

 

See accompanying notes to the consolidated financial statements.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

December 31, 2014 and 2013
 
(1) Nature of operations

The Company is a healthcare consulting firm devoted to coaching and teaching evidence-based tools and tactics that organizations use to create and
sustain cultures of service and operational excellence. The Company consults with healthcare organizations throughout the United States.

 
(2) Summary of significant accounting policies
 

 (a) Organization and basis of presentation

Studer Holdings, Inc. (“Holdings”) acquired Studer Group, L.L.C. through Studer Acquisition Company, Inc. on September 29, 2011 through a
series of transactions (the “Acquisition”). The consolidated financial statements include the accounts of Holdings and its wholly-owned
subsidiaries, Studer Group, L.L.C. (“SG”), Fire Starter Publishing, L.L.C., (“FSP”) and Studer Covenant Alliance, L.L.C. (“SCA”), (collectively,
“the Company”). Prior to August 2013, SCA was owned by the Company and another entity, each with a fifty percent interest in SCA. In August
2013, the Company purchased the remaining 50% interest.

 

 (b) Principles of consolidation and non-controlling interest

These consolidated financial statements include the accounts of entities in which the Company maintains a controlling financial interest. All
significant intercompany accounts and transactions have been eliminated in consolidation.

 

 (c) Cash and cash equivalents

The Company considers all highly liquid investments with an original maturity of three months or less than to be cash equivalents.

The Company periodically maintains cash and cash equivalents on deposit at banks in excess of federally insured amounts. The Company has not
experienced any losses in such accounts and management believes the Company is not exposed to any significant credit risk related to cash and
cash equivalents.

 

 (d) Accounts receivable

The Company reports trade receivables at net realizable value. Management determines the allowance for doubtful accounts based on historical
losses and current economic conditions. On a continuing basis, management analyzes delinquent receivables and, once these receivables are
determined to be uncollectible, they are written off through a charge against the allowance. The allowance for doubtful accounts as of
December 31, 2014 and 2013 was $491,547 and $473,043, respectively.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

December 31, 2014 and 2013
 
 (e) Inventories

Inventories are stated at the lower of cost or market. The cost of all inventories is determined by the first-in, first-out (FIFO) method. Inventories
consist of books and materials used in speaking and institute engagements.

 

 (f) Property and equipment

Property and equipment are recorded at cost. Expenditures for maintenance and repairs are charged to operations while expenditures which
significantly alter the asset or increase its useful life are capitalized. The cost and accumulated depreciation or amortization of assets sold or
retired are removed from the respective accounts. Any gain or loss from the sale or retirement of property and equipment is reflected in income.
Depreciation is provided primarily on the straight-line basis over the estimated useful lives (or lease term, if shorter, for leasehold improvements)
as follows:

 
   Years  
Leasehold improvements    5 - 7  
Furniture, fixtures and equipment    5  

 
 (g) Capitalized software costs and website development costs

The Company capitalizes certain computer software costs and website development costs when application development begins. This is generally
defined as the point when research and development have been completed, the project feasibility is established, and management has approved a
development plan. These costs are only capitalized if the development costs will result in specific additional functionality of the existing system,
and are capitalized at the point that application development begins. These costs are amortized on a straight-line basis over three years.

 

 (h) Revenue

The Company earns revenue from consulting contracts, national seminars, speaking events, software and transactional products. The contracts
entered into by the Company have different terms based on the scope and the deliverables of the engagement, the terms of which frequently
require judgments and estimates in recognizing revenues. The contracts are mainly fixed-priced contracts for coaching services, seminars,
materials and software products.

Revenue for coaching services, which makes up approximately 63% and 64% of revenue for the years ended December 31, 2014 and 2013,
respectively, is recognized on the straight-line basis over the length of the contract. All other revenue is recognized at the time the service is
provided or over the course of the product life.

The asset, “revenue earned in excess of billings,” represents revenues recognized in excess of amounts billed. The liability, “deferred revenue,”
represents billings in excess of revenues recognized.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

December 31, 2014 and 2013
 
 (i) Goodwill and other intangible assets

Goodwill represents the excess of the cost of an acquired entity over the fair values assigned to the tangible assets acquired, the identifiable
intangible assets that are required to be valued and reported and the liabilities assumed. Goodwill is not amortized, but reviewed by the Company
at least annually for impairment. Based on management’s evaluation of the Company’s goodwill as of December 31, 2014 and 2013, no
impairment has occurred.

Other intangible assets consist primarily of customer relationships and trade names and are amortized over their respective estimated economic
lives on a straight-line basis. The Company evaluates other intangible assets for impairment on an annual basis or more frequently if impairment
indicators arise. Based on management’s evaluation of the Company’s other intangible assets as of December 31, 2014 and 2013, no impairment
has occurred.

Loan costs are amortized on a straight-line basis over the term of the loan.
 

 (j) Income taxes

Studer Holdings, Inc. files a consolidated tax return as a “C” corporation. Income taxes are provided for the tax effects of transactions reported in
the consolidated financial statements and consist of taxes currently due plus deferred taxes. The deferred taxes represent the future tax return
consequences of those differences, which will either be taxable or deductible when the assets and liabilities are recovered or settled.

The Company applies the accounting guidance for uncertainty in income taxes using the provision of Financial Accounting Standards Board
(“FASB”) Accounting Standards Codification (“ASC”) 740, Income Taxes. Using that guidance, tax positions initially need to be recognized in
the consolidated financial statements when it is more-likely-than-not the positions will be sustained upon examination by the tax authorities.
Such tax positions initially and subsequently need to be measured as the largest amount of tax benefit that has a greater than 50% likelihood of
being realized upon ultimate settlement with the tax authority assuming full knowledge of the positions and relevant facts. The Company
believes that it has appropriate support for the income tax positions taken and to be taken on its tax returns and that its accruals for tax liabilities
are adequate for all open tax years (2011 and subsequent years for federal and state) based on an assessment of many factors including
experience and interpretations of tax laws applied to the facts of each matter.

The Company has concluded, as of December 31, 2014 and 2013, there are no significant uncertain tax positions, or interest and penalties,
requiring disclosure, and there are no material amounts of unrecognized tax. It is the Company’s policy to recognize interest and/or penalties
related to income tax matters in income tax expense. The Company files U.S. Federal and various state income tax returns which are open to
examination in periods subsequent to December 31, 2010.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

December 31, 2014 and 2013
 
 (k) Stock-based compensation

The Company sponsors stock-based compensation plans, which are more fully described in Note 17. The Company accounts for these plans
using a fair value based method whereby compensation cost is measured at the grant date based on the value of the award and is recognized over
the service period, which is usually the vesting period.

 

 (l) Advertising and promotion costs

Advertising costs are expensed as incurred. Advertising expense was $957,933 and $899,499 for the years ended December 31, 2014 and 2013,
respectively.

 

 (m) Shipping and handling costs

Costs incurred for shipping and handling of goods sold to customers are included in operating expenses in the consolidated statements of income.
Shipping and handling costs totaled $330,688 and $390,604 for the years ended December 31, 2014 and 2013, respectively.

 

 (n) Realization of long-lived assets

Management evaluates the recoverability of the investment in long-lived assets and certain identifiable intangibles on an ongoing basis and
recognizes any impairment in the year of determination. It is reasonably possible that relevant conditions could change in the near term and
necessitate a change in management’s estimate of the recoverability of these assets; however, as of December 31, 2014 and 2013, based on
management’s evaluation, no impairment exists.

 

 (o) Fair value of financial instruments

Fair value is a market-based measurement, not an entity-specific measurement. Therefore, a fair value measurement should be determined based
on the assumptions that market participants would use in pricing the asset or liability. As a basis for considering market participant assumptions
in fair value measurements, fair value accounting standards establish a fair value hierarchy that distinguishes between market participant
assumptions based on market data obtained from sources independent of the reporting entity including quoted market prices in active markets for
identical assets (Level 1), or significant other observable inputs (Level 2) and the reporting entity’s own assumptions about market participant
assumptions (Level 3). The Company does not have any fair value measurements using significant unobservable inputs (Level 3) as of
December 31, 2014 and 2013.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

December 31, 2014 and 2013
 
 (a) Financial instruments

The carrying amount of financial instruments, consisting primarily of cash, accounts receivable, revenue earned in excess of
billings, accounts payable, accrued expenses and other current liabilities, deferred revenue, notes payable, and current installments
of long-term debt, approximate their fair value due to their relatively short maturities. Long-term debt and notes payable are carried
at amortized cost, which approximates fair value.

 

 (b) Non-financial assets

The Company’s non-financial assets, which primarily include property, plant and equipment, goodwill and intangible assets and
other noncurrent assets, are not required to be measured at fair value on a recurring basis. However, if certain triggering events
occur, or if an annual impairment test is required and the Company is required to evaluate the non-financial instrument for
impairment, a resulting asset impairment would require that the non-financial asset be recorded at the fair value. During the years
ended December 31, 2014 and 2013, the Company did not measure any non-financial assets or recognize any amounts in earnings
related to changes in fair value for non-financial assets.

 

 (p) Use of estimates

The preparation of consolidated financial statements in conformity with generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

 

 (q) Subsequent events

The Company has evaluated subsequent events and transactions that occurred between December 31, 2014 and March 12, 2015, which is
the date the consolidated financial statements were available to be issued, for possible recognition or disclosure in the consolidated
financial statements. See also Note 19 for reissuance of report on April 21, 2015.

 

 (r) Reclassifications

Certain reclassifications have been made to the 2013 consolidated financial statements in order for them to conform to the 2014
presentation. These reclassifications had no effect on stockholders’ equity or net loss as previously reported.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

December 31, 2014 and 2013
 
(3) Credit risk and other concentrations

The Company places its cash and cash equivalents with high credit quality financial institutions which provide FDIC insurance. The Company
performs periodic evaluations of the relative credit standing of these institutions and does not expect any losses related to such concentrations.

 
(4) Property and equipment

Property and equipment are summarized as follows for the years ended December 31, 2014 and 2013:
 

   2014    2013  
Leasehold improvements   $2,916,217    $ 46,515  
Furniture, fixtures and equipment    1,777,674     1,665,218  

    
 

    
 

 4,693,891   1,711,733  
Accumulated depreciation  (978,200)  (1,262,494) 

    
 

    
 

$3,715,691  $ 449,239  
    

 

    

 

Depreciation and amortization expense of property and equipment was $274,914 and $390,142 for the years ended December 31, 2014 and 2013,
respectively.

 
(5) Capitalized software and website development costs

Capitalized software and website development costs are summarized as follows for the years ended December 31, 2014 and 2013:
 

   2014    2013  
Costs   $ 7,517,087    $ 6,266,844  
Less accumulated amortization    (4,854,364)    (3,784,930) 

    
 

    
 

$ 2,662,723  $ 2,481,914  
    

 

    

 

Software development costs capitalized during 2014 and 2013 totaled approximately $1,578,000 and $1,801,000, respectively. Amortization expense
was $1,369,857 and $888,860 for the years ended December 31, 2014 and 2013, respectively.
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STUDER HOLDINGS, INC. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

December 31, 2014 and 2013
 
(6) Intangible assets

A summary of intangible assets as of December 31, 2014 and 2013 is as follows:
 

   2014  

   
Amortization
Period (Years)   

Allocated
Cost    

Accumulated
Amortization    Net  

Customer relationships – partners    6    $38,700,000    $20,962,499    $17,737,501  
Customer relationships – non-partners    3     1,300,000     1,300,000     —    
Trade names    7     14,000,000     6,500,000     7,500,000  
Developed technology    5     500,000     325,000     175,000  
Publishing content    5     300,000     195,000     105,000  

      
 

    
 

    
 

$54,800,000  $29,282,499  $25,517,501  
      

 

    

 

    

 

   2013  

   
Amortization
Period (Years)   

Allocated
Cost    

Accumulated
Amortization    Net  

Customer relationships – partners    6    $38,700,000    $14,512,500    $24,187,500  
Customer relationships – non-partners    3     1,300,000     974,996     325,004  
Trade names    7     14,000,000     4,500,000     9,500,000  
Developed technology    5     500,000     225,000     275,000  
Publishing content    5     300,000     135,000     165,000  

      
 

    
 

    
 

$54,800,000  $20,347,496  $34,452,504  
      

 

    

 

    

 

Amortization expense of intangible assets was $8,935,004 and $9,043,332 for the years ended December 31, 2014 and 2013, respectively.

Estimated aggregate amortization expense related to intangible assets for future years is as follows:
 

Year   Amount  
2015   $ 8,610,001  
2016    8,570,000  
2017    6,837,500  
2018    1,500,000  

    
 

$25,517,501  
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(7) Loan costs

Loan costs are summarized as follows for the years ended December 31, 2014 and 2013:
 

   2014    2013  
Costs   $ 5,205,377    $ 5,205,377  
Less accumulated amortization    (2,561,205)    (1,780,030) 

    
 

    
 

$ 2,644,172  $ 3,425,347  
    

 

    

 

Amortization expense of intangible assets was $781,175 and $839,841 for the years ended December 31, 2014 and 2013, respectively.

Amortization expense for loan costs is expected to be approximately $700,000 for the next four years.

 
(8) Line of credit

At December 31, 2014 and 2013, the Company had an $8,000,000 revolving line of credit with a financial institution with no outstanding balance. The
revolving line of credit is collateralized by the same credit agreement as Senior Funded Term Debt and expires in July 2018.

 
(9) Long-term debt

Long-term debt consisted of the following at December 31, 2014 and 2013:
 

   2014    2013  
Senior Funded Term Debt payable to various financial institutions, payable in

quarterly installments ranging from $1,106,250 to $1,659,375 through July
2018 plus interest at a variable rate (see below), at which time all unpaid
principal and accrued interest are due, secured by substantially all assets of
the Company.   $ 79,592,735    $ 86,287,500  

Junior Subordinated Promissory Notes, interest payable at 12% in regularly
scheduled payments, plus 2% payable in kind (PIK) interest added to
principal through July 2013, maturing January 2019, secured by the Credit
Agreement.    34,857,469     34,857,469  

    
 

    
 

Total  114,450,204   121,144,969  
Less current maturities of long-term debt  5,225,000   6,725,000  

    
 

    
 

Noncurrent maturities of long-term debt $109,225,204  $114,419,969  
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Future maturities of long-term debt are as follows as of December 31, 2014:
 

Year   Amount  
2015   $ 5,225,000  
2016    5,531,250  
2017    6,637,500  
2018    62,198,985  
2019    34,857,469  

    
 

 $114,450,204  
    

 

The Company has entered into two interest rate cap agreements to effectively lock in the interest rate exposure on the Senior Funded Term Debt in the
notional amount of $71,890,000 through December 31, 2014 and September 30, 2016, when the agreements expire. The interest rate caps were
designated and qualified as cash flow hedges under ASC 814, “Accounting for Derivatives and Hedging.” As a result of entering into the agreements,
the Company’s floor interest rate is 6% and its ceiling is 7.75% at December 31, 2014. The interest rate was 6% at December 31, 2014. The balance of
the interest rate caps, net of amortization expense, was $162,418 and $221,085 as of December 31, 2014 and 2013, respectively. They are included in
loan costs in the consolidated balance sheets and are amortized over the life of the loan.

The Company’s credit agreements with the various financial institutions contain certain restrictions and covenants. These financial covenants included
Total Funded Debt to EBITDA ratios, Senior Funded Term Debt to EBITDA ratios, fixed charge coverage ratios and capital expenditure restrictions.
As of December 31, 2014 and 2013, the Company was in compliance with all debt covenants and restrictions per the credit agreements.

The Company’s senior credit agreement also has an excess cash flow provision with respect to its debt maturity calculations. Within 120 days after the
end of each fiscal year, the Company is obligated to prepay an amount equal to the percentage of excess cash flow as defined under the credit
agreement. The amount of each such prepayment is applied to the outstanding senior funded debt until paid in full. As of December 31, 2014, the
Company has calculated this amount as approximately $800,000, which is included in current maturities of long-term debt.

 
(10) Sales tax liability

The Company has determined it was more likely than not required to collect sales and goods and services taxes from selected customers. This was due
primarily to changes in assessment of nexus with respect to tangible goods sold through its publishing operations. Accordingly, the Company recorded
a liability for the estimated taxes payable of $954,229 and $929,929 as of December 31, 2014 and 2013, respectively, which is included in other
accrued liabilities. Management believes that there are no significant amounts of unrecognized taxes as of December 31, 2014 and 2013.
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(11) Income taxes

The federal and state income tax expense is summarized as follows:
 

   2014    2013  
Deferred tax expense     

Federal   $2,041,485    $ 84,505  
State    445,961     22,238  

    
 

    
 

Total income tax expense $2,487,446  $106,743  
    

 

    

 

Net deferred income taxes as of December 31, 2014 and 2013 include the following amounts of deferred income tax assets and liabilities:
 

   Current    Long-term    Total  
       2014      
Deferred income tax assets   $ —      $ 11,589,444    $ 11,589,444  
Deferred income tax liabilities    (139,255)    (14,381,165)    (14,520,420) 

    
 

    
 

    
 

Net $(139,255) $ (2,791,721) $ (2,930,976) 
    

 

    

 

    

 

       2013      
Deferred income tax assets   $ 61,550    $ 9,486,817    $ 9,548,367  
Deferred income tax liabilities    (8,865)    (9,983,032)    (9,991,897) 

    
 

    
 

    
 

Net $ 52,685  $ (496,215) $ (443,530) 
    

 

    

 

    

 

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for income tax purposes. The major temporary differences that give rise to the deferred tax assets and liabilities are as
follows: amortization of intangible assets, depreciation of property and equipment, allowance for doubtful accounts, and net operating loss
carryforwards.

Federal and state net operating loss carryforwards of the Company approximate $8,400,000 at December 31, 2014 and begin expiring in 2022.
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(12) Defined contribution plan

The Company sponsors a defined contribution plan with a 401(k) feature covering substantially all employees of the Company who have attained the
age of 21 and completed one hour of service. Participants may contribute a percentage of their gross annual compensation, subject to certain
limitations. Participants may also contribute amounts representing distributions from other qualified defined benefit or defined contribution plans.
Participants direct the investment of their contributions into various investment options offered by the plan. Participants are immediately 100% vested
in their voluntary contributions plus actual earnings thereon. The Company does not provide matching or discretionary contributions to the individual
participants’ contributions. Upon termination of service or retirement, participants may receive their benefits in the form of either a lump sum
distribution of the entire vested balance or a single sum distribution of a portion of their entire vested balance.

 
(13) Related party transactions

At December 31, 2014 and 2013, Holdings owed a Board Member $500,000 in junior subordinated debt.

The Company entered into a new lease during 2014 with an entity which has common ownership (see Note 14). The Company paid the related party
approximately $241,000 for the year ended December 31, 2014.

 
(14) Operating leases

The Company leases certain property and equipment under operating leases. Certain leases can be extended under available renewal options. Future
minimum rental payments required under the operating leases that have initial or remaining noncancelable lease terms in excess of one year as of
December 31, 2014 is as follows:

 
Year   Amount  
2015   $ 754,000  
2016    736,000  
2017    678,000  
2018    678,000  
2019    689,000  
2020 and later years    1,300,000  

    
 

 $4,835,000  
    

 

Rent expense on operating leases totaled $612,715 and $405,517 in 2014 and 2013, respectively.

During 2014, the Company began leasing new office space under a long-term operating lease with an entity which has common ownership. In
connection with the new lease agreement, the Company received approximately $1,561,000 from the landlord as a lease incentive to assist with tenant
build-out expenditures. In accordance with accounting standards for leases, the Company deferred the lease incentive and is amortizing the incentive
over the life of the related lease agreement as a reduction in rental expense.
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(15) Contingencies

During a prior year, the Studer Group, L.L.C. filed suit against the Cleveland Clinic Foundation seeking declaratory judgment with respect to parties’
rights, liabilities, and obligations under an agreement with respect to intellectual property. Cleveland Clinic Foundation had counterclaimed seeking
certain damages. This contingent liability was transferred to the previous owners of Studer Group, L.L.C. in connection with the Acquisition. The
previous owners of Studer Group, L.L.C settled this litigation during 2014, with no material financial impact to the Company.

At this time, management is not aware of any claims or legal action or any pending or threatened litigation that might have a material impact on the
Company’s financial position, results of operations or cash flows. While management believes that the Company has adequate general and professional
liability coverage, subsequent claims could result in additional costs to the Company.

 
(16) Common stock

The total number of authorized shares of Studer Holdings, Inc.’s common stock is approximately 164 million shares with a $0.001 par value. The
common stock is issuable in two series, Series A voting common stock (150 million shares authorized, 116 million shares issued) and Series B
non-voting common stock (14 million shares authorized, 3.5 million shares issued).

 
(17) Stock options and restricted stock

During 2011, the Company adopted the 2011 Stock Option and Grant Plan (the “Plan”). The Plan offers stock options and restricted grants to key
employees to encourage continued employment by facilitating their purchase of an equity interest in the Company.

During 2011, the Company granted 3,486 shares of restricted stock and recognized $2,157,838 of expense related to these restricted stock grants.
Unrecognized compensation expense related to these restricted stock grants was $1,328,162 at the time of issuance. As of December 31, 2014 and
2013, unrecognized compensation was approximately $440,000 and $730,000, respectively.

Under the Plan, incentive stock options and restricted stock may be granted to directors, officers and key employees of the Company to purchase a
specified number of shares of common stock at a price not less than the fair market on the date of grant. Fair market value at date of grant is based upon
management estimates. Generally, options granted under the plan vest and become exercisable in five equal installments of 20% of the option shares on
each of the first five anniversaries of the date of grant and expire within ten years from the date of grant. Compensation expense related to stock options
and restricted stock were $804,928 and $909,635 during 2014 and 2013, respectively.
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The weighted average fair value of options granted is estimated using the Black-Scholes pricing model. The assumptions used in this model are as
follows for the years ended December 31:

 
   2014    2013  
Expected life (in years)    10     10  
Risk-free interest rate    2.48%     1.89%  
Volatility    16%     16%  
Underlying share price   $ 1.20    $ 1.15  

Stock option activity under the Plan for December 31, 2014 and 2013 is summarized as follows:
 

   Number of
shares  

  Option price
per share       

Balance, December 31, 2012    10,202,466    $ 1.02  
Granted    881,909    $ 1.15  
Exercised    —       N/A  
Forfeited    (233,489)   $ 1.00  

    
 

  

Balance, December 31, 2013  10,850,886  $ 1.03  
Granted  1,152,516  $ 1.19  
Exercised  —     N/A  
Forfeited  (1,000,735) $ 1.10  

    
 

  

Balance, December 31, 2014  11,002,667  $ 1.05  
    

 

  

As of December 31, 2014 and 2013, respectively, the weighted-average remaining contractual life of the outstanding options was approximately 7.7 and
7.6 years and approximately 5,400,000 and 3,600,000 of the outstanding options were exercisable under the Plans with a weighted-average exercise
price of $1.05. Total compensation cost for non-vested awards as of December 31, 2014 is approximately $1,510,000, and is expected to be recognized
over five years.
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A summary of the Company’s nonvested shares as of December 31, 2014 and 2013 and the years then ended is as follows:
 

 

  

Number of
shares  

  
Weighted
average

fair value 

    
    

Balance, December 31, 2012    8,608,607    $ 0.27  
Granted    881,909    $ 0.31  
Vested    (1,993,795)   $ 0.27  
Forfeited    (233,489)   $ 0.27  

    
 

  

Balance, December 31, 2013  7,263,232  $ 0.28  
Granted  1,152,516  $ 0.36  
Vested  (1,802,883) $ 0.28  
Forfeited  (1,000,735) $ 0.29  

    
 

  

Balance, December 31, 2014  5,612,130  $ 0.29  
    

 

  

 
(18) Supplemental disclosures of cash flow statement information
 

   2014    2013  
Interest paid   $9,154,485    $9,893,714  

    

 

    

 

Income taxes paid $ —    $ —    
    

 

    

 

During 2013, the Company incurred debt issuance costs of $1,175,391 which were included in borrowings from long-term debt.

During 2014, the Company received a tenant build-out allowance of approximately $1,561,000 in connection with an operating lease agreement (see
Note 14).

 
(19) Change in accounting method

Subsequent to the initial issuance of the Company’s consolidated financial statements for 2014 and 2013, the Company voluntarily changed its
accounting method for subsequent measurement of goodwill to evaluate goodwill for impairment annually, rather than amortizing goodwill as
permitted by the accounting alternative available to private companies.

The Company believes this accounting method is preferable as it harmonizes the Company’s accounting policies with those used by Huron Consulting
Group, Inc., which acquired the Company during 2015 (see Note 20). The accompanying audited financial statements and related notes have been
reissued and restated to reflect the impact of these changes retrospectively to 2013, when the accounting alternative was initially adopted.
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The following tables present the effects of the retrospective application of the voluntary change in accounting method to the 2014 consolidated
financial statements:

 
   

As Previously
Reported    Adjustments    As Restated  

Balance Sheet       
Goodwill   $ 123,611,374    $ 30,902,856    $154,514,230  
Deferred income tax assets    9,104,948     (9,104,948)    —    
Total assets    207,389,298     21,797,908     229,187,206  
Deferred income tax liabilities    139,255     2,791,721     2,930,976  
Total stockholders’ equity    72,452,648     19,006,187     91,458,835  

Statement of Operations       
Depreciation and amortization   $ 26,812,378    $(15,451,428)   $ 11,360,950  
Income tax expense (benefit)    (3,517,521)    6,004,967     2,487,446  
Net income (loss)    (6,115,108)    9,446,461     3,331,353  

The following tables present the effects of the retrospective application of the voluntary change in accounting method to the 2013 consolidated
financial statements:

 

   
As Previously

Reported    Adjustments    As Restated  
Balance Sheet       

Goodwill   $ 139,062,802    $ 15,451,428    $154,514,230  
Deferred income tax assets    5,448,172     (5,395,487)    52,685  
Total assets    217,650,998     10,055,941     227,706,939  
Deferred income tax liabilities    —       496,215     496,215  
Total stockholders’ equity    78,368,387     9,559,726     87,928,113  

Statement of Operations       
Depreciation and amortization   $ 26,613,603    $(15,451,428)   $ 11,162,175  
Income tax expense (benefit)    (5,784,959)    5,891,702     106,743  
Net loss    (9,606,630)    9,559,726     (46,904) 

The retrospective application did not have any effect on retained earnings as of January 1, 2013. The notes to the financial statements reflect any
necessary adjustments due to retrospective application.

 
(20) Subsequent event

On February 12, 2015, Studer Holdings, Inc. (“Studer Group”) was acquired by Huron Consulting Group Inc. (“Huron”). Under the terms of the merger
agreement, Huron acquired Studer Group for the base purchase price of $325 million, consisting of $323 million in cash and $2 million in Huron
common stock. The results of operations of Studer Group will be included within the Huron Healthcare segment. There has not been a completed
valuation of the assets acquired and liabilities assumed for this acquisition.
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Exhibit 99.3

UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

On February 12, 2015, Huron Consulting Group Inc. (“Huron,” “Company,” or “we”) completed its acquisition of Studer Holdings, Inc. (“Studer Group”)
pursuant to an Agreement and Plan of Merger. Huron acquired Studer Group in exchange for consideration with a fair value of approximately $325.5 million,
consisting of $323.3 million in cash and $2.2 million in Huron common stock. Refer to Note 2 “Acquisition of Studer Holdings, Inc.” for more detail on the
fair value of consideration transferred.

The following unaudited pro forma combined balance sheet as of December 31, 2014 gives effect to the Studer Group acquisition as if it had occurred on
December 31, 2014, combining the historical balance sheet of Huron and Studer Group as of December 31, 2014. The unaudited pro forma combined
statement of earnings for the year ended December 31, 2014 gives effect to the Studer Group acquisition as if it had occurred on January 1, 2014, combining
the historical results of Huron and Studer Group for the year ended December 31, 2014. The pro forma balance sheet and statement of earnings are hereafter
collectively referred to as the “Pro Forma Financial Information”. The Pro Forma Financial Information is unaudited and does not purport to represent what
the combined balance sheet would have been if the Studer Group acquisition had occurred on December 31, 2014 or what the combined statement of earnings
would have been if the Studer Group acquisition had occurred on January 1, 2014, or what those results will be for any future periods.

The Pro Forma Financial Information is based upon the historical financial statements of Huron and Studer Group and has been adjusted to reflect factually
supportable items that are directly attributable to the acquisition, and, with respect to the statement of earnings only, are expected to have a continuing impact
on the combined results. The adjustments do not reflect cost savings, operating synergies, or revenue enhancements expected to result from our acquisition of
Studer Group or the costs to achieve any such cost savings, operating synergies, or revenue enhancements. The adjustments are based upon currently
available information and certain assumptions, and therefore, the actual adjustments will likely differ from the pro forma adjustments. The Pro Forma
Financial Information included herein was prepared using the acquisition method of accounting for the business combination in accordance with accounting
principles generally accepted in the United States of America. The fair value amounts assigned to the identifiable assets acquired and liabilities assumed as of
February 12, 2015 are considered preliminary and subject to change as we finalize the purchase accounting of Studer Group.

The Pro Forma Financial Information has been compiled from the following sources with the following unaudited adjustments:
 

 
•  U.S. Generally Accepted Accounting Principles (“U.S. GAAP”) financial information for Huron has been derived without adjustment from

Huron’s audited consolidated balance sheet and statement of earnings as of and for the year ended December 31, 2014, contained in Huron’s
Annual Report on Form 10-K filed with the Securities and Exchange Commission (“SEC”) on February 24, 2015; and

 

 •  U.S. GAAP financial information for Studer Group has been derived from Studer Group’s audited consolidated balance sheet and statement of
operations as of and for the year ended December 31, 2014, contained in this Form 8-K/A.

Certain reclassification adjustments were made to the financial information for Studer Group in order to conform to the presentation of Huron’s historical
consolidated balance sheet and statement of earnings. Refer to Note 1 “Basis of Pro Forma Presentation” for more information on the reclassification
adjustments made.

The Pro Forma Financial Information should be read in conjunction with:
 

 •  The accompanying notes to the Pro Forma Financial Information;
 

 •  The audited consolidated financial statements of Huron as of and for the year ended December 31, 2014 and the related notes relating thereto as
presented in Huron’s Annual Report on Form 10-K filed with the SEC on February 24, 2015; and

 

 •  The audited consolidated financial statements of Studer Group as of and for the year ended December 31, 2014 and the related notes thereto
included in this Current Report on Form 8-K/A.
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HURON CONSULTING GROUP INC.
Unaudited Pro Forma Combined Balance Sheet

As of December 31, 2014
(In thousands)

 
   Historical            

   

Huron
Consulting
Group Inc.    

Studer
Holdings,

Inc.    
Reclassification

Adjustments   
Pro Forma

Adjustments  
Pro Forma
Combined  

Assets         
Current assets:         

Cash and cash equivalents   $ 256,872    $ 18,121    $ —     $ (239,458)(a)  $ 35,535  
Receivables from clients, net    98,640     15,846     —      —      114,486  
Other receivable    —       592     (592)(1)   —      —    
Unbilled services, net    91,392     4,450     —      —      95,842  
Inventories    —       256     —      —      256  
Income tax receivable    8,125     —       —      —      8,125  
Deferred income taxes, net    14,772     —       —      4,383(b)   19,155  
Prepaid expenses and other current assets    16,358     736     592(1)   —      17,686  

    
 

    
 

    
 

   
 

   
 

Total current assets  486,159   40,001   —     (235,075)  291,085  
Property and equipment, net  44,677   3,716   999(2)  —     49,392  
Capitalized software and website development costs, net  —     2,663   (2,663)(2)  —     —    
Long-term investment  12,250   —     —     —     12,250  
Loan costs, net  —     2,644   (2,644)(3)  —     —    
Other non-current assets  20,998   132   4,308(2),(3)  (4,308)(c),(e)  21,130  
Deferred income taxes, net  —     —     —     —     —    
Intangible assets, net  24,684   25,517   —     71,983(c)  122,184  
Goodwill  567,146   154,514   —     82,172(d)  803,832  

    
 

    
 

    
 

   
 

   
 

Total assets $1,155,914  $229,187  $ —    $ (85,228) $1,299,873  
    

 

    

 

    

 

   

 

   

 

Liabilities and stockholders’ equity
Current liabilities:

Accounts payable $ 11,085  $ 1,600  $ —    $ —    $ 12,685  
Accrued expenses  17,089   4,082   —     (244)(e),(h)  20,927  
Accrued payroll and related benefits  106,488   6,271   —     —     112,759  
Current maturities of long-term debt  28,750   5,225   —     (5,225)(e)  28,750  
Accrued consideration for business acquisitions  226   —     —     —     226  
Deferred revenues  12,738   7,056   —     (838)(f)  18,956  
Deferred income taxes, net  —     139   —     (139)(b)  —    

    
 

    
 

    
 

   
 

   
 

Total current liabilities  176,376   24,373   —     (6,446)  194,303  
Non-current liabilities:

Deferred compensation and other liabilities  10,838   —     —     —     10,838  
Long-term debt, net of current portion  327,852   109,225   —     (7,225)(e)  429,852  
Deferred lease incentives  13,359   1,338   —     —     14,697  
Deferred income taxes, net  26,855   2,792   —     18,523(b)  48,170  

    
 

    
 

    
 

   
 

   
 

Total non-current liabilities  378,904   113,355   —     11,298   503,557  
Commitments and contingencies
Total stockholders’ equity  600,634   91,459   —     (90,080)(g),(h)  602,013  
Total liabilities and stockholders’ equity $1,155,914  $229,187  $ —    $ (85,228) $1,299,873  

    

 

    

 

    

 

   

 

   

 

See Notes to Unaudited Pro Forma Combined Financial Information
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HURON CONSULTING GROUP INC.
Unaudited Pro Forma Combined Statement of Earnings

For the year ended December 31, 2014
(In thousands, except per share amounts)

 
   Historical           

   

Huron
Consulting
Group Inc.  

Studer
Holdings,

Inc.   
Reclassification

Adjustments   
Pro Forma

Adjustments  
Pro Forma
Combined  

Revenues and reimbursable expenses:       
Revenues   $811,332   $77,600   $ —     $ —     $888,932  
Reimbursable expenses    77,875    —      3,376(4)   —      81,251  

    
 

   
 

   
 

   
 

   
 

Total revenues and reimbursable expenses  889,207   77,600   3,376   —     970,183  
Direct costs and reimbursable expenses (exclusive of

depreciation and amortization shown in operating expenses):
Direct costs  500,171   18,752   —     —     518,923  
Amortization of intangible assets and software development costs  4,888   —     —     15,307(c)  20,195  
Reimbursable expenses  77,856   —     3,376(4)  —     81,232  

    
 

   
 

   
 

   
 

   
 

Total direct costs and reimbursable expenses  582,915   18,752   3,376   15,307   620,350  
    

 
   

 
   

 
   

 
   

 

Operating expenses and other operating gain:
Selling, general and administrative expenses  155,434   —     32,479(5)  (970)(h)  186,943  
Other operating expenses  —     31,594   (31,594)(5)  —     —    
Stock compensation expense  —     805   (805)(5)  —     —    
Loss on disposal of property and equipment  —     80   (80)(5)  —     —    
Restructuring charges  3,438   —     —     —     3,438  
Other gain  (590)  —     —     —     (590) 
Depreciation and amortization  25,014   11,361   —     (1,549)(c),(e)  34,826  

    
 

   
 

   
 

   
 

   
 

Total operating expenses and other operating gain  183,296   43,840   —     (2,519)  224,617  
    

 
   

 
   

 
   

 
   

 

Operating income  122,996   15,008   —     (12,788)  125,216  
Other income (expense), net:
Interest expense, net of interest income  (8,741)  (9,154)  —     5,329(e)  (12,566) 
Other income, net  353   (35)  —     —     318  

    
 

   
 

   
 

   
 

   
 

Total other expense, net  (8,388)  (9,189)  —     5,329   (12,248) 
    

 
   

 
   

 
   

 
   

 

Income before income tax expense  114,608   5,819   —     (7,459)  112,968  
Income tax expense (benefit)  35,557   2,487   —     (2,931)(i)  35,113  

    
 

   
 

   
 

   
 

   
 

Net income $ 79,051  $ 3,332  $ —    $ (4,528) $ 77,855  
    

 

   

 

   

 

   

 

   

 

Net income—Basic $ 3.52  $ 3.47  

Net income—Diluted $ 3.45  $ 3.39  
Weighted average shares used in calculating earnings per share:

Basic  22,431   28(g)  22,459  
Diluted  22,925   28(g)  22,953  

See Notes to Unaudited Pro Forma Combined Financial Information
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NOTES TO UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

1. Basis of Pro Forma Presentation

The unaudited pro forma combined balance sheet as of December 31, 2014 and the unaudited pro forma combined statement of earnings for the year ended
December 31, 2014, are based on the historical financial statements of Huron and Studer Group after giving effect to Huron’s acquisition of Studer Group on
February 12, 2015 and the assumptions, reclassification, and adjustments described in Note 3 “Pro Forma Combined Financial Information Adjustments”.
Certain reclassification adjustments were made to the financial information for Studer Group in order to conform to the presentation of Huron’s historical
consolidated balance sheet and statement of earnings. These adjustments are as follows:

Balance Sheet:
 

(1) Adjustment to reclassify Studer Group’s other receivable into prepaid expenses and other current assets to conform to Huron’s presentation.
 

(2) Adjustment to reclassify Studer Group’s capitalized software and website development costs, net, a portion of which is reclassified into property and
equipment, net and a portion of which is reclassified into other non-current assets to conform to Huron’s presentation.

 

(3) Adjustment to reclassify Studer Group’s loan costs, net into other non-current assets to conform to Huron’s presentation.

Statement of Earnings:
 

(4) Adjustment to present the reimbursable revenues and reimbursable expenses for the period ended December 31, 2014 on a gross basis to conform to
Huron’s presentation.

 

(5) Adjustment to reclassify Studer Group’s other operating expenses, stock compensation expense, and loss on disposal of property and equipment into
selling, general and administrative expenses to conform to Huron’s presentation.

The Pro Forma Financial Information included herein was prepared using the acquisition method of accounting for the business combination. The purchase
price is equivalent to the fair value of consideration transferred. Tangible and identifiable intangible assets acquired and liabilities assumed are recorded at fair
value as of the acquisition date. Goodwill is recognized for the excess of purchase price over the net fair value of assets acquired and liabilities assumed. The
fair value amounts assigned to the identifiable assets acquired and liabilities assumed are considered preliminary at this time. However, we believe that the
preliminary determination of fair value of acquired assets and assumed liabilities and other related assumptions utilized in preparing the Pro Forma Financial
Information provide a reasonable basis for presenting the pro forma effects of the Studer Group acquisition. The final purchase price is subject to adjustment
for post-closing working capital adjustments and certain indemnification claims.
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NOTES TO UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION
(Tabular amounts in thousands, except share data)

2. Acquisition of Studer Holdings, Inc.

On February 12, 2015, Huron completed the acquisition of Studer Group, a professional services firm that assists healthcare providers achieve cultural
transformation to deliver and sustain improvement in clinical outcomes and financial results, pursuant to the Merger Agreement. The preliminary acquisition
date fair value of the consideration transferred for Studer Group was approximately $325.5 million, which consisted of the following:
 

   Fair Value  
Cash   $323,055  
Common stock (28,486 shares)    2,204  
Accrued preliminary net working capital adjustment    282  

    
 

Total consideration transferred $325,541  
    

 

We funded the cash component of the purchase price with cash on hand and borrowings under the Company’s senior secured credit facility of $102.0 million.
The value of the share consideration for the Company’s common stock was based on the closing price of $77.35 on the date of acquisition.

The following table summarizes the preliminary allocation of the fair value of consideration transferred to the fair value of assets acquired and liabilities
assumed as of the acquisition date.
 

   Fair Value  
Accounts receivable   $ 14,752  
Prepaid expenses and other current assets    1,385  
Deferred income tax asset    4,383  
Property and equipment    4,572  
Intangible assets    97,500  
Goodwill    234,102  
Accounts payable    (594) 
Accrued expenses and other current liabilities    (2,859) 
Accrued payroll and related benefits    (1,574) 
Deferred revenue    (3,600) 
Deferred income tax liability    (21,315) 
Other non-current liabilities    (1,211) 

    
 

Net assets acquired $325,541  
    

 

The excess of preliminary purchase consideration over the preliminary fair value of net assets acquired was recorded as goodwill. The preliminary fair value
assigned to tangible and identifiable intangible assets acquired and liabilities assumed are based on management’s estimates and assumptions. The
preliminary fair values of assets acquired and liabilities assumed are considered preliminary and are based on the information that was available as of the date
of the acquisition. The Company believes that the information provides a reasonable basis for estimating the preliminary fair values of assets acquired and
liabilities assumed, but certain items, such as taxes payable, deferred taxes, deferred revenues, the intangible assets valuation, and the working capital
adjustment, among other things, may be subject to change as additional information is received. Thus, the provisional measurements of fair value and
goodwill are subject to change. The Company expects to finalize the valuation as soon as practicable, but not later than one-year from the acquisition date.
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NOTES TO UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION
(Tabular amounts in thousands, except share data)

3. Pro Forma Combined Financial Information Adjustments
 

(a) Represents an adjustment to reflect the use of cash on hand and borrowings under the Company’s senior secured credit facility to finance the purchase
of Studer Group, the receipt of the net working capital adjustment due to Huron based on the estimated fair value of net working capital transferred at
closing, and the removal of Studer Group’s historical cash on hand as it was not included in the acquired assets of the business.

 
   

December 31,
2014  

Borrowings under senior secured credit facility   $ 102,000  
Cash paid for Studer Group    (323,055) 
Cash paid for preliminary net working capital adjustment    (282) 
less: Studer Group’s historical cash    (18,121) 

    
 

Total pro forma adjustment $ (239,458) 
    

 

 

(b) Represents adjustments to recognize the value of deferred taxes resulting from the acquisition of Studer Group and to remove Studer Group’s historical
deferred tax balance as shown in the table below. The deferred taxes recognized primarily relate to differences in the book and tax basis of identifiable
intangible assets, goodwill, deferred revenues recorded in connection with the acquisition, and federal and state carry forwards.

 

   
Preliminary
Fair Value    

Less:
Studer Group

Historical
Balance    

Pro Forma
Adjustment 

Current:       
Deferred income tax asset   $ 4,383     —      $ 4,383  
Deferred income tax liability   $ —       139    $ (139) 

Non-current:       
Deferred income tax liability   $ 21,315     2,792    $ 18,523  

 

(c) Represents adjustments to recognize the fair value of identified intangible assets, eliminate Studer Group’s historical intangible assets, and recognize
the related impact on amortization expense resulting from the change in fair value. Also represents adjustments to eliminate certain of Studer Group’s
historical capitalized software development costs included in Other non-current assets, as this software is now included in the fair value of developed
software shown below, as well as the related amortization expense.

 

   
Preliminary
Fair Value    

Useful Life
(years)    

Amortization
Expense for
Year Ended

December 31,
2014    

Method of
Amortization  

Customer relationships   $ 42,400     9    $ 2,632     Accelerated  
Customer contracts    25,100     4     12,907     Accelerated  
Trade name    22,800     5     6,175     Accelerated  
Developed software    3,900     3     1,300     Straight-line  
Publishing content    3,300     3     1,100     Straight-line  

    
 

      
 

  

Total identifiable intangible assets  97,500   24,114  
Less: Studer Group’s historical intangible assets and amortization  (25,517)  (8,935) 

    
 

      
 

  

Intangible assets, net adjustment  71,983   15,179  
Less: Studer Group’s historical capitalized software costs and

amortization  (1,664)  (640) 
    

 
      

 
  

Total pro forma adjustments $ 70,319  $ 14,539  
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Year Ended
December 31,

2014  
Historical amortization   
Amortization of intangible assets and software development costs   $ —    
Depreciation and amortization    9,575  

    
 

Total historical amortization $ 9,575  
    

 

Amortization associated with the fair value of identified intangible assets
Amortization of intangible assets and software development costs $ 15,307  
Depreciation and amortization  8,807  

    
 

Total amortization associated with fair value $ 24,114  
    

 

Pro forma amortization adjustment
Amortization of intangible assets and software development costs $ 15,307  
Depreciation and amortization  (768) 

    
 

Total pro forma amortization adjustment $ 14,539  
    

 

The customer relationships, customer contracts, and trade name intangible assets are amortized on an accelerated basis to correspond to the cash flows
expected to be derived from these assets. Estimated annual amortization expense for these identifiable intangible assets over the next five years
calculated as if the acquisition occurred on January 1, 2014 is as follows:

 
   

Customer
Relationships   

Customer
Contracts   Trade Name 

2015   $ 5,688    $ 8,100    $ 6,267  
2016    7,071     3,740     6,084  
2017    7,181     353     2,941  
2018    5,841     —       1,334  
2019    4,664     —       —    

    
 

    
 

    
 

Total $ 30,445  $ 12,193  $ 16,626  
    

 

    

 

    

 

 

(d) Represents an adjustment to record goodwill of approximately $236.7 million, calculated as the excess of the total purchase price over the fair value of
the net assets acquired as if the acquisition occurred on December 31, 2014, and to remove the historical goodwill of Studer Group.

 
   

Preliminary
Fair Value  

Total consideration transferred   $ 325,541  
Assets acquired:   

Accounts receivable   $ 20,296  
Inventories    256  
Prepaid expenses and other current assets    1,328  
Deferred income tax asset    4,383  
Property and equipment    4,715  
Other non-current assets    132  
Intangible assets    97,500  

Liabilities assumed:   
Accounts payable    (1,600) 
Accrued expenses and other current liabilities    (3,013) 
Accrued payroll and related benefits    (6,271) 
Deferred revenue    (6,218) 
Deferred income tax liability    (21,315) 
Other non-current liabilities    (1,338) 

    
 

Total net assets acquired $ 88,855  
Goodwill $ 236,686  
Less: Studer Group’s historical goodwill  (154,514) 

    
 

Pro forma adjustment $ 82,172  
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(e) Represents the adjustment to record the additional debt of $102.0 million incurred by Huron to help fund the acquisition of Studer Group and to remove
the existing outstanding debt of Studer Group, which was not assumed by Huron, but rather was paid off by Studer Group upon closing of the
acquisition. In connection with the payoff of Studer Group’s debt, approximately $1.1 million of accrued interest was paid off by Studer Group and is
reflected as an adjustment to accrued expenses. Adjusted the pro forma combined statement of earnings for the impact of the additional debt incurred by
Huron using the interest rate in effect on the closing date of 3.75%.

 
   Balance Sheet    

Statement of
Earnings  

   

Current
Maturities of
Long-term

Debt    
Long-term

Debt    
Accrued
Interest    Interest Expense 

Senior secured credit facility   $ —      $ 102,000    $ —      $ 3,825  
less: Studer Group’s historical debt    (5,225)    (109,225)    (1,069)    (9,154) 

    
 

    
 

    
 

    
 

Pro forma adjustments $ (5,225) $ (7,225) $(1,069) $ (5,329) 
    

 

    

 

    

 

    

 

A change of one-eighth of one percent (12.5 basis points) in the interest rate associated with the $102.0 million of additional debt incurred would
increase or decrease interest expense by approximately $0.1 million for the year ended December 31, 2014.

Additionally, we removed the remaining balance of loan costs of $2.6 million from Other non-current assets and the historical amortization of these
loan costs of $0.8 million from Depreciation and amortization to reflect the extinguishment of the Studer Group debt.

 

(f) Represents a fair value adjustment to the existing Studer Group deferred revenue balance as follows:
 

   
December 31,

2014  
Deferred revenue   $ 6,218  
Less: Studer Group’s historical deferred revenue    (7,056) 

    
 

Pro forma adjustment $ (838) 
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(g) Represents an adjustment to eliminate Studer Group’s historical stockholders’ equity of $91.5 million and to record the issuance of common stock as
consideration for Studer Group as follows:

 
   

December 31,
2014  

Shares issued to Studer Group as consideration    28,486  

Fair value of shares issued   $ 2,204  
less: Studer Group’s historical stockholders’ equity    (91,459) 

    
 

Pro forma adjustment $ (89,255) 
    

 

The fair value of the shares issued was based on the Company’s closing price of $77.35 on the date of acquisition. The basic and diluted shares
outstanding as of December 31, 2014 were adjusted for the 28,486 shares issued as consideration.

 

(h) Adjustment to eliminate all transaction expenses incurred prior to January 1, 2015 by Huron and Studer Group, primarily consisting of legal and
accounting fees, which are included in Selling, general and administrative expenses on the pro forma combined statement of earnings for the year ended
December 31, 2014, as these costs are considered non-recurring. These costs have not been adjusted from the pro forma combined balance sheet as they
have a permanent impact on retained earnings. The transaction costs incurred subsequent to January 1, 2015 have been charged directly to retained
earnings and recognized within accrued expenses as an adjustment to the pro forma combined balance sheet as of December 31, 2014.

The table below summarizes the transaction costs incurred and the adjustments made to the Pro Forma Financial Information.
 

   
Statement of

Earnings    Balance Sheet 

   

Year Ended
December 31,

2014    

Subsequent to
December 31,

2014  
Transaction expenses incurred by Huron   $ (912)   $ (1,026) 
Transaction expenses incurred by Studer    (58)    (333) 

    
 

    
 

Total transaction expenses incurred  (970)  (1,359) 
    

 
    

 

Tax benefit (i)  n/a    534  
    

 
    

 

Pro forma adjustment $ (970) $ (825) 
    

 

    

 

 

(i) For purposes of the Pro Forma Financial Information, we used a tax rate of 39.3% which is inclusive of the applicable federal statutory tax rate and
blended state statutory tax rates. This rate does not reflect Huron’s effective tax rate, which includes other tax items, such as foreign taxes, as well as
other tax charges or benefits, and does not take into account any historical or possible future tax events that may impact Huron.
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