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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D. C. 20549

FORM 10-Q

Quarterly Report Under Section 13 or 15(d)
of the Securities Exchange Act of 1934

For the Quarterly Period Ended March 31, 2009
OR

O Transition Report Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

For the transition period from to

Commission File Number 0-22081

EPIQ SYSTEMS, INC.

(Exact name of registrant as specified in its arart

Missouri 48-105642¢
(State or other jurisdiction « (IRS Employer Identification Numbe
incorporation or organizatiol

501 Kansas Avenue, Kansas City, Kansas 66105-1300
(Address of principal executive office)

913-621-9500
(Registrant’s telephone number)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastags.

Yes X1 No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definition of “large accelerdiled,” “accelerated filer,” and “smaller reportircompany” in Rule 12b-2 of the Exchange
Act.

Large Accelerated Filerd Accelerated Filer X1 Non-Accelerated Filer O Smaller Reporting Companmd
(Do not check if a smaller
reporting company
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the A¢és O No [XI

The number of shares outstanding of registrant'smon stock at April 24, 2009:

Class Outstanding
Common Stock, $0.01 par val 36,049,071
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PART | - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

EPIQ SYSTEMS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(UNAUDITED)
(in thousands, except per share data)

Three Months Ended

March 31,
2009 2008
REVENUE:
Case management servi $ 34,53 $ 28,79¢
Case management bundled products and set 3,32 5,291
Document management services 14,75 9,81<
Operating revenue before reimbursed direct costs 52,61 43,90
Operating revenue from reimbursed direct costs 8,21t 5,10¢
Total Revenue 60,82¢ 49,01(
OPERATING EXPENSE:
Direct cost of services (exclusive of depreciatimidl amortization shown separately beli 19,67( 18,827
Direct cost of bundled products and services (estetuof depreciation and amortization shown
separately below 85E 947
Reimbursed direct cos 8,047 5,121
General and administrati\ 18,301 15,08(
Depreciation and software and leasehold amortizi 4,514 3,71(C
Amortization of identifiable intangible asse 1,93¢ 2,27¢
Other operating expense (income) 471 (2,379
Total Operating Expense 53,80( 43,59:
INCOME FROM OPERATIONS 7,02¢ 5,41¢
INTEREST EXPENSE (INCOME):
Interest expens 37% 49C
Interest income (35) (149
Net Interest Expense 33€ 347
INCOME BEFORE INCOME TAXES 6,69( 5,071
PROVISION FOR INCOME TAXES 3,41 2,41F
NET INCOME $ 327¢  $ 2,65¢€
NET INCOME PER SHARE INFORMATION:
Basic $ 0.0¢ $ 0.0¢
Diluted $ 0.0¢ $ 0.07
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING:
Basic 35,68¢ 35,29
Diluted 41,93¢ 41,37t

See accompanying Notes to Condensed Consolidateddicial Statements.
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EPIQ SYSTEMS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

March 31, 2009 December 31, 200

(Unaudited)
ASSETS
CURRENT ASSETS:
Cash and cash equivalel $ 14,29¢ $ 19,00¢
Trade accounts receivable, less allowance for dieludtcountsof $2,460 and $2,600, respectivi 62,30: 48,54(
Prepaid expense 5,82¢ 6,01¢t
Other current assets 75€ 2,552
Total Current Assets 83,18: 76,11
LONG-TERM ASSETS:
Property and equipment, r 39,91t 39,95
Internally developed software costs, 12,117 11,02«
Goodwill 263,75t 263,87
Other intangibles, net of accumulated amortizatib$43,63Zand $41,714, respective 24,88 26,85
Other 1,064 1,13¢
Total Long-term Assets, net 341,74 342,83:
Total Assets $ 424,92  $ 418,94t
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 13,42 $ 12,78:
Accrued compensatic 2,187 7,52¢
Deposits 4,67( 2,15(C
Deferred revenu 3,774 2,362
Other accrued expens 4,491 2,62¢
Current maturities of long-term obligations 5,057 5,912
Total Current Liabilities 33,60z 33,35¢
LONG-TERM LIABILITIES:
Deferred income taxe 20,96¢ 20,98¢
Other lon¢-term liabilities 9,78¢ 8,79¢
Long-term obligations (excluding current maturijies 54,86¢ 55,31(
Total Long-term Liabilities 85,624 85,09:
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Preferred stoc- $1 par value; 2,000,000 shares authori:none issued and outstandi — —
Common stock - $0.01 par value; 100,000,000 shearéwrized; issued and outstanding —

36,027,918 and 35,657,823 she 36C 357
Additional paic-in capital 239,82! 237,64
Accumulated other comprehensive |i (2,942 (2,68%)
Retained earnings 68,45t 65,17"

Total Stockholders’ Equity 305,69¢ 300,49!
Total Liabilities and Stockholders’ Equity $ 424,92 $ 418,94t

See accompanying Notes to Condensed Consolidateddicial Statements.
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EPIQ SYSTEMS, INC.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOC KHOLDERS’ EQUITY
AND COMPREHENSIVE INCOME (UNAUDITED)
(in thousands)

Accumulated

Number of Additional Other
Outstanding Common Paid-In Retained Comprehensive
Shares Shares Capital Earnings Loss Total
Balance at December 31, 2008 35,65¢ $ 357 $ 23764 $ 65,177 $ (2,689 $ 300,49
Comprehensive incom
Net income — — — 3,27¢ — 3,27¢
Foreign currency translation
adjustmen — — — — (259 (259)
Total comprehensive income — — — — — 3,01¢
Share-based compensation plans 37C 3 2,181 — — 2,18¢
Balance at March 31, 2009 36,02¢ $ 36C $ 239,82! $ 68,45¢ $ (2,942 $ 305,69¢

See accompanying Notes to Condensed Consolidateddicial Statements.
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EPIQ SYSTEMS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Shar+based compensation expel
Expense for deferred income ta
Depreciation and software amortizati
Expense related to embedded op
Amortization of intangible asse
Other, ne

Changes in operating assets and liabilit
Trade accounts receivat
Prepaid expenses and other as
Accounts payable and other liabiliti
Excess tax benefit related to st-based compensatic
Other

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipm
Internally developed software co:
Other investing activities, net
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Payments under lo-term debt
Excess tax benefit related to st-based compensatic
Proceeds from exercise of stock options
Net cash used in financing activities

Effect of exchange rate changes on ¢

(In thousands)

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT S
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF PERIOD

See accompanying Notes to Condensed Consolidatedd&icial Statements.
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Three Months Ended March 31,

2009 2008
3,27¢ $ 2,65¢
1,472 524

23E 98¢
4,514 3,71(
(403) (409)
1,93¢ 2,27¢
29¢ 124
(14,00 (6,249)
19¢ 134
5,00z 4,15(
(107) (39)
(11) (49)
2,50( 7,81
(4,709 (6,072)
(2,300 (1,269
52 4
(6,95) (7,33)
(910) (606)
107 39
557 44¢
(246) (119)
(12) —
(4,709) 36¢
19,00¢ 13,41¢
14,29¢ $ 13,78:
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EPIQ SYSTEMS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND NATURE OF OPERATIONS

The accompanying Condensed Consolidated FinanEtdr8ents have been prepared in accordance wittuatieg principles generally
accepted in the United States of America, and thighrules and regulations for reporting on ForntQLfbr interim financial statements.
Accordingly, the financial statements do not inéwertain disclosures required for comprehensiveialfinancial statements.

The unaudited financial information reflects aljiedments, which are, in the opinion of managemastessary to present fairly our results of
operations, financial position, and cash flowstfar periods presented. The adjustments considy sflaormal recurring adjustments. These
Condensed Consolidated Financial Statements sheuldad in conjunction with the Consolidated Fina8tatements and related Notes
included in the Epiq Systems, Inc. (“Epiq,” “wes,” or “our”) Annual Report on Form 10-K for thear ended December 31, 2008, filed
with the Securities and Exchange Commission on MarQ009.

The results of operations for any quarter or aigidiscal year period are not necessarily indigatf the results to be expected for other
periods or the entire year.

Principles of Consolidation

The Condensed Consolidated Financial Statemeritgdimthe accounts of Epig and its wholly-owned glibges. Intercompany transactions
and balances have been eliminated in consolidation.

Nature of Operations

We are a provider of integrated technology soldifor the legal profession. Our solutions streaenthe administration of bankruptcy,
litigation, financial transactions and regulatoonpliance matters. We offer innovative technolsgiutions for electronic discovery,
document review, legal notification, claims admirdtion and controlled disbursement of funds. Qigmts include law firms, corporate le¢
departments, bankruptcy trustees and other profesisadvisors who require innovative technologgpmsive service and deep subject-
matter expertise.

Revenue Recognition

We have agreements with clients pursuant to whieldeliver various services each month.

Following is a description of significant sourcédsevenue.

»  Fees contingent upon the month-to-month deliveryasle management services defined by client cdstmuch as claims
processing, claims reconciliation, professionavises, call center support, and conversion of ddtaan organized, searchable
electronic database. The amount we earn variesl pgearily on the size and complexity of the ergragnt.

*  Hosting fees based on the amount of data stored.

» Deposit-based fees, earned primarily based onceptage of Chapter 7 total liquidated assets plaocetkposit with a designated
financial institution by our trustee clients, to avh we provide, at no charge, software licensestduirhardware and hardware
maintenance, and postcontract customer suppoiiteeni he fees we earn are based on total liquddesets placed on deposit by
our trustee clients and may vary based on fluatnatin short-term interest rates. Interest ratetdlations are somewhat mitigated by
pricing arrangements with each financial institnttbat set ceilings and floors on the interestsréttat we earn.

5
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» Legal noticing services to parties of interestamkruptcy and class action matters, including dinetification, media campaign, &
advertising management in which we coordinate iwatiifon through various media outlets, such astpratdio and television, to
potential parties of interest for a particular stiengagement.

»  Reimbursement for costs incurred, primarily reldtegostage on mailing services.
Nor-Software Arrangements

Services related to electronic discovery and sathg administration are billed based on volumeanedevaluated pursuant to Emerging
Issues Task Force (“EITF") 00-2Revenue Arrangements with Multiple Deliveralf&&8TF 00-21"). For these contractual arrangements
have identified each deliverable service elem&atsed on our evaluation of each element, we hategrdmed that each element delivered
has standalone value to our customers because @thasrvendors sell such services separately froyrother services/deliverables. We h
also obtained objective and reliable evidence efftir value of each element based either on tice pre charge when we sell an element
standalone basis or based on third-party evidehtarovalue of such similar services. Lastly, @irangements do not include general rights
of return. Accordingly, each of the service eletsén our multiple element case and document managearrangements qualifies as a
separate unit of accounting under EITF 00-21. Woeate revenue to the various units of accounitingur arrangements based on the fair
value of each unit of accounting, which is gengratinsistent with the stated prices in our arrang@s As we have evidence of an
arrangement, revenue for each separate unit ofiatiog is recognized each period in accordance &i#ff Accounting Bulletin Topic 13,
Revenue Recognitic("SAB Topic 13”). Revenue is recognized as thevisess are rendered, our fee becomes fixed andrdigteble, and
collectability is reasonably assured. Paymentsived in advance of satisfaction of the relateetnere recognition criteria are recognized
customer deposit until all revenue recognitioneciit have been satisfied.

Software Arrangements

For our Chapter 7 bankruptcy trustee arrangemergqrovide our trustee clients with a softwarer®e, hardware lease, hardware
maintenance, and postcontract customer supporitesnall at no charge to the trustee. The tragiace their liquidated estate deposits with
a financial institution with which we have an agament. We earn contingent monthly fees from ithenicial institutions based on the dollar
level of average monthly deposits held by the &estwith that financial institution related to #udtware license, hardware lease, hardware
maintenance, and postcontract customer suppolitesrvWe account for the software license andgpostact customer support elements in
accordance with Statement of Position 9B@&ftware Revenue Recogniti8OP 97-2"). Since we have not established vesgecific
objective evidence (“VSOE") of the fair value okthoftware license, we do not recognize any revenugelivery of the software. The
software element is deferred and included withrémeaining undelivered element, which are postcohtrastomer support services. This
revenue, when recognized, is included as a compaféoase management services revenue”. Reveslated to postcontract customer
support is entirely contingent on the placemerigpiidated estate deposits by the trustee witHitrencial institution. Accordingly, we
recognize this contingent usage based revenuestenswith the guidance provided by the Americastitute of Certified Public
Accountants’ Technical Practice Aid 5100.Fajr Value in Multiple-Element Arrangements Thatlirde Contingent Usage-Based Fees and
Software Revenue Recognitiasithe fee becomes fixed or determinable at the éictual usage occurs and collectibility is probablhis
occurs monthly as a result of the computationirigland collection of monthly deposit fees contnatly agreed to. At that time, we have ¢
satisfied the other revenue recognition criteriatamed in SOP 97-2 since we have persuasive esédiirat an arrangement exists, services
have been rendered, the price is fixed and detafénand collectability is reasonably assured.

We also provide our trustee clients with certairdiaare, such as desktop computers, monitors, anteps; and hardware maintenance. We
retain ownership of all hardware provided and, Haseguidance provided in EITF 01Betermining Whether an Arrangement Contains a
Lease, we account for this hardware as a lease. Akdndware maintenance arrangement is an executatyact similar to an operating
lease, we use guidance related to contingent eeimtalperating lease arrangements for hardwaretera@nce as well as for the hardware
lease. Since the payments under all of our arraegés are contingent upon the level of trustee siepand the delivery of upgrades and
other services, and there remain important uncgi¢si regarding the amount of unreimbursable ogett$o be incurred by us, we account for
the hardware lease as an operating lease in acw@ déth Statement of Financial Accounting Stand4t8FAS”) 13,Accounting for

Leases. Therefore, all lease payments, based on theatstd fair value of hardware provided, were acoadifior as contingent rentals under
EITF Issue No. 98-%ccounting for Contingent Reahd SAB Topic 13, which requires that we recognézgal income when the changes in
the factor on which the contingent lease paymebased
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actually occur. This occurs at the end of eacfodeas we achieve our target when deposits aredtdlte depository financial institution as,

at that time, evidence of an arrangement existsatg has occurred, the amount has become fixelddaterminable, and collection is
reasonably assured. This revenue, which is lesstén percent of our total revenue, is includethénCondensed Consolidated Statements of
Income as a component of “case management servieesiiue.

Reimbursemen

We have revenue related to the reimbursement tdinesosts, primarily postage. Consistent withdguaice provided by EITF No. 01-14,
Income Statement Characterization of Reimbursentesteived fo“Out-of-Pocket” Expenses Incurredreimbursed postage and other
reimbursable direct costs are recorded gross i€tmeensed Consolidated Statements of Income asrafipg revenue from reimbursed
direct costs” and as “Reimbursed direct costs'heetvely.

Recently Adopted Accounting Pronouncements

In December 2007, the Financial Accounting Stansi&uoiard (“FASB”) issued SFAS No. 141 (revised 20@lsiness CombinatiorfsSFAS
141(R)"). SFAS 141(R) establishes guidelines ferdcognition and measurement of assets, lialilére equity in business combinations.
The provisions of SFAS 141(R) were effective foragsof January 1, 2009. Due to the adoption of SEARR) we now expense, as incurred,
acquisition-related costs for potential and comgaetcquisitions. Acquisition-related costs expengete first quarter of 2009 were
approximately $0.5 million. These costs are inctuge“Other operating expense (income)” in our Cemsed Consolidated Statements of
Income. SFAS 141(R) also amends SFAS No. A@8punting for Income Taxesnd now requires the recognition of changes iacuirers
income tax valuation allowance on deferred taxesaaguired tax contingencies associated with aitiuis that closed prior to the effective
date of SFAS 141(R) to apply the provisions of SHA%(R). The provisions of SFAS 141(R) will primarapply to all future acquisitions.

In December 2007, the FASB issued SFAS No. Nacontrolling Interest in Consolidated Financidh&mentg“SFAS 160"). SFAS 160
changes the way in which noncontrolling interestsubsidiaries are measured and classified onalaa&e sheet. The provisions of SFAS
160 were effective for us as of January 1, 200% ddoption of SFAS 160 had no impact on our codat#d financial position or results of
operations.

In February 2008, the FASB issued FASB Staff Pasi{i'FSP”) No. FAS 157-Zffective Date of FASB Statement No. 16FSP FAS 157-
2") which, as of February 12, 2008, indefinitelyaed the effective date of SFAS No. 15ajr Value Measurementfr nonfinancial assets
and nonfinancial liabilities, except for items tlaaé recognized or disclosed at fair value in tharfcial statements on a recurring basis. The
provisions of FSP FAS 157-2 were effective for s®hJanuary 1, 2009. The adoption of FSP FAS 18itt20t have a material impact on
our financial position, results of operations, asle flows.

In March 2008, the FASB issued SFAS No. 1Bisclosures about Derivative Instruments and Hedghativities — an amendment of FASB
Statement No. 138SFAS 161"). SFAS 161 changes the disclosure reguénts for derivative instruments and hedgingvidiets. The
provisions of SFAS 161 were effective for us adarfuary 1, 2009. The adoption of SFAS 161 hadnpact on our consolidated financial
position or results of operations. Disclosures meglby this statement are included in Note 3.

In April 2008, the FASB issued FSP No. FAS 14D8termination of the Useful Life of Intangible AsgeFSP FAS 142-3"). FSP FAS 142-
3 provides guidance on determining the usefuldffa recognized intangible asset. The provisidrisSP No. FAS 142-3 were effective for
us as of January 1, 2009. The provisions of FSP F&3 had no impact on our consolidated financial parsior results of operations duri
the quarter ended March 31, 2009 as we did noiwvemextend the useful lives of any of our intargiassets.

In June 2008, the FASB issued FSP No. EITF 03Betermining Whether Instruments Granted in Shared@ladPayment Transactions Are
Participating Securitie("FSP EITF 03-6-1"). FSP EITF 03-6-1 clarifies ttshtare-based payment awards that entitle theiehekd receive
non-forfeitable dividends or dividend equivalené$dre vesting should be considered participatirgistes, and requires them to be included
in the computation of earnings per share pursustite two-class method described in SFAS No. E28nings per Sharé'SFAS 128"). The
provisions of FSP EITF 03-6-1 were effective forassof January 1, 2009, and require all prior gkim@ome per share data presented to be
adjusted retroactively. We have determined thavested share awards that were granted in thegfigstter of 2009 are participating
securities as
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defined by FSP EITF 03-6-1 because they have elguitvaommon stock dividend rights. Accordingly, ieve included these shares in our
basic and diluted share calculations as approprigltere is no prior period impact of this guidaasehere were no participating securities
outstanding prior to the first quarter of 2009. &listof the income per share calculation are deedrin Note 4.

In June 2008, the FASB ratified the consensus eghbly the EITF on three issues discussed at its I28n2008 meeting pertaining to EITF
Issue No. 07-5Determining Whether an Instrument (or an Embeddeatire) Is Indexed to an Entity’s Own St TF 07-5"). The issues
include how an entity should evaluate whether antgdinked financial instrument (or embedded fea)us indexed to its own stock,
including evaluating the instrument’s contingentiexse and settlement provisions; how the currémeyhich the strike price of an equity-
linked financial instrument (or embedded featusejénominated affects the determination of whetiheinstrument is indexed to an entity’s
own stock; and how the issuer should account fakeisbased employee stock option valuation. Theotido of EITF 07-5 did not have an
impact on our consolidated financial position.

In April 2009, the FASB issued FSP No. FAS 141(RiMcounting for Assets Acquired and Liabilities Assd in a Business Combination
That Arise from Contingenci€¢d-SP FAS 141(R)-1"). FSP FAS 141(R)-1 amends dadfies FASB No. 141 (revised 200Business
Combinations to address application issues raised by preparedstors, and members of the legal professiomitial recognition and
measurement, subsequent measurement and accoamntihdisclosure of assets and liabilities arishognfcontingencies in a business
combination. FSP FAS 141(R)-1 is effective for asbusiness combinations completed on or afteralgml, 2009.

Recently | ssued Accounting Pronouncements

In April 2009, the FASB issued FSP No. FAS 107-a a®B 28-1,Interim Disclosures about Fair Value of Financiaktrumentg“FSP FAS
107-1 and APB 28-1"). FSP FAS 107-1 and APB 28rieciads FASB Statement No. 1@isclosures about Fair Value of Financial
Instruments, to require disclosures about the fair value wéficial instruments in interim as well as in anffirgncial statements. This FSP
also amends APB Opinion No. 28terim Financial Reporting to require those disclosures in summarized firdmaformation at interim
reporting periods. These standards are effectivpddods ending after June 15, 2009. We do npéeixthe adoption of FSP FAS 107-1 and
APB 28-1 to have a material effect on our condemsedolidated financial statements and relatedatisces.

NOTE 2: GOODWILL AND INTANGIBLE ASSETS

The change in the carrying amount of goodwill foe first quarter of 2009 was as follows (in thowtsn

Electronic Settlement

Discovery Bankruptcy Administration Total
Balance as of December 31, 2008 79,58¢ 151,43¢ 32,84 263,87
Foreign currency translation and other (113 — — (113
Balance as of March 31, 2009 79,47: 151,43¢ 32,847 263,75¢

Amortizing identifiable intangible assets as of BtaB1l, 2009 and December 31, 2008 consisted dbtlwsving (in thousands):

March 31, 2009 December 31, 2008
Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization
Customer relationships $ 39,96 $ 23,00 $ 39,98¢ $ 22,03¢
Trade name 74% 74% 74% 74%
Non-compete agreements 27,81( 19,88: 27,83¢ 18,93(
$ 68,51¢ $ 43,63: $ 68,56 $ 41,71«
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Customer relationships and non-compete agreemettischrry a weighted average life of eight yearggregate amortization expense related
to identifiable intangible assets was $1.9 millaovd $2.3 million for the three month period endeardh 31, 2009 and 2008, respectively.
Amortization expense related to identifiable intitgy assets for fiscal year 2009 and the followfing years is estimated as follows (in
thousands):

Estimated
Year Ending Amortization

December 31, Expense
2009 $ 7,601
2010 6,69
2011 4,832
2012 4,652
2013 3,07(
2014 192
$ 27,03¢

NOTE 3: LONG-TERM OBLIGATIONS

The following is a summary of long-term obligatiomststanding (in thousands):

March 31, December 31,

2009 2008
Contingent convertible subordinated debt, includdngbedded option $ 51,94¢ $ 52,34¢
Capital lease 3,771 4,68
Deferred acquisition price 4,20¢ 4,192
Total long-term obligations, including current port $ 59,92¢ $ 61,22:

Credit Facilities

During July 2008, we amended and restated ourtdiadlity. The amended credit facility, with KegpBk National Association as
administrative agent, consists of a $100.0 milBenior revolving loan. The facility matures inyd@D11. During the term of the credit
facility, we have the right, subject to complianaith our covenants, to increase the senior revghan to $175.0 million. The amended
credit facility is secured by liens on our realpeay and a significant portion of our personalgandy. Interest on the amended credit facility
is generally based on a spread, not to exceed &35 points, over the LIBOR rate. There were nowarts due under the senior revolving
credit loan as of March 31, 2009 or December 3082F0 determine the amount that we may borrow$t@.0 million available under the
revolving loan is reduced by $1.8 million in outsténg letters of credit.

Our amended credit facility contains financial coaets related to earnings before interest, prowifo income taxes, depreciation,
amortization and other adjustments as defineddératireements (“EBITDA”) and total debt. In additiour credit facility also contains
financial covenants related to senior debt, fixedrges, and working capital. As of March 31, 2088 were in compliance with all financial
covenants.

Contingent Convertible Subordinated Notes

During June 2004, we issued $50.0 million of cogeint convertible subordinated notes (“convertitdées”) with a fixed 4% per annum
interest rate and an original maturity of JuneZlH)7. The holders of the convertible notes haditite to extend the maturity date by up to
three years. In April 2007, the holders exercitgslright and the maturity date of the convertibdges was extended to June 15, 2010. If we
change our capital structure (for example, throaigtock dividend or stock split) while the convaginotes are outstanding, the conversion
price would be adjusted on a consistent basisasubrdingly, the number of shares of common stoekwuld issue on conversion would be
adjusted. The convertible notes are convertittke 403 million shares of our common stock at agon€approximately $11.67 per share, and
do not contain the rights to any dividends. We hileeright to require that the holders of the catiblke notes convert to equity if our share
price exceeds $23.33 on a weighted average bas2®fconsecutive trading days.

9
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Under SFAS No. 133ccounting for Derivative Instruments and Hedgirgjivities (“SFAS 133"), the right to extend the maturity bét
convertible notes was accounted for as an embegjgitah subject to bifurcation. The embedded optias initially valued at $1.2 million
and the convertible notes balance was reducedebgaime amount. During April 2007, the holdershefdconvertible notes exercised their
right to extend and we performed a final valuatorstimate the fair value of the embedded opt®aofdhe approximate date of the
extension. The estimated fair value of the embedxgition at this date, included as a componerit@tbnvertible notes, was approximately
$4.8 million. The $4.8 million estimated fair valoéthe embedded option is amortized as a credinterest expense” on the Condensed
Consolidated Statements of Income over the peddbe extended maturity, which is June 15, 201@ B&lance of this embedded option is
included as a component of “Long-term obligatioos"the Condensed Consolidated Balance Sheetsy avertible notes are converted
into shares of our common stock prior to June 0402the unamortized embedded option value retattitbse shares will be recognized as a
gain in the period the conversion occurs. The elmhanges related to the carrying value of the edile notes, the estimated fair value of
the embedded option, and the amortization of threvédue of the embedded option do not affect ashcflow.

Capital Leases
We lease certain property and software under ddpaaes that expire during various years throu@ftil2
Scheduled Principal Payments

Our long-term obligations, consisting of convestilblotes (including the carrying value of the emleelddption), deferred acquisition price,
and capitalized leases, mature as follows for éaelve-month period ending March 31 (in thousands):

2010 $ 5,057
2011 54,317
2012 552
2013 —
2014 —
Total $ 59,92¢

NOTE 4: NET INCOME PER SHARE

Basic net income per share is computed on the b&sigighted average outstanding common sharekitedinet income per share is
computed on the basis of basic weighted averagagamaing common shares adjusted for the dilutifexcebf stock options and convertible
debt, if dilutive. The numerator of the diluted nmatome per share calculation is increased by theuat of interest expense, net of tax, rel:
to outstanding convertible debt, and the allocatibnet income to nonvested shares, if the net anisadilutive.

As prescribed in FSP EITF 03-6-1, which we adotetthe first quarter of 2009, we have determineat the nonvested share awards (also
referred to as restricted stock awards) that weedd during the quarter are participating seesrltecause they have non-forfeitable rights to
dividends. Accordingly, the basic net income pearsfcalculation below is calculated under the tfesEmethod calculation, which is
discussed in SFAS No. 12Barnings per Shar€'SFAS 128"). In determining the number of dilutgldares outstanding, we are required to
disclose the more dilutive earnings per share tésiveen the treasury stock method calculationtbhedwoe€lass method calculation. For -
three months ended March 31, 2009, the two-clasBodecalculation was more dilutive; therefore, dileted net income per share
information below is presented following the twast method. While FSP EITF 03-6-1 requires retrcgspeapplication, there is no impact

to our prior year calculation as we did not have participating securities outstanding during thiempyear.
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The computation of basic and diluted net incomespere for the three months ended March 31, 2088 fsllows (in thousands, except per
share data):

Three months ended March 31, 2009
Weighted Average

Common
Shares
Net Income Outstanding Per Share
(Numerator) (Denominator) Amount
Net income $ 3,27¢
Less: net income allocated to nonvested sHares (11
Basic net income available to common stockholders 3,267 35,68t $ 0.0¢
Effect of dilutive securities
Stock options — 1,96¢
Convertible deb 29¢ 4,28¢
Add-back: net income allocated to nonvested sh® 11 —
Less: net income re-allocated to nonvested shares (10) —
Diluted net income available to common stockholder $ 3,56¢ 41,93¢ $ 0.0¢

(M Net income allocated to holders of nonvested sharealculated based upon a weighted average gagenf nonvested shares in
relation to total shares outstanding.

The computation of basic and diluted net incomespare for the three months ended March 31, 2808; follows (in thousands, except per
share data):

Three months ended March 31, 200

Weighted
Average
Common
Shares Per Share
Net Income Outstanding Amount
Basic net income per common share $ 2,65¢€ 35,29: $ 0.0¢
Effect of dilutive securities
Stock options — 1,79¢
Convertible debt 301 4,28¢
Diluted net income per share $ 2,951 41,37 $ 0.07

For the three month period ended March 31, 2002808, weighted-average outstanding stock optiotading approximately 1.8 million
and 1.4 million shares of common stock, respegtiwgkre antidilutive and therefore not includedhie computation of diluted net income
share.

NOTE 5: SHARE-BASED COMPENSATION

The 2004 Equity Incentive Plan, as amended (th@42®8lan”), limits the combined grant of optionsatmuire shares of common stock, stock
appreciation rights, and nonvested share awardsruhd 2004 Plan to 7,500,000 shares. Any gramé¢utihe 2004 Plan that expires or
terminates unexercised, becomes unexercisabls forfeited will generally be available for futugeants. At March 31, 2009, there were
approximately 1,471,000 shares of common stocKaaifor future equity-related grants under the£2@lan.

During the three months ended March 31, 2009 wetgda285,000 nonvested share awards at a weightdge grant date price of $14.49
per share, which vest six months after the datgranit, and 40,000 stock options with a weightedye exercise price of $14.49 per share,
which vest 20% per year over five years.
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The weighted-average grant date fair value of stgtions granted during the three months ended IM3at¢ 2009 and 2008 was $7.46 per
option and $5.66 per option, respectively. The Weid-average assumptions used for the calculafitirese values, utilizing the Black-
Scholes methodology, were as follows:

Three Months Ended
March 31, 200¢ March 31, 2008

Expected volatility (%) 52.C 42.C
Dividend yield (%) — —
Risk-free interest rate (% 2.C 2.4
Expected life of stock option (yeau 6.2 5.C

During the three months ended March 31, 2009 af@,20e recognized share-based compensation expehied, is a non-cash charge, for
stock option and nonvested share awards of appeiglgn$1.5 million and $0.5 million, respectivedf,which $0.2 million and $0.2 million,
respectively, is included under the caption “Direast of services” and $1.3 million and $0.3 millisespectively, is included under the
caption “General and administrative” on the acconyjregg Condensed Consolidated Statements of Income.

During the three months ended March 31, 2009 a0@,20e recognized a net tax benefit of approxinyabél4 million and $0.2 million,
respectively, related to aggregate share-basedamsafion expense recognized during the same pésodf March 31, 2009, there was
$12.9 million of total unrecognized compensatiosteelated to nonvested share-based awards, whilldhenecognized over a weighted-
average period of 2.4 years.

NOTE 6: SEGMENT REPORTING

We have three reporting segments: electronic degobankruptcy, and settlement administrationr €ectronic discovery business provi
collections and forensics, processing, and seardheview services to companies and the litigatiepartments of law firms. Produced
documents are made available primarily throughsidtbenvironment, and our DocuMatrix™ softwarevadidor efficient attorney review
and data requests. Our bankruptcy segment prosations that address the needs of trusteesmingter bankruptcy proceedings and of
debtor corporations that file a plan of reorgan@at Our settlement administration segment pravithkanaged services including legal
notification, claims administration and controlididbursement.

The segment performance measure is based on eabréfiye interest, taxes, depreciation and amdidizaother operating expense (incon
and share-based compensation expense. In managemetuation of performance, certain costs, saglsompensation for administrative
staff and executive management, are not allocatetgment and, accordingly, the following reportiegment results do not include such
unallocated costs.

Assets reported within a segment are those adsdtsdn be identified to a segment and primaritysest of trade receivables, property,
equipment and leasehold improvements, softwaretifisble intangible assets and goodwill. CasR;related assets, and certain prepaids
other assets are not allocated to our segmenthodgh we can and do identify long-lived assethagproperty, equipment and leasehold
improvements, software, and identifiable intangénsets to reporting segments, we do not allobatestated depreciation and amortization
to the segment as management evaluates segmemtpeante exclusive of these non-cash charges.

Following is a summary of segment information foe three months ended March 31, 2009. The intersegravenues in the three months
ended March 31, 2009 related primarily to call eeservices performed by the settlement administrategment for the bankruptcy segmi
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Three Months Ended March 31, 200¢

Electronic Settlement
Discovery Bankruptcy Administration Eliminations Total
(in thousands)
Revenue
Operating revenue from external customers
before reimbursed direct co: $ 14,04¢ $ 17,32¢  $ 21,23t $ — 8 52,61:
Intersegment revenue — — 51¢ (519 =
Operating revenue before reimbursed direct ¢ 14,04¢ 17,32¢ 21,74¢ (519 52,61
Operating revenue from reimbursed direct costs 25 1,52% 6,667 — 8,21t
Total revenue 14,07 18,85: 28,41¢ (519 60,82¢
Direct costs, general and administrative costs 9,12¢ 10,43( 21,61+ (519 40,657
Segment performance measure $ 4,94¢ % 8,421 $ 6,80z $ — $ 20,17:

Following is a summary of segment information tee three months ended March 31, 2008. Intersegraeehues for this period were not
considered material to the segment reporting iné&dion.

Three Months Ended March 31, 200¢

Electronic Settlement
Discovery Bankruptcy Administration Total
(in thousands)
Revenue
Operating revenue from external customers befonenersed
direct cost: $ 13,23¢ % 13,36 % 17,29¢ % 43,90:
Operating revenue from reimbursed direct costs 10z 832 4,17¢ 5,10¢
Total revenue 13,34( 14,197 21,47 49,01(
Direct costs, general and administrative costs 6,947 6,89¢ 20,76« 34,60¢
Segment performance measure $ 6,39: $ 7,29¢ $ 70¢ $ 14,40:
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Following is a reconciliation of our segment penfiance measure to income before income taxes (irsémals):

Three Months Ended March 31,

2009 2008
Segment performance meas $ 20,17 $ 14,40:
Corporate and unallocated expen (4,750 (4,847
Shar-based compensation expel (1,472) (5249)
Depreciation and software and leasehold amortia: (4,519 (3,710
Amortization of intangible asse (2,936 (2,279
Other operating (expense) incol (477 2,371
Interest expense, net (33§ (347
Income before income taxes $ 6,69C $ 5,071
Following are total assets by segment (in thougands
March 31, December 31
2009 2008
Assets
Electronic Discoven $ 139,14. $ 139,21¢
Bankruptcy 187,84¢ 184,90¢
Settlement Administratio 70,06¢ 60,14¢
Corporate and unallocated 27,87( 34,67¢
Total consolidated assets $ 42492: $ 418,94¢

NOTE 7: DERIVATIVES
Interest Rate Floors

A portion of our bankruptcy trustee revenue is eabjo variability based on fluctuations in shamrt interest rates. During 2007, in order to
limit our economic exposure to market fluctuatiominterest rates, we purchased one-month LIBORdaserest rate floor options with a
total notional amount of $800 million and initiadmractual maturity of three years. We accountedhis transaction pursuant to the guidance
contained in SFAS 133 which requires that all deiixe instruments be recorded on the balance shiéeir value. As the interest rate floor
options were not designated as an accounting hetigeges in the fair value of the derivatives wesmrded each period in current earnings.
In February 2008, we sold the interest rate flqufans and realized a $3.5 million gain. The $Ridion difference between the realized g

of $3.5 million and the previously unrealized gafr$1.1 million was included as a component of “@thperating expense (income)” for the
three months ended March 31, 2008 on the accompgu@®ndensed Consolidated Statements of Incomenf Karch 31, 2009 we did not
hold any interest rate floor options, other defixeg, or auction rate securities.
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NOTE 8: FAIR VALUE MEASUREMENTS

SFAS No. 157 establishes a three-level fair valaeahchy based upon the assumptions (inputs) uspdde assets or liabilities. The
hierarchy requires us to maximize the use of olad#evinputs and minimize the use of unobservalgats The three levels of inputs used to
measure fair value are listed below.

Level 1 — Unadjusted quoted prices in active market identical assets or liabilities.

Level 2 — Observable inputs other than those iredlich Level 1, such as quoted market prices foilainassets and liabilities in
active markets or quoted prices for identical asseinactive markets.

Level 3 — Unobservable inputs reflecting our owawasptions and best estimate of what inputs markeicipants would use in
pricing and asset or liability.

The carrying value and estimated fair value offnancial instruments, which are comprised of stlenn money market funds, are presented
in the following table at March 31, 2009 and Decenikl, 2008.

Estimated Fair Value Measurements

Quoted Significant
Prices in Other Significant
Active Observable Unobservable
Markets Inputs Inputs
Iltems Measured at Fair Value on ¢ Carrying
Recurring Basis Value (Level 1) (Level 2) (Level 3)
March 31, 2009:
Financial Assets
Money market funds $ 11,39: $ 11,39: $ — $ —
December 31, 2008
Financial Assets
Money market funds $ 19,34( $ 19,34( $ — $ —

NOTE 9: SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental cash flow information is as followstfiousands):

Three Months Ended

March 31,
2009 2008
Cash paid for:
Interest $ 60€ $ 625
Income taxes paid, n 6 1,48¢
Non-cash investing and financing transactions
Property, equipment, and leasehold improvementsiaddn accounts payak 472 1,13¢

NOTE 10: ACQUISITIONS

On April 4, 2008, our wholly-owned subsidiary, Ef@gstems Holding B.V., acquired all of the equifyJberdevelopments Limited and its
wholly-owned operating subsidiary, Pinpoint Globahited (collectively, “Pinpoint”), an electronidgtovery business with operations in the
United Kingdom. The value of the transaction wad $fillion, consisting of $4.9 million of cash, $1million of deferred payments and $0.5
million of capitalized transaction costs. Certangnue targets were satisfied as of SeptembelO8®, 2vhich required an additional payment
of $0.6 million in the fourth quarter of 2008; atiet accrual of an additional payment of approxifyat®45,000 (as of March 31, 2009
approximately $0.8 million) due in 2010. These &ddal payments were recorded as purchase pricstaggnts. If certain other revenue
targets are satisfied prior to the second and #midversary dates of the agreement, we are refjtdarmake additional payments. We have
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determined that it is probable that these targdtde satisfied and have been accruing a liabflitytotal payments of approximately
£400,000 (as of March 31, 2009 approximately $0lBam). These amounts are recorded as compensakipanse over the contingency
period.

The preliminary allocation of the purchase pricasgollows: $0.3 million to net assets, $1.1 millito customer contracts, $1.1 million to
non-compete agreements, $0.7 million to establish arded tax liability related to the acquired intdsigiassets, and $5.3 million to goodw
The allocation of the purchase price to the asssddiabilities acquired will be finalized, as nssary, up to one year after the acquisition
closing date, when information that is known tcelvailable or obtainable is obtained. The purcha®e in excess of the value of the acqu
identifiable net assets reflects the strategicevale placed on Pinpoint as this acquisition faiitl the expansion of our electronic discovery
business in the United Kingdom.

The acquisition was accounted for using the purehasthod of accounting with the operating resulttuided in the accompanying
Condensed Consolidated Financial Statements frenddke of acquisition. The operating results efabquired entities are included within
our electronic discovery segment. The pro fornsalte of the acquired entities for the period Janda 2008 through the date of acquisition
were not material to our consolidated results arapons.

NOTE 11: LEGAL PROCEEDINGS

On July 29, 2008, the Alaska Electrical PensiondHiied a putative shareholder derivative actiothia U.S. District Court for the District of
Kansas (Civil Action No. 08-CV-2344 CM/JPO), allegion behalf of Epiq Systems that each of our ctidi@ectors and certain current and
former executive officers and directors engageatisconduct regarding stock option grants.

The plaintiff complaint asserts, among other thjrigat the company backdated certain stock opfiams July 1997 through January 2006,
and that the individual defendants either partigdan the backdating or permitted it to occur |aiimns of generally accepted accounting
principles as a result of the alleged backdatingptions, related claims of false and misleadirgkprstatements and annual reports filed by
the company under the Securities Exchange Act 8418Iso as a result of the alleged backdatingptibos, and various violations of state
law, breaches of fiduciary duty of loyalty and ohesi trading in company stock. The plaintiff is ldag among other things, unspecified
money damages, an accounting for profits obtainath the alleged backdating of options, specifiegngles in our corporate governance
policies, punitive damages and rescission of tlegatlly backdated options.

On October 7, 2008, the company and the individeééndants filed a motion to dismiss the plairgifomplaint on the following grounds:

(i) the plaintiff lacks standing to assert clairegarding any backdating prior to July 31, 2001, thee date on which the plaintiff first claims
have acquired company shares, (ii) applicatiomefstatutes of limitation that govern the plairdifflaims reduces the plaintiff's case to a
single alleged instance of backdating involving ginent of an option to a single non-defendant egg#oon January 3, 20086, (iii) the
complaint fails to plead sufficient facts to statey plausible claim that the defendants backdatgdstock options and thus fails to meet the
minimum pleading requirements established undePthate Securities Litigation Reform Act of 1995tbe applicable Federal Rules of C
Procedure, which failure mandates dismissal abfalhe plaintiff's claims, and (iv) the complairgils to meet the pleading standards that
apply to any of its individual federal and staterldaims, which separately mandate dismissal oktiteée case. On November 10, 2008, the
plaintiff filed a memorandum in opposition to thisrdissal motion, and on December 16, 2008, the emypnd the individual defendants
filed their reply to the plaintiff’'s opposition merandum. The dismissal motion has not yet beexdrupon by the Court.

We believe the plaintif§ claims are without merit and will continue toaled against them vigorously. No amounts have begarded in th
accompanying Condensed Consolidated Financiali8&ates associated with this matter.
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ITEM 2 . MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

This discussion and analysis should be read irucmtijpn with the Condensed Consolidated Finanditieghents and the accompanying
Notes to the Condensed Consolidated Financial igttts included in this Form -Q.

Overview

We are a provider of integrated technology solgifor the legal profession. Our solutions streaethe administration of bankruptcy,
litigation, financial transactions and regulatoonpliance matters. We offer innovative technolsgiutions for electronic discovery,
document review, legal notification, claims admirdgon and controlled disbursement of funds. Glients include law firms, corporate leg
departments, bankruptcy trustees and other profesisadvisors who require innovative technologgpmnsive service and deep subject-
matter expertise.

We have three reporting segments: electronic desggwbankruptcy, and settlement administration.
Electronic Discovery

Our electronic discovery business provides collerstiand forensics, processing, and search andveeie/ices to companies and the
litigation departments of law firms. Our eDataMatt software analyzes, filters, deduplicates aratipces documents for review. Produced
documents are made available primarily throughstdtbenvironment, and our DocuMatrix™ softwarevadidor efficient attorney review

and data requests.

Our customers are typically large corporations ths& our products and services cooperatively wighr {fegal counsel to manage the
electronic discovery process for complex litigatioatters.

The substantial increase of electronic documentsusynesses has changed the dynamics of how atwsupport discovery in complex
litigation matters. According to the 2008 Sochdb@®nn Electronic Discovery Survey, 2007 domestimmercial electronic discovery
revenues were estimated at $2.8 billion, an apprate 43% increase from 2006. According to thisesaource, the market is expected to
continue to grow at year over year annual rate20&6 in 2009 and 15% for 2010. Due to the compjesdtcases, the volume of data that are
maintained electronically, and the volume of docota¢hat are produced in all types of litigatiore anticipate that law firms will become
increasingly reliant on electronic evidence managr@nsystems to organize and manage the litigaigoodery process.

Following is a description of the significant soeswf revenue in our electronic discovery business.

* Fees related to the conversion of data into annizgd, searchable electronic database. The amaaietiw varies primarily on the
size (number of documents) and complexity of thgagement.

» Hosting fees based on the amount of data stored.
Bankruptcy

Our bankruptcy business provides solutions thatesddthe needs of Chapter 7, Chapter 11, and GHeptemnkruptcy trustees to administer
bankruptcy proceedings and of debtor corporatibasfile a plan of reorganization.

« Chapter 7 is a liquidation bankruptcy for indivitkiar businesses that, as measured by the numinemo€ases filed in the fiscal
year ended September 30, 2008, accounted for appatety 65% of all bankruptcy filings. In a Chap#ecase, the debtor’s assets
are liquidated and the resulting cash proceedased by the Chapter 7 bankruptcy trustee to pajitors. Chapter 7 cases typically
last several years.

» Chapter 11 is a reorganization model of bankruficgorporations that, as measured by the numbeewfcases filed in the fiscal
year ended September 30, 2008, accounted for appately 1% of all bankruptcy filings. Chapter ldngrally allows a company,
often referred to as the debtor-in-possessiongmbitue operating under a plan of reorganizatiorestructure its business and to
modify payment terms of both secured and unseaibéigations. Chapter 11 cases generally last séyears.
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»  Chapter 13 is a reorganization model of bankrufcyndividuals that, as measured by the numberesi cases filed in the fiscal
year ended September 30, 2008, accounted for appatety 34% of all bankruptcy filings. In a Chapie case, debtors make
periodic cash payments into a reorganization ptahaaChapter 13 bankruptcy trustee uses thesepegsients to make monthly
distributions to creditors. Chapter 13 cases Bjpjidast between three and five years.

The end-user customers of our bankruptcy businesdebtor corporations that file a plan of reorgation and professional bankruptcy
trustees. The Executive Office for United Statasstees, a division of the U.S. Department of das@ppoints all bankruptcy trustees. A
United States Trustee is appointed in most fedmrait districts and generally has responsibilitydeerseeing the integrity of the bankruptcy
system. The bankruptcy trustee’s primary respdlitg¥s include liquidating the debtor’s assetscollecting funds from the debtor,
distributing the collected funds to creditors pansito the orders of the bankruptcy court and ptegaegular status reports for the Executive
Office for United States Trustees and for the baptay court. Trustees manage an entire caselobdrddruptcy cases simultaneously.

Following is a description of the significant soesf revenue in our bankruptcy business.
» Data hosting fees and volume-based fees.

« Case management professional service fees andsathport service fees related to the administraifarases, including data
conversion, claims processing, claims reconciligtfirofessional consulting services, and settleradntinistration.

» Depositbased fees, earned primarily on a percentage git€ha total liquidated assets placed on deposit adesignated financi
institution by our trustee clients, to whom we pdgy at no charge, software licenses, limited harévand hardware maintenance,
and postcontract customer support services. Téwevie earn based on total liquidated assets ptatdéposit by our trustee clients
may vary based on fluctuations in short-term irgerates. Interest rate fluctuations are somewlfitggated by pricing arrangements
with each financial institution that set ceilingsdafloors on the fees that those financial instites pay us.

» Legal noticing services to parties of interestamkruptcy matters, including direct notificationdamedia campaign and advertising
management in which we coordinate notificationpaiily through print media outlets, to potentiaftpes of interest for a particular
client engagement.

»  Reimbursement for costs incurred, primarily reladtegostage on mailing services.
Settlement Administration

Our settlement administration segment provides methaervices, including legal notification, claiedministration, project administration
and controlled disbursement.

Class action and mass tort refer to litigation mch class representatives bring a lawsuit agaimgfendant company or other persons on
behalf of a large group of similarly affected perso Mass tort refers to class action cases tegpanticularly large or prominent. The class
action and mass tort marketplace is significanth wstimated annual tort claim costs of approximge&250 billion in 2007, according to a
study issued in 2008 by Towers Perrin. Administeatosts, which include costs, other than defensts, incurred by either the insurance
company or self-insured entity in the administnatdd claims, comprise approximately 24% of thiatot

Key participants in this marketplace include lavmf$ that specialize in representing class acti@hnaass tort plaintiffs and other law firms
that specialize in representing defendants. Glassn and mass tort litigation is often complex #ime cases, including administration of any
settlement, may last several years.

The customers of our settlement administration ssjrare companies that are administering the segtie or resolution of class action cases
or are administering projects. We sell our sewvitieectly to those customers and other intergséeties, including legal counsel, which of
provide access to these customers.

18




Table of Contents
Following is a description of significant sourcdg@venue in our settlement administration business

»  Fees contingent upon the month-to-month delivenyase management services such as claims procedsiings reconciliation,
project management, professional services, catecanpport, and controlled disbursements. Theustnwe earn varies primarily
the size and complexity of the engagement.

* Legal noticing services to parties of interestlass action matters, including media campaign averising management, in which
we coordinate notification through various medi#lets, such as print, radio and television, to ptéé parties of interest for a
particular client engagement.

» Reimbursement for costs incurred related to postag®ailing services.
Results of Operations for the Three Months Ended Mech 31, 2009 Compared with the Three Months Ended [brch 31, 2008
Consolidated Results
Revenue

Total revenue was $60.8 million for the three msrgéhded March 31, 2009, an increase of $11.8 mjlto 24%, as compared to the prior
year. A portion of our total revenue consists afntaursement for direct costs we incur, such asguestelated to document managen
services. We reflect the operating revenue froeséhreimbursed direct costs as a separate lineoitemur accompanying Condensed
Consolidated Statements of Income. Operating rgvémm reimbursed direct costs was $8.2 millionirerease of $3.1 million, or 61%,
from $5.1 million in the period year. Although opBing revenue from reimbursed direct costs maytdlate significantly from quarter to
quarter, these fluctuations have a minimal effecbor income from operations as we realize litle@ margin from this revenue.

Operating revenue exclusive of operating revenomm freimbursed direct costs, which we refer to aating revenue before reimbursed
direct costs, was $52.6 million in the three morghded March 31, 2009, an increase of $8.7 millwr20%, as compared to the prior year.
The increase consists of a $3.9 million increaghénsettlement administration segment, a $4.0anilhcrease in the bankruptcy segment,
and a $0.8 million increase in the electronic digry segment. Changes by segment are discussed.belo

Operating Expense

The direct cost of services, exclusive of deprémisand amortization, was $19.7 million for theedmonths ended March 31, 2009, an
increase of $0.9 million, or 4%, as compared to.§B8illion in the prior year. Contributing to thiscrease was a $1.3 million increase in
compensation related expense; a $1.5 million irsgréa production supplies; a $0.8 million increasthe cost of outside services, primarily
related to temporary help and mailing; and a $0IBom increase in software maintenance costs eelab client service capabilities. These
increases were partially offset by a $3.1 milli@tase in legal noticing costs. Changes by seganerttiscussed below.

The direct cost of bundled products and servicedusive of depreciation and amortization, was $8ilion for the three months ended
March 31, 2009, a decrease of $0.1 million, or 166tnpared to the prior year. Changes by segmertiscassed below.

Reimbursed direct costs increased $2.9 milliorg 496, to $8.0 million for the three months ended dha81, 2009, compared with $5.1
million during the prior year. This increase ditgcorresponds to the increase in operating regdram reimbursed direct costs. Change
segment are discussed below.

General and administrative costs increased $3lbmilr 21%, to $18.3 million for the three mon#sded March 31, 2009. Contributing to
this increase was a $2.3 million increase in corapton, commission and benefits expense, primeggulting from expanded staffing to
meet client demands, and a $1.0 million increashare-based compensation expense. The increabargbased compensation expense
due to nonvested share awards granted in Febr@@g, 2or which expense will be recognized overxansonth vesting period. Changes by
segment are discussed below.
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Depreciation and software and leasehold amortizaticsts for the three months ended March 31, 2a88 4.5 million, an increase of $0.8
million, or 22%, compared to the prior year. Thisrease was primarily the result of increased softvamortization expense and increased
hardware depreciation related to investments inbosiness segments.

Amortization of identifiable intangible assets the three months ended March 31, 2009 was $1.®&mith decrease of $0.3 million, or 15%,
compared to the prior year. This decrease wasethdtrof certain nowompete and customer contract intangible assetst@dully amortizec
in the current quarter, partly offset by an inceeasnon-compete amortization resulting from oud&@cquisition of an electronic discovery
business in the United Kingdom.

Other operating expense of $0.5 million for theethmonths ended March 31, 2009 primarily consiséxpenses related to potential
acquisitions. For the three months ended Marct28Q8, we had other operating income of $2.4 millidrich represented a gain we
recognized related to interest rate floor optiomchased during 2007.

Interest Expense

We recognized interest expense of $0.4 milliortfierthree months ended March 31, 2009 compared$®ith million for the same period in
the prior year. The $0.1 million decrease in iestexpense resulted from a decrease in loan fediaation.

Effective Tax Rate

Our effective tax rate for the three months endeddid 31, 2009 was 51.0% compared with an effectiteof 47.6% for the prior year. The
increase compared to the prior period is primatilg to non-deductible equity compensation gramtetie first quarter of 2009. State taxes
and non-deductible equity compensation are thegsgimeasons our tax rate is higher than the statfiéaleral rate of 35%. We have
significant operations located in New York City tla@e subject to state and local tax rates thahigteer than the tax rates assessed by other
jurisdictions where we operat

It is reasonably possible that we will recognizpragimately $1.0 million of previously unrecogniziek benefits as a result of anticipated
lapses in the statute of limitations during 200¢himi twelve months of our reporting date. If renzgd, the $1.0 million of tax benefits wo
affect the effective tax rate in 2009.

Net Income

Our net income was $3.3 million for the three maerghded March 31, 2009 compared to $2.7 milliortterprior year, an increase of $0.6
million, or 23%. Growth in our bankruptcy segmeesulting primarily from an increase in corporagstructuring engagements, as well as
growth in our settlement administration segmenttitbuted to the increase in net income. The insgamas offset in part by increased
expenses in the electronic discovery segment ipatijf the growth and expansion of the businesigdine in other operating income dur
the gain on the interest rate floor options recoeqiin the prior year quarter, as well as an irsgea our 2009 effective tax rate, resulting in
higher tax expense.

Results of Operations by Segment

The following segment discussion is presented basis consistent with our segment disclosure coediain Note 6 of our Notes to
Condensed Consolidated Financial Statements.

Electronic Discovery Segment

Electronic discovery operating revenue from extecoatomers before reimbursed direct costs ince@8e8 million, or 6%, to $14.0 million
for the three months ended March 31, 2009, compar&d3.2 million in the prior year. This increaserimarily attributable to additional
projects from existing clients, as well as the egian of our client base which resulted in an iaseein processing revenue.

Electronic discovery direct and administrative enges increased $2.2 million, or 31%, to $9.1 millior the three months ended March 31,
2009, compared with $6.9 million in the prior yedrhis increase is primarily a result of a $1.4limil increase in compensation, commission
and benefits expense resulting from expanded stpféi generate and support the continued growtreapénsion of our business; a $0.3
million increase in software maintenance costdeel#o client
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service capabilities; a $0.2 million increase iflding and equipment lease expense, primarily eeldd data center expansion; and a $0.1
million increase in travel expense.

Bankruptcy Segment

Bankruptcy operating revenue from external custerbefore reimbursed direct costs for the three hwanded March 31, 2009 was $17.3
million, an increase of $3.9 million, or 30%, comgéto $13.4 million in the prior year. This incseas primarily attributable to an increas
corporate restructuring engagements. Partiallyettffsy this increase was a decline in bankruptgstée fees, due to lower interest rates in the
first three months of 2009 compared to the samé p@@iod. Revenue from our Chapter 7 trustee basirsexpected to continue to be lower
than comparable prior periods if short-term interates do not increase from current levels.

Bankruptcy direct and administrative expenses emed $3.5 million, or 51%, to $10.4 million for teee months ended March 31, 2009,
compared to $6.9 million in prior year. The in@eas primarily attributable to a $1.1 million iease in compensation costs, due to addit
staffing in support of new client retentions; abnillion increase in outside services expenseiltiag from several large noticing
engagements; a $0.7 million increase in reimbuddestt costs, which directly corresponds to theease in operating revenue from
reimbursed direct costs; and a $0.5 million incegasntercompany expense related to call centeices performed by the settlement
administration segment for the bankruptcy segniEm.intercompany expense is eliminated in constitida

Settlement Administration Segment

Settlement administration operating revenue frotermal customers before reimbursed direct costs32as? million in the three months
ended March 31, 2009, an increase of $3.9 milkwr3%, compared to the prior year. This increaas due to a $2.0 million increase in
revenue primarily related to a large contract, aigb.7 million increase in professional servicaeneie related to several clients. These
increases were partially offset by a $3.7 milli@ctaase in legal notification revenue.

Settlement administration direct and administraéixpenses, including reimbursed direct costs Herthree months ended March 31, 2009
were $21.6 million, an increase of $0.8 million 486, compared to $20.8 million in the prior yeaneTincrease in expense is the result of an
increase in call center, outside services, andimgadlupplies costs of $1.3 million, which supportied large contract referenced above; and a
$2.4 million increase in reimbursable expensessg&liecreases were partially offset by a decrea$8.4f million in the cost of legal noticing
which is directly related to the decrease in legaification revenue.

Liquidity and Capital Resources
Operating Activities

During the three months ended March 31, 2009, perating activities provided net cash of $2.5 midli Contributing to net cash provided
operating activities was net income of $3.3 milleond increased non-cash expenses, such as dejpreeiatl amortization and share-based
compensation expense, of $7.9 million. These iteere partially offset by an $8.8 million net usecakh resulting from changes in operating
assets and liabilities. The most significant cleimgoperating assets and liabilities was a $14liiomincrease in trade accounts receivable,
related to a large matter in settlement adminisineind several large matters in the bankruptcynged. Trade accounts receivable will
fluctuate from period to period depending on theirig of sales and collections. Partially offsettthg increase in accounts receivable was an
increase in accounts payable and other liabildfe®5.1 million. Accounts payable will fluctuateofn period to period depending on timing of
purchases and payments.
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I nvesting Activities

During the three months ended March 31, 2009, ved gash of $4.7 million for the purchase of propartd equipment, including computer
hardware, purchased software licenses, and purdltaseputer hardware. Enhancements to our existiftgyare and the development of new
software is essential to client retention and cared growth, and during the three months ended Mat¢ 2009, we used cash of $2.3 million
to fund internal costs related to the developmésbéiware for which technological feasibility heden established. We anticipate that cash
generated from operations will be adequate to faudanticipated property, equipment, and softwaending for the foreseeable future.

Financing Activities

During the three months ended March 31, 2009, wee gash to pay approximately $0.9 million for capiéase payments. This financing use
of cash was partially offset by $0.6 million of mebceeds from stock issued in connection withetkercise of employee stock options. We
also recognized a portion of the tax benefit reldtethe exercise of stock options as a financlgee of cash.

As of March 31, 2009, our borrowings consisted®f.9 million (including the fair value of the emiakdl option) from the contingent
convertible subordinated notes, which bears intee4% per annum based on the $50.0 million pp@icamount, and approximately $8.0
million of obligations related to capital leases @leferred acquisition price payments. During 200& term of our contingent convertible
subordinated notes was extended to June 2010n@dtks will require the use of $50.0 million of caghhe extended maturity date if the note
holders do not convert the notes into shares otommon stock. The holders of the contingent cdible subordinated notes have the right
to convert at a price of approximately $11.67 ers. If any or all notes are converted into shafeour common stock prior to the
scheduled maturity of those notes, then therebeilho cash requirements associated with those dedveotes, other than the regular
payment of interest earned prior to the converdite.

As of March 31, 2009 we did not have any borrowiogsstanding under our $100.0 million senior rei@iMoan. During the term of the
credit facility, we have the right, subject to cdiapce with our covenants, to increase the semieolving loan to $175.0 million. Interest on
the credit facility is generally based on a spreed to exceed 325 basis points over the LIBOR réte of March 31, 2009, significant
financial covenants, all as defined within our dréakility agreement, include a leverage ratio twoéxceed 3.00 to 1.00, a fixed charge
coverage ratio of not less than 1.25 to 1.00, acurent ratio of not less than 1.50 to 1.00. AMarch 31, 2009, we were in compliance v
all financial covenants.

Covenants contained in our credit facility and im oontingent convertible subordinated notes ingllighitations on acquisitions, should we
pursue acquisitions in the future. Pursuant taeéh@s of our credit facility, we generally cannatur indebtedness outside the credit facility,
with the exceptions of capital leases and subotelthdebt, with a limit of $100.0 million of aggregaubordinated debt. Furthermore, for any
acquisition we must be able to demonstrate thas pro forma basis, we would be in compliance with covenants during the four quarters
prior to the acquisition and bank permission masbbtained for an acquisition for which cash coaistion exceeds $80.0 million or total
consideration exceeds $125.0 million.

We believe that funds generated from operations pur existing cash resources and amounts availeger our credit facility, will be
sufficient over the next 12 months, and for thee$eeable future thereafter, to finance currentliciated working capital requirements,
internal software development expenditures, prgpeduipment and third party software expenditude$erred acquisition price agreements
and capital leases, interest payments due on dstamding borrowings, and payments for other caoiid obligations.

Off-balance Sheet Arrangements
We generally do not utilize off-balance sheet ageaments in our operations; however, we enter ipgrating leases in the normal course of
business. Our operating lease obligations ardodisd in Note 6 of the Notes to Consolidated Firsr&tatements contained in our Annual

Report on Form 10-K for the year ended Decembef308.
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Critical Accounting Policies

In our Annual Report on Form 10-K for the year eh@=cember 31, 2008, we disclose accounting pslicaferred to as critical accounting
policies, that require management to use signifigadgment or that require significant estimat®danagement regularly reviews the selec
and application of our critical accounting policieBhere have been no updates to the critical atoaypolicies contained in our Annual
Report on Form 10-K for the year ended Decembef308.

Recently Adopted Accounting Pronouncements

In December 2007, the Financial Accounting Stansi&uoiard (“FASB”) issued SFAS No. 141 (revised 20@lsiness CombinatiorfsSFAS
141(R)"). SFAS 141(R) establishes guidelines ferrcognition and measurement of assets, lialsiléied equity in business combinations.
The provisions of SFAS 141 (R) were effective feras of January 1, 2009. Due to the adoption of SEAL(R) we now expense, as incur
acquisition-related costs for potential and comgaetcquisitions. Acquisition-related costs expengete first quarter of 2009 were
approximately $0.5 million. These costs are inctlige“Other operating expense (income)” in our Cemekd Consolidated Statements of
Income. SFAS 141(R) also amends SFAS No. A@8punting for Incom&axes, and now requires the recognition of changas acquirer’s
income tax valuation allowance on deferred taxesaauired tax contingencies associated with aitiuis that closed prior to the effective
date of SFAS 141(R) to apply the provisions of SHA%(R). The provisions of SFAS 141(R) will primarapply to all future acquisitions.

In December 2007, the FASB issued SFAS No. Nefcontrolling Interest in Consolidated Financidhfmentg“SFAS 160”"). SFAS 160
changes the way in which noncontrolling interestsubsidiaries are measured and classified onalaa&e sheet. The provisions of SFAS
160 were effective for us as of January 1, 200% ddhoption of SFAS 160 had no impact on our codat#d financial position or results of
operations.

In February 2008, the FASB issued FASB Staff Pasifi'FSP”) No. FAS 157-Zffective Date of FASB Statement No. 16FSP FAS 157-
2") which, as of February 12, 2008, indefinitelyialeed the effective date of SFAS No. 153ajr Value Measurementfr nonfinancial assets
and nonfinancial liabilities, except for items tlaaé recognized or disclosed at fair value in tharfcial statements on a recurring basis. The
provisions of FSP FAS 157-2 were effective for s®hJanuary 1, 2009. The adoption of FSP FAS 18itt20t have a material impact on
our financial position, results of operations, aslc flows.

In March 2008, the FASB issued SFAS No. 1Bisclosures about Derivative Instruments and Hedghativities — an amendment of FASB
Statement No. 138SFAS 161"). SFAS 161 changes the disclosure reguénts for derivative instruments and hedgingvdiets. The
provisions of SFAS 161 were effective for us adarfuary 1, 2009. The adoption of SFAS 161 hadnpact on our consolidated financial
position or results of operations. Disclosures meglby this statement are included in Note 3.

In April 2008, the FASB issued FSP No. FAS 14D8termination of the Useful Life of Intangible Asg&FSP FAS 142-3"). FSP FAS 142-
3 provides guidance on determining the usefuldffa recognized intangible asset. The provisidrisSP No. FAS 142-3 were effective for
us as of January 1, 2009. The provisions of FSP F3 had no impact on our consolidated financial parsior results of operations duri
the quarter ended March 31, 2009 as we did nowwvemextend the useful lives of any of our intargiassets.

In June 2008, the FASB issued FSP No. EITF 034Betermining Whether Instruments Granted in Shared8laPayment Transactions Are
Participating Securitie("FSP EITF 03-6-1"). FSP EITF 03-6-1 clarifies ttshtare-based payment awards that entitle theiehokd receive
non-forfeitable dividends or dividend equivalenggdre vesting should be considered participatirgisies, and requires them to be included
in the computation of earnings per share pursumtitet two-class method described in SFAS No. E28nings per Shar€'SFAS 128"). The
provisions of FSP EITF 03-6-1 were effective foragsof January 1, 2009, and requires all priorgokincome per share data presented to be
adjusted retroactively. We have determined thahtirevested share awards that were granted inrgtegfiarter of 2009 are participating
securities as defined by FSP EITF 03-6-1 becawesehhve equivalent common stock dividend rightscakdingly we have included these
shares in our basic and diluted share calculatisrappropriate. There is no prior period impadhix guidance as there were no participating
securities outstanding prior to the first quarte2@09. Details of the income per share calculatimdescribed in Note 4.

23




Table of Contents

In June 2008, the FASB ratified the consensus exhbly the EITF on three issues discussed at its IT2n2008 meeting pertaining to EITF
Issue No. 07-5Determining Whether an Instrument (or an Embeddeatre) Is Indexed to an Entity’s Own St¢ITF 07-5"). The issues
include how an entity should evaluate whether antgdinked financial instrument (or embedded fea)us indexed to its own stock,
including evaluating the instrument’s contingentéreise and settlement provisions; how the currémeyhich the strike price of an equity-
linked financial instrument (or embedded featusajénominated affects the determination of whetieinstrument is indexed to an entity’s
own stock; and how the issuer should account faketebased employee stock option valuation. Thetdo of EITF 07-5 did not have an
impact on our consolidated financial position.

In April 2009, the FASB issued FSP No. FAS 141(Ridcounting for Assets Acquired and Liabilities Ased in a Business Combination
That Arise from Contingenci€d-SP FAS 141(R)-1"). FSP FAS 141(R)-1 amends dadfies FASB No. 141 (revised 200Business
Combinations to address application issues raised by prepaedsitors, and members of the legal professiomitial recognition and
measurement, subsequent measurement and accoantihdisclosure of assets and liabilities arisiognfcontingencies in a business
combination. FSP FAS 141(R)-1 is effective for osbusiness combinations completed on or afteralgnl, 2009.

Recently | ssued Accounting Pronouncements

In April 2009, the FASB issued FSP No. FAS 107-a a®B 28-1,Interim Disclosures about Fair Value of Financiaktrumentg“FSP FAS
107-1 and APB 28-1"). FSP FAS 107-1 and APB 28nieiads FASB Statement No. 1@isclosures about Fair Value of Financial
Instruments, to require disclosures about the fair value wéficial instruments in interim as well as in antfirgncial statements. This FSP
also amends APB Opinion No. 28terim Financial Reporting to require those disclosures in summarized firsimeformation at interim
reporting periods. These standards are effectivpddods ending after June 15, 2009. We do npeeixthe adoption of FSP FAS 107-1 and
APB 28-1 to have a material effect on our condersadolidated financial statements and relatedatiaces.

Forward-Looking Statements

In this report, in other filings with the SEC amdgress releases and other public statements byfficers throughout the year, Epiq

Systems, Inc. makes or will make statements tlaat fdr or anticipate the future. These forwardking statements include statements about
our future business plans and strategies, and staments that are not historical in nature. s€ferward-looking statements are based on
our current expectations. In this Quarterly Reporform 10-Q, we make statements that plan fanticipate the future. Many of these
statements are found in the “Management’s Discasaiml Analysis of Financial Condition and Resuft®perations” section of this report.
Forward-looking statements may be identified bydgoor phrases such as “believe,” “expect,” “antitdy” “should,” “planned,” “may,”
“estimated,” “goal,” “objective” and “potential.’Section 27A of the Securities Act of 1933, as anedndnd Section 21E of the Securities
Exchange Act of 1934, as amended, provide a “safliedn” for forward-looking statements. Becausevind-looking statements involve
future risks and uncertainties, listed below avaety of factors that could cause actual resari experience to differ materially from the
anticipated results or other expectations expressedr forward-looking statements. These factoctude (1) any material changes in our
total number of client engagements and the volusse@ated with each engagement, (2) any materaadgds in our client’s deposit portfolio
or the services required or selected by our cliEnegagements, (3) material changes in the nuofideainkruptcy filings, class action filings
or mass tort actions each year, (4) risks assatiaiitn handling of confidential data and compliamdéh information privacy laws,

(5) changes in or the effects of pricing structured arrangements, (6) risks associated with tiegjiiation of acquisitions into our existing
business operations, (7) risks associated withralebtedness, (8) risks associated with foreignenry fluctuations, (9) risks associated with
developing and providing software and internet-dasehnology solutions to our clients, and (10kottisks detailed from time to time in our
SEC filings, including our annual report on FormKLOIn addition, there may be other factors notuded in our SEC filings that may cause
actual results to differ materially from any forwldooking statements. We undertake no obligationpgdate publicly or revise any forward-
looking statements contained herein to reflectriutevents or developments.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCL OSURES ABOUT MARKET RISK

The principal market risks to which we are exposetlide interest rates under our senior revolvirgglit facility, foreign exchange rates
giving rise to translation, and fluctuations in ght@erm interest rates on a portion of our bankzytustee revenue.

Interest on our senior revolving credit facilitygenerally based on a spread, not to exceed 325 haiats over the LIBOR rate. There were
no amounts due under our senior revolving creditifa as of March 31, 2009; thereby we had no mnearisk exposure.

We have limited operations outside of the Uniteat&, therefore, a portion of our revenues andresgseare incurred in a currency other than
U.S. dollars. We do not utilize hedge instruméatsianage the exposures associated with flucatirency exchange rates. The
companys operating results are exposed to changes in rgehates between the U.S. dollar and the fundtimmaency of the country whe

we have operations. When the U.S. dollar weakeamsagforeign currencies, the dollar value of raxenand expenses denominated in
foreign currencies increases. When the U.S. dstt@ngthens, the opposite situation occurs.

We currently do not hold any interest rate flootiaps or other derivatives.
ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

An evaluation was carried out by the Epiq Systdms,;s Chief Executive Officer and Chief Financiafficer of the effectiveness of the
design and operations of the company’s disclosonérals and procedures as defined in Exchange Atd R3a-15(e). Based on this
evaluation, our management, including the CEO aR@,&oncluded that our disclosure controls andgutaces are effective. Disclosure
controls and procedures are designed to ensuranfbanation required to be disclosed by the conyparits periodic filings with the SEC is
recorded, processed, summarized and reported nvtithitime periods specified in the SEC’s rules fanchs. Disclosure controls and
procedures include, without limitation, controlgigsrocedures designed to ensure that informatiquired to be disclosed by the company in
the reports that it files or submits to the SE@dsumulated and communicated to company’s managdeieluding its principal executive
and principal financial officers, or persons pemigrg similar functions, as appropriate to alloweigndecisions regarding required disclosure.

Changesin Internal Control Over Financial Reporting

There have been no changes in our internal contk@s financial reporting during the quarter entiétch 31, 2009, that have materially
affected, or are reasonably likely to materiallfeaf, our internal controls over financial repogtin
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PART Il - OTHER INFORMATION.
ITEM1 . LEGAL PROCEEDINGS
There have been no material changes in the liGgaummarized in our Annual Report on Form 10-Kiffier year ended December 31, 2008.
ITEM 1A . RISK FACTORS

There have been no material changes in our RistoFsaftom those disclosed in our Annual Report omi10-K for the year ended
December 31, 2008.

ITEMG6 . EXHIBITS

31.1 Certifications of Chief Executive Officer of the @pany under Rule 13a-14(a), as adopted pursu@gdtion 302 of the
Sarbanes-Oxley Act of 2002.

31.2 Certifications of Chief Financial Officer of the @pany under Rule 13a-14(a), as adopted pursu@gdtion 302 of the
Sarbanes-Oxley Act of 2002.

32.1 Certifications of CEO and CFO pursuant to 18 U.&éction 1350.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, the registrant hasedahis report to be signed on
its behalf by the undersigned, thereunto duly atgkd.

Epig Systems, Inc.

Date: April 29, 2009 /sl Tom W. Olofsor
Tom W. Olofsor
Chairman of the Boar
Chief Executive Office
Director
(Principal Executive Officer

Date: April 29, 2009 /sl Elizabeth M. Brahat
Elizabeth M. Brahar
Executive Vice President, Chief Financial Offi
(Principal Financial & Accounting Office
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Exhibit 31.1

CERTIFICATIONS

I, Tom W. Olofson, certify that:

1.

2.

Date:

| have reviewed this quarterly report on Form 10f@piq Systems, Inc.;

Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdactmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpriep

Based on my knowledge, the financial statementsoéimer financial information included in this qtety report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in
this quarterly report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd dave:

(@)

(b)

(©

(d)

designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this quarterly report mifg prepared;

designed such internal control over financial répgr or caused such internal control over finahi@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

evaluated the effectiveness of the registrant'sldésire controls and procedures and presentedsigjtfarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this quarterly
report based on such evaluation; and

disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the
equivalent functions):

(@)

(b)

all significant deficiencies and material weaknedsethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqubrt financial information;
and

any fraud, whether or not material, that involvemnaggement or other employees who have a significémin the registrant’s
internal control over financial reporting.

April 29, 2009

/sl Tom W. Olofsor

Tom W. Olofsor
Chairman of the Boar
Chief Executive Office




Exhibit 31.2
CERTIFICATIONS
I, Elizabeth M. Braham, certify that:
1. | have reviewed this quarterly report on Form 10f@piq Systems, Inc.;

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a materialdactmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlprep

3. Based on my knowledge, the financial statementsodimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd dave:

(a) designed such disclosure controls and proceduresused such disclosure controls and procedures designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this quarterly report mifg prepared;

(b) designed such internal control over financial répgr or caused such internal control over finahi@gaorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) evaluated the effectiveness of the registrant’sloésire controls and procedures and presentedsiiguarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this quarterly
report based on such evaluation; and

(d) disclosed in this report any change in the regi$santernal control over financial reporting tratcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reporting;dan

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

(a) all significant deficiencies and material weaknessehe design or operation of internal contradofinancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

(b) any fraud, whether or not material, that involveenagement or other employees who have a significémin the registrant’s
internal control over financial reporting.

Date:  April 29, 200!

/sl Elizabeth M. Brahar
Elizabeth M. Brahar
Executive Vice President, Chief Financial Offi




Exhibit 32.1
CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.SS8ECTION 1350.

I, Tom W. Olofson, Chief Executive Officer of Ep8ystems, Inc. (the “Company”), hereby certify parsito Section 1350, of chapter 63 of
titte 18, United States Code, and Section 906 ®@f3arbanes — Oxley Act of 2002, that, to the bEstyoknowledge, (1) the quarterly report
on Form 10-Q of the Company to which this Exhibiattached (the “Report”) fully complies with theuirements of section 15(d) of the
Securities Exchange Act of 1934, and (2) the inftion contained in the Report fairly presents,limeaterial respects, the financial condit
and results of operations of the Company.

/sl Tom W. Olofsor
Tom W. Olofsor

Dated: April 29, 200!

I, Elizabeth M. Braham, Chief Financial OfficerBpiq Systems, Inc. (the “Company”), hereby centifysuant to Section 1350, of chapter 63
of title 18, United States Code, and Section 90thefSarbanes — Oxley Act of 2002, that, to the bEmy knowledge, (1) the quarterly
report on Form 10-Q of the Company to which thisiBi is attached (the “Report”) fully complies Wwithe requirements of section 15(d) of
the Securities Exchange Act of 1934, and (2) tfierination contained in the Report fairly preseimsll material respects, the financial
condition and results of operations of the Company.

/sl Elizabeth M. Brahar
Elizabeth M. Brahar

Dated: April 29, 200!




