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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 June 30, 200
OR
O Transition Report Pursuant to Section 13 or 15(d) bthe Securities Exchange Act of 193
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 Secti or 15(d) of the Securities Excha

Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastfg@s. YedX] NoO

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥atb site, if any, every
Interactive Data File required to be submitted pasted pursuant to Rule 405 of Regulation S-T (8&Bof this chapter) during the
preceding 12 months (or for such shorter periotittiregistrant was required to submit and posh $iles). Yesd NoO

Indicate by check mark whether the registrantlerge 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 File(d Accelerated FileX]

Non-Accelerated FileO Smaller Reporting Compard
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the A¢eésd  No[X
The number of shares outstanding of registrant'srmaon stock at July 24, 2009:

Class Outstanding

Common Stock, $0.01 par val 36,156,62¢
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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 Six Months Ended
June 30, June 30,
2009 2008 2009 2008
REVENUE:
Case management servit $ 3581: $ 35,92¢ $ 70,34t  $ 64,72¢
Case management bundled products and set 3,47¢ 4,46: 6,80: 9,75¢
Document management servic 17,85! 16,54¢ 32,60: 26,36(
Operating revenue before reimbursed direct ¢ 57,13¢ 56,93 109,75. 100,83t
Operating revenue from reimbursed direct ¢ 9,051 7,90t 17,26¢ 13,01«
Total Revenut 66,19( 64,84: 127,01t 113,85:
OPERATING EXPENSE:
Direct cost of services (exclusive of depreciathonl amortization
shown separately belov 19,72 24,43¢ 39,39:¢ 43,26¢
Direct cost of bundled products and services (estetuof depreciatio
and amortization shown separately bel 85& 90¢ 1,71C 1,85¢
Reimbursed direct cos 9,03t 7,88( 17,08: 13,00:
General and administrati\ 23,84« 18,22 42,15 33,30(
Depreciation and software and leasehold amortiai 4,552 3,85: 9,06¢ 7,56:
Amortization of identifiable intangible asse 1,81¢ 2,32¢ 3,754 4,60:
Other operating expense (incon 13 85¢ 484 (1,519
Total Operating Expens 59,84( 58,48 113,64( 102,07!
INCOME FROM OPERATIONS 6,35( 6,35¢ 13,37¢ 11,777
INTEREST EXPENSE (INCOME):
Interest expens 36¢ 441 73¢ 93z
Interest incom (16) (36) (51) (180)
Net Interest Expens 34¢€ 40¢E 687 752
INCOME BEFORE INCOME TAXES 6,001 5,95¢ 12,69: 11,02t
PROVISION FOR INCOME TAXES 3,11¢ 2,79¢ 6,527 5,214
NET INCOME $ 2,88t $ 3,15¢  $ 6,16/ $ 5,811
NET INCOME PER SHARE INFORMATION:
Basic $ 0.0¢ $ 0.0¢ $ 017 $ 0.1€
Diluted $ 0.0¢ $ 0.0¢ $ 0.1€ $ 0.1¢
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING:
Basic 35,77¢ 35,42« 35,73: 35,357
Diluted 41,85¢ 41,63« 41,89¢ 41,51(

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

June 30, 200¢ December 31, 200:
ASSETS
CURRENT ASSETS:
Cash and cash equivale $ 28,21 $ 19,00¢
Trade accounts receivable, less allowance for doudtcounts of $2,540 and $2,600,

respectively 54,44t 48,54(
Prepaid expenst¢ 6,18¢ 6,01°F
Other current asse 2,25¢ 2,552

Total Current Asset 91,10% 76,11
LONG-TERM ASSETS:
Property and equipment, r 39,41¢ 39,95
Internally developed software costs, 12,50: 11,02«
Goodwill 264,40! 263,87
Other intangibles, net of accumulated amortizatib§45,57€and $41,714, respective 23,20( 26,85!
Other 96¢ 1,13¢
Total Lon¢-term Assets, ne 340,49: 342,83:
Total Assets $ 431,600 $ 418,94t
LIABILITIES AND STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 14,37¢  $ 12,78:
Accrued compensatic 6,24: 7,52¢
Deposits 2,811 2,15(
Deferred revenu 2,001 2,36:
Other accrued expens 3,03¢ 2,62¢
Current maturities of lor-term obligation: 56,62¢ 5,917
Total Current Liabilities 85,09! 33,35¢
LONG-TERM LIABILITIES:
Deferred income taxe 21,427 20,98¢
Other lon¢-term liabilities 10,37: 8,79¢
Long-term obligations (excluding current maturiti 655 55,31(
Total Lon¢-term Liabilities 32,45 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 stear#wrized; issued and outstanding —

36,147,978 and 35,657,823 she 361 357
Additional paic-in capital 243,91 237,64«
Accumulated other comprehensive |i (1,562 (2,687)
Retained earning 71,34. 65,17;

Total Stockholder Equity 314,05 300,49!
Total Liabilities and Stockholders’ Equity $ 431,60 $ 418,94¢

See accompanying Notes to Condensed Consolidateddicial Statements.
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Balance at December 31, 2C
Comprehensive incom

Net income
Foreign currency translation
adjustmen
Total comprehensive incon

Shar-based compensation pla
Balance at June 30, 20

Balance at December 31, 2C
Comprehensive incom

Net income
Foreign currency translation
adjustmen
Total comprehensive incon

Shar-based compensation pla
Balance at June 30, 20

See accompanying Notes to Condensed Consolidateddicial Statements.

EPIQ SYSTEMS, INC.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOC KHOLDERS’ EQUITY

(in thousands)

AND COMPREHENSIVE INCOME (UNAUDITED)

Accumulated

Other
Number of Additional Comprehensive
Outstanding Common Paid-In Retained
Shares Shares Capital Earnings Loss Total

35,65¢ $ 357 $ 23764 $ 65,177 $ (2,689 $ 300,49

— — — — 1,121 1,121

— — — — — 7,28¢

49C 4 6,27( — — 6,27¢

36,14¢ $ 361 $ 24391« $ 71,341 $ (1,562 $ 314,05

Accumulated
Other
Number of Additional Comprehensive
Outstanding Common Paid-In Retained
Shares Shares Capital Earnings Income Total

3527 $ 35¢ $ 231,98 $ 51,341 % 4 $ 283,68

— — — 5,811 — 5,811

— — — — 35 35

- - - - - 5,84¢

227 2 3,00( — 3,002

35,50 $ 35t $ 23498 $ 57,15 $ 39 $ 292,53(
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EPIQ SYSTEMS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(In thousands)

Six Months Ended June 30

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 activit

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipm
Internally developed software co:
Cash paid for business acquisition, net of cashieedj
Other investing activities, n

Net cash used in investing activit|

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from revolve
Payments on revolve
Payments under lo-term obligation:
Excess tax benefit related to st-based compensatic
Proceeds from exercise of stock optir

Net cash used in financing activiti

Effect of exchange rate changes on ¢

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

CASH AND CASH EQUIVALENTS, END OF PERIOD $

2009 2008
6,164 5,811
4,25¢ 1,39¢
51C 41¢
9,06¢ 7,56:
(80%) (80%)
3,75¢ 4,60:
1,032 467
(6,296) (16,549
(186€) 74
3,867 10,81;
(304) (27)
(69) 1,36
20,99( 15,13:
(6,509 (8,569
(3,842) (2,882)
— (4,712
57 10
(10,299 (16,159
— 2,00(
— (2,000
(3,319 (2,622)
304 27
1,561 1,42¢
(1,459 (1,166)
(34) —
9,20¢ (2,186)
19,00¢ 13,41¢
28,21¢ 11,22¢

See accompanying Notes to Condensed Consolidateddicial Statements.
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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 aljidments, 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.

In preparing these financial statements, we haetuated events and transactions for potential mgtiog or disclosure through July 30, 20
the date the financial statements were issued.

The results of operations for any quarter or aigdiscal 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 Statemeritediathe accounts of Epig and its wholly-owned &libges. Intercompany transactions
and balances have been eliminated in consolidation.

Nature of Operations

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 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 sourcédgsevenue.

*  Fees contingent upon the month-to-month deliveryase management services defined by client cdstmech as claims
processing, claims reconciliation, professionaviees, call center support, and conversion of dd#taan organized, searchable
electronic database. The amount we earn variesl mgearily on the size and complexity of the ergyagnt.

*  Hosting fees based on the amount of data stored.

» Deposit-based fees, earned primarily based onceptage of Chapter 7 total liquidated assets plaoetkposit with a designated
financial institution by our trustee clients, to @vh we provide, at no charge, software licensestdurhardware and hardware
maintenance, and postcontract customer suppolitesrnihe fees we earn are based on total liquidedeets placed on deposit by
our trustee clients and may vary based on fluatnatin short-term
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interest rates. Interest rate fluctuations are samaé mitigated by pricing arrangements with eaolricial institution that set ceilings
and floors on the interest rates that we earn.

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

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

Services related to electronic discovery and satlg administration are billed based on volumeanedevaluated pursuant to Emerging
Issues Task Force (“EITF”) 00-2Revenue Arrangements with Multiple Deliveralf&TF 00-21"). For these contractual arrangements
have identified each deliverable service elem@&ased on our evaluation of each element, we hatezrdmed 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 effttir value of each element based either on tice pre charge when we sell an element
standalone basis or based on third-party evidehfarovalue of such similar services. Lastly, @irangements do not include general rights
of return. Accordingly, each of the service eletseén our multiple element case and document managearrangements qualifies as a
separate unit of accounting under EITF 00-21. Waeate 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 arrarg@m As we have evidence of an
arrangement, revenue for each separate unit otiatiog is recognized each period in accordance 8fi#fif 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 relate@nexe recognition criteria are recognized
customer deposit until all revenue recognitionetiit have been satisfied.

Software Arrangements

For our Chapter 7 bankruptcy trustee arrangemexgqrovide our trustee clients with a softwarense, hardware lease, hardware
maintenance, and postcontract customer supporitesnall at no charge to the trustee. The tragisce their liquidated estate deposits with
a financial institution with which we have an agement. We earn contingent monthly fees from ithencial institutions based on the dollar
level of average monthly deposits held by the &@stwith that financial institution related to 8wftware license, hardware lease, hardware
maintenance, and postcontract customer suppoiitesrvWe account for the software license andgpostact customer support elements in
accordance with Statement of Position 9B&ftware Revenue Recognitid8OP 97-2"). Since we have not established vesgecific
objective evidence (“VSOE”) of the fair value okthoftware license, we do not recognize any revenuelivery of the software. The
software element is deferred and included withréfimeaining undelivered element, which are postcehtastomer 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 witHitr@ncial institution. Accordingly, we
recognize this contingent usage based revenuestensivith the guidance provided by the Americastitate of Certified Public
Accountants’ Technical Practice Aid 5100.Fajr Value in Multiple-Element Arrangements Thatlirde Contingent Usage-Based Fees and
Software Revenue Recognitiagithe fee becomes fixed or determinable at the gictual usage occurs and collectibility is probablhis
occurs monthly as a result of the computationingjlnd collection of monthly deposit fees contually agreed to. At that time, we have ¢
satisfied the other revenue recognition criteriatamed in SOP 97-2 since we have persuasive esédirat 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 018etermining Whether an Arrangement Contains a
Lease, we account for this hardware as a lease. Abkdindware maintenance arrangement is an executatyaco similar to an operating
lease, we use guidance related to contingent seimaperating lease arrangements for hardwareteraince as well as for the hardware
lease. Since the payments under all of our arrargés are contingent upon the level of trustee siepand the delivery of upgrades and
other services, and there remain important uncgi¢ai regarding the amount of unreimbursable ogett$o be incurred by us, we account for
the hardware lease as an operating lease in acm@déath Statement of Financial Accounting Standdf8FAS”) 13,

6
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Accounting for Lease. Therefore, all lease payments, based on theatstd fair value of hardware provided, were accedifior as

contingent rentals under EITF Issue No. 9&&;ounting for Contingent Reahd SAB Topic 13, which requires that we recognéeal

income when the changes in the factor on whiclctimingent lease payment is based actually octhis occurs at the end of each period as
we achieve our target when deposits are held atepesitory financial institution as, at that tire@jdence of an arrangement exists, delivery
has occurred, the amount has become fixed andnietgsle, and collection is reasonably assureds fidenue, which is less than ten per

of our total revenue, is included in the ConderSedsolidated Statements of Income as a componénasé management services” revenue.

Reimbursemen

We have revenue related to the reimbursement tdinesosts, primarily postage. Consistent withdguaice provided by EITF No. 01-14,
Income Statement Characterization of Reimburseniteteived fo“Out-of-Pocket” Expenses Incurredreimbursed postage and other

reimbursable direct costs are recorded gross iCtdrelensed Consolidated Statements of Income asr&@pg 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 ferricognition and measurement of assets, lialsiléied 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 experigete first six months 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. 2@@punting 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. Nefcontrolling Interest in Consolidated Financidhfmentg“SFAS 160"). SFAS 160
changes the way in which noncontrolling interestsubsidiaries are measured and classified onalaab&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 Pasi{i'FSP”) No. FAS 157-Zffective Date of FASB Statement No. 16FSP FAS 157-
2") which, as of February 12, 2008, indefinitelyiale=d 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, 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 provisidisSP FAS 142-3 were effective for us as
of January 1, 2009. The provisions of FSP FAS 142 no impact on our consolidated financial positir results of operations during the
six months ended June 30, 2009 as we did not ren@xtend the useful lives of any of our intangiagsets.

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 theiehekd 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
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method described in SFAS No. 1E3rnings per Shar€'SFAS 128"). The provisions of FSP EITF 03-6-1 wexffective for us as of
January 1, 2009, and require all prior period inegrar share data presented to be adjusted retrelgctWe have determined that nonvested
share awards that were granted in the first quaft009 are participating securities as defined8f EITF 03-6-1 because they have
equivalent common stock dividend rights. Accordimave have included these shares in our basiaédated share calculations as
appropriate. There is no prior period impact @ tluidance as there were no participating seesrautstanding prior to the first quarter of
2009. Details of the income per share calculatiendescribed in Note 4.

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 whetiheinstrument 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 prepaedstors, 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.

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 28rieiads 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 firsimaformation at interim
reporting periods. These standards are effectivpddods ending after June 15, 2009. The dischsstequired by this guidance are included
in Note 8.

In May 2009, the FASB issued SFAS No. 18hpsequent Evenf§SFAS 165"). SFAS 165 establishes general starsddaf@ccounting for
and disclosure of events that occur after the loal@heet date but before financial statementsaued or are available to be issued. SFAS
165 requires the disclosure of the date througttlvan entity has evaluated subsequent events arzhtis for that date. The provisions of
SFAS 165 are effective for reporting periods endiftgr June 15, 2009. The disclosures requiredHASS165 are included in Note 1.

Recently | ssued Accounting Pronouncements

In June 2009, the FASB issued SFAS No. Td& FASB Accounting Standards Codification andHiegarchy of Generally Accepted
Accounting Principle— a replacement of FASB Statement No.(18BAS 168"). SFAS 168 identifies the sources af@inting principles
and the framework for selecting the principles uisetthe preparation of financial statements of rmmegnmental entities that are presented in
conformity with generally accepted accounting pipies in the United States. SFAS 168 is effectivepieriods ending after September 15,
2009. We do not expect the adoption of SFAS 1@8&éerthird quarter of 2009 will have an impact am condensed consolidated financial
position, but the adoption will change the formbthe references to accounting guidance withinregulatory filings.
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NOTE 2: GOODWILL AND INTANGIBLE ASSETS

The change in the carrying amount of goodwill foe first six months of 2009 was as follows (in teaods):

Electronic Settlement

Discovery Bankruptcy Administration Total
Balance as of December 31, 2( $ 79,58t $ 151,43 $ 32,84 $ 263,87:
Foreign currency translation and otl 534 — — 534
Balance as of June 30, 20 $ 80,12( $ 151,43t $ 3284 $ 264,40!

Amortizing identifiable intangible assets as of d@®, 2009 and December 31, 2008 consisted obtteving (in thousands):

June 30, 2009 December 31, 2008
Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization
Customer relationshif $ 40,08¢ $ 24,00 $ 39,98t $ 22,03¢
Trade name 74¢ 745 74¢ 74¢
Non-compete agreemer 27,944 20,83! 27,83¢ 18,93(
$ 68,77¢ $ 45,57¢ $ 68,56! $ 41,71

Customer relationships and non-compete agreemettischrry a weighted average life of eight yearggregate amortization expense related
to identifiable intangible assets was $1.8 millaord $2.3 million for the three months ended June&2B809 and 2008, respectively, and was
$3.8 million and $4.6 million for the six monthsde June 30, 2009 and 2008, respectively. Amdidizaxpense related to identifiable
intangible assets for fiscal year 2009 and theWailhg five years is estimated as follows (in thowds):

Estimated
Year Ending Amortization

December 31, Expense
2009 $ 7,601
2010 6,692
2011 4,83
2012 4,652
2013 3,07(
2014 192
$ 27,03¢
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NOTE 3: LONG-TERM OBLIGATIONS

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

June 30, December 31
2009 2008
Contingent convertible subordinated debt, includéngbedded optio $ 51,54 $ 52,34¢
Capital lease 2,86: 4,68
Deferred acquisition pric 2,87¢ 4,192
Total lon¢-term obligations, including current porti 57,28: 61,22:
Current maturities of lor-term obligations (56,62¢) (5,917
Long-term obligations $ 65 $ 55,31

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 revghldan to $175.0 million. The amended
credit facility is secured by liens on our realpeay and a significant portion of our personalgandy. Interest on the amended credit facility
is generally based on a spread, not to exceed 835 points, over the LIBOR rate. There were nowmts due under the senior revolving
credit loan as of June 30, 2009 or December 318.2D0 determine the amount that we may borrow$tt@0.0 million available under the
revolving loan is reduced by $1.8 million in outaténg letters of credit as of June 30,2009.

Our amended credit facility contains financial coaets related to earnings before interest, prowifdo income taxes, depreciation,
amortization and other adjustments as definedaratireements and total debt. In addition, ouritfadility also contains financial covenal
related to senior debt, fixed charges, and workigjtal. As of June 30, 2009, we were in compkawith all financial covenants.

Contingent Convertible Subordinated Notes

During June 2004, we issued $50.0 million of cagyint convertible subordinated notes (“convertildéer”) with a fixed 4% per annum
interest rate and an original maturity of JuneZl®7. The holders of the convertible notes haditite to extend the maturity date by up to
three years. In April 2007, the holders exerciggslright and the maturity date of the convertibdgées 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 basisaswhrdingly, the number of shares of common stoekwould issue on conversion would be
adjusted. The convertible notes are convertiltte 423 million shares of our common stock at agoo€approximately $11.67 per share, and
do not contain the right to any dividends. We héneeright to require that the holders of the cotillr notes convert to equity if our share
price exceeds $23.33 on a weighted average bas®fconsecutive trading days.

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 embeajatzzh subject to bifurcation. The embedded opti@s initially valued at $1.2 million
and the convertible notes balance was reducedebygaime amount. During April 2007, the holdershef¢onvertible notes exercised their
right to extend and we performed a final valuato®estimate the fair value of the embedded opt®ofdhe approximate date of the
extension. The estimated fair value of the embedxgition at this date, included as a componerti@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 “Current maturitiesoofg-term obligations” on the Condensed Consolid8&dnce Sheet at June 30, 2009 and
is a component of “Long-term obligations (excludmgrent maturities)” at December 31, 2008. If anpvertible notes are converted into
shares of our common stock prior to June 15, 20unamortized embedded option value relatedasetishares will be recognized as a
in the period the conversion occurs. The abovagésrelated to the carrying value of the conviertifotes, the estimated fair value of the
embedded option, and the amortization of the falue of the embedded option do not affect our fash
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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 éaehve-month period ending June 30 (in thousands):

2010 $ 56,62¢
2011 60%
2012 50
2013 —
2014 =
Total $ 57,28:

NOTE 4: NET INCOME PER SHARE

Basic net income per share is computed on the b&sisighted average outstanding common sharelsteldinet 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 imetome per share calculation is increased by theust 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 weseed during the quarter are participating seegrliecause they have non-forfeitable rights to
dividends. Accordingly, the basic net income persktalculation below is calculated under the tfess method calculation, which is
discussed in SFAS 128. In determining the numbelilofed shares outstanding, we are required atis the more dilutive earnings per
share result between the treasury stock methodlediten and the two-class method calculation. Rerthree and six months ended June 30,
2009, the two-class method calculation was morgidé; therefore, the diluted net income per sliafi@mation below is presented following
the two-class method. While FSP EITF 03-6-1 requiegrospective application, there is no impaaupprior year calculation as we did not
have any participating securities outstanding dytire prior year.

11
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The computation of basic and diluted net incomespeare for the three and six months ended Jun208®, is as follows (in thousands, except
per share data):

Three months ended June 30, 2009 Six months ended June 30, 2009
Weighted Weighted
Average Average
Common Common
Shares Shares
Net Income Outstanding Per Share Net Income Outstanding Per Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount
Net income $ 2,88¢ $ 6,164
Less: net income allocated to
nonvested shar¢? (24) (39
Basic net income available to
common stockholders 2,862 35,77¢ $ 0.0¢ 6,12¢ 35,73: $ 0.17
Effect of dilutive securities
Stock options — 1,792 — 1,87¢
Convertible deb 301 4,28¢ 59¢ 4,28¢
Add-back: net income allocated to
nonvested shar¢® 24 — 35 —
Less: net income re-allocated to
nonvested share (23 — (33) —
Diluted net income available tc
common stockholders $ 3,16‘ 41,85‘ $ 0.0¢ $ 6,73( 41,895 $ 0.1¢€

@) Net income allocated to holders of nonvested sharealculated based upon a weighted average pagenf nonvested shares in
relation to total shares outstanding.

The computation of basic and diluted net incomespere for the three and six months ended Jun20B®, is as follows (in thousands,
except per share data):

Three months ended June 30, 2008 Six months ended June 30, 2008
Weighted Weighted
Average Average
Common Common
Shares Per Share Shares Per Share
Net Income Outstanding Amount Net Income Outstanding Amount
Basic net income per common sh $ 3,15¢ 3542: $ 0.0¢ $ 5,811 3535 $ 0.1¢
Effect of dilutive securities
Stock options — 1,92¢ — 1,867
Convertible deb 301 4,28¢ 603 4,28¢
Diluted net income per sha $ 3,45k 41,63¢ $ 0.0¢ $ 6,41¢ 4151 $ 0.1t

For the three month period ended June 30, 2002@08, weighted-average outstanding stock optiotading approximately 1.9 million for
both periods were antidilutive, and therefore natuded in the computation of diluted net incomegieare. For the six month period ended
June 30, 2009 and 2008, weighted-average outs@usthiek options totaling approximately 1.8 milliand 1.7 million shares of common
stock, respectively, were antidilutive and therefoot included in the computation of diluted netdime per share.

NOTE 5: SHARE-BASED COMPENSATION
The 2004 Equity Incentive Plan, as amended (th@428lan”), limits the combined grant of optionsatmuire shares of common stock, stock
appreciation rights, and nonvested share awardsrihd 2004 Plan to 7,500,000 shares. Any graskutine 2004 Plan that expires or

terminates unexercised, becomes unexercisablg forfeited will generally be available
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for future grants. At June 30, 2009, there were@aymately 1,341,000 shares of common stock avkglédr future equity-related grants
under the 2004 Plan.

During the six months ended June 30, 2009, we gda?85,000 nonvested share awards at a weightedegvgrant date price of $14.49 per
share, which vest six months after the date oftgrh000 stock options with a weighted-average@se price of $14.49 per share, which
vest 20% per year over five years, and 171,00ksiptions with a weighted-average exercise pricgl@.02, which vest over a seven year
period at 20% per year over the five year periagifréng on the third anniversary of the grant.

The weighted-average grant date fair value of stgtions granted during the six months ended JOn@@09 and 2008 was $8.00 per option
and $5.88 per option, respectively. The weightegkage assumptions used for the calculation of thakes, utilizing the Black-Scholes
methodology, were as follows:

Six Months Ended

June 30, 200¢ June 30, 200¢
Expected volatility (% 47.C 41.C
Dividend yield (%) — —
Risk-free interest rate (% 2.7 2.€
Expected life of stock option (yeal 6.2 5.C

During the three months ended June 30, 2009 an8, 209 recognized share-based compensation expehigh, is a non-cash charge, for
stock option and nonvested share awards of appeiglgn$2.8 million and $0.9 million, respectivedf,which $0.1 million and $0.2 million,
respectively, is included under the caption “Direast of services” and $2.7 million and $0.7 millisespectively, is included under the
caption “General and administrative” on the acconypgy Condensed Consolidated Statements of Income.

During the three months ended June 30, 2009 an8, 209 recognized a net tax benefit of approxima$elys million and $0.3 million,
respectively, related to aggregate share-basedawmsation expense recognized during the same period.

During the six months ended June 30, 2009 and 2008ecognized share-based compensation expenid isfa non-cash charge, for stock
option and nonvested share awards of approxim&®& million and $1.4 million, respectively, of vehi $0.3 million and $0.5 million,
respectively, is included under the caption “Direast of services” and $4.0 million and $0.9 millisespectively, is included under the
caption “General and administrative” on the acconypey Condensed Consolidated Statements of Income.

During the six months ended June 30, 2009 and 2008gcognized a net tax benefit of approximatdlyp$nillion and $0.5 million,
respectively, related to aggregate share-basedemsagion expense recognized during the same pémodf June 30, 2009, there was $10.6
million of total unrecognized compensation cosated to nonvested share-based awards, which witdmgnized over a weighted-average
period of 2.9 years.

NOTE 6: SEGMENT REPORTING

We have three reporting segments: electronic dimgowankruptcy, and settlement administrationr €ectronic discovery business provi
collections and forensics, processing, and seardhreview 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 prosaations that address the needs of trusteesmingter bankruptcy proceedings and of
debtor corporations that file a plan of reorganarat Our settlement administration segment pravis@naged services including legal
notification, claims administration and controliddbursement.

The segment performance measure is based on esibefgye interest, taxes, depreciation and amddizaother operating expense (incon
and share-based compensation expense. In managemetuation of performance, certain costs, sagltompensation 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 asstedn be identified to a segment and primarilysest of trade receivables, property,
equipment and leasehold improvements, softwaretifisble intangible assets and goodwill. Cash,
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tax-related assets, and certain prepaids and aisets are not allocated to our segments. Althaggban and do identify long-lived assets
such as property, equipment and leasehold improwtansoftware, and identifiable intangible asseteporting segments, we do not allocate
the related depreciation and amortization to tlggremt as management evaluates segment performeeiosiee of these non-cash charges.

Following is a summary of segment information foe three months ended June 30, 2009. The intersggmenues in the three months
ended June 30, 2009 related primarily to call aeseevices performed by the settlement administnagsegment for the bankruptcy segment.

Three Months Ended June 30, 200

Electronic Settlement
Discovery Bankruptcy Administration Eliminations Total
(in thousands)
Revenue
Operating revenue from external customers before
reimbursed direct cos $ 14,33t $ 24,07¢ $ 18,72¢ $ — 3 57,13¢
Intersegment revent = 1 607 (60¢) —
Operating revenue before reimbursed direct ¢ 14,33¢ 24,07¢ 19,33: (60¢) 57,13¢
Operating revenue from reimbursed direct ¢ 37 3,19¢ 5,81¢ — 9,051
Total revenug 14,37: 27,27t 25,15 (60¢) 66,19(
Direct costs, general and administrative ¢ 9,981 14,77 19,95 (60€) 44,10(
Segment performance meas $ 4,391 $ 12,50 $ 519¢ $ — $ 22,09(

Following is a summary of segment information foe three months ended June 30, 2008. Intersegensmiues for this period were not
considered material to the segment reporting iné&dion.

Three Months Ended June 30, 2008

Electronic Settlement
Discovery Bankruptcy Administration Total
(in thousands)
Revenue
Operating revenue from external customers before
reimbursed direct cos $ 16,27¢ % 12,49¢ $ 28,16. $ 56,931
Operating revenue from reimbursed direct ¢ 19 86¢ 7,015 7,90t
Total revenu 16,29 13,36 35,17¢ 64,84:
Direct costs, general and administrative ¢ 8,23: 7,22¢€ 29,12¢ 44 58"
Segment performance meas $ 8,06¢ $ 6,141 $ 6,05 $ 20,25t
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Following is a reconciliation of our segment penfiance measure to income before income taxes (irsémals):

Three Months Ended June 30,

2009 2008
Segment performance meas $ 22,09 $ 20,25¢
Corporate and unallocated expen (6,579 (5,98¢)
Shar-based compensation expel (2,789 (872
Depreciation and software and leasehold amortia: (4,552 (3,859
Amortization of intangible asse (1,819 (2,325
Other operating expen: (13 (859
Interest expense, n (349) (405)
Income before income tax $ 6,001 $ 5,95¢

Following is a summary of segment information foe six months ended June 30, 2009. The intersegmeshiues in the six months ended
June 30, 2009 related primarily to call center mexv performed by the settlement administratiomreag for the bankruptcy segment.

Six Months Ended June 30, 2009

Electronic Settlement
Discovery Bankruptcy Administration Eliminations Total
(in thousands)
Revenue
Operating revenue from external customers
before reimbursed direct co: $ 28,38 $ 41,40¢ $ 39,96: $ — $ 109,75:
Intersegment revent — 1 1,12C (1,129 —
Operating revenue before reimbursed direct ¢ 28,38¢ 41,40° 41,08: (1,127 109,75
Operating revenue from reimbursed direct ¢ 62 4,71¢ 12,48¢ — 17,26¢
Total revenu 28,44¢ 46,12¢ 53,56 (1,127 127,01¢
Direct costs, general and administrative ¢ 19,10; 25,20 41,56 (1,129 84,75
Segment performance meas $ 9,335 $ 20,922 $ 12,00( $ — $ 42,26:
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Following is a summary of segment information tee six months ended June 30, 2008. Intersegmeetues for this period were not
considered material to the segment reporting iné&dion.

Six Months Ended June 30, 2008

Electronic Settlement
Discovery Bankruptcy Administration Total
(in thousands)
Revenue
Operating revenue from external customers before
reimbursed direct cos $ 29,51¢ $ 25,86: $ 45,46( $ 100,83t
Operating revenue from reimbursed direct ¢ 121 1,701 11,192 13,01
Total revenue 29,637 27,56: 56,657 113,85:
Direct costs, general and administrative ¢ 15,17¢ 14,12 49,89:¢ 79,19¢
Segment performance meas $ 14,45¢ $ 13,43¢ $ 6,75¢ $ 34,65

Following is a reconciliation of our segment perfiance measure to income before income taxes (us#mals):

Six Months Ended June 30

2009 2008
Segment performance meas $ 42,26 $ 34,65
Corporate and unallocated expen (11,329 (20,830
Shar-based compensation expel (4,25¢€) (2,396
Depreciation and software and leasehold amortia: (9,06€) (7,569
Amortization of intangible asse (3,759 (4,607%)
Other operating (expense) incol (4849 1,512
Interest expense, n (687) (752)
Income before income tax $ 12,690 $ 11,02t
Following are total assets by segment (in thougands
June 30, December 31,
2009 2008
Assets
Electronic Discoven $ 141,21: $ 139,21¢
Bankruptcy 188,10! 184,90t
Settlement Administratio 58,73¢ 60,14¢
Corporate and unallocat 43,54¢ 34,67¢
Total consolidated asse $ 431,600 $ 418,941
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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 sliéair 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 flqufams and realized a $3.5 million gain. The $2illion difference between the realized gain
of $3.5 million and the previously unrealized gafr$1.1 million was included as a component of “@thperating expense (income)” for the
six months ended June 30, 2008 on the accompa@gndensed Consolidated Statements of Income. Barad 30, 2009 we did not hold ¢
interest rate floor options, other derivativesauoction rate securities.

NOTE 8: FAIR VALUES OF ASSETS AND LIABILITIES
SFAS No. 157 establishes a three-level fair valaealhchy based upon the assumptions (inputs) wuspdde assets or liabilities. The

hierarchy requires us to maximize the use of otad#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.

Assets

The carrying value and estimated fair value of@ash equivalents, which consist of short-term manayket funds, are classified as Level 1
and are presented in the following table at Jun€809 and December 31, 2008. As of June 30, 208P&cember 31, 2008, the carrying
value of our trade accounts receivable approximigiedialue.

Estimated Fair Value Measurements

Quoted Significant
Prices in Other Significant
Active Observable Unobservable
Items Measured at Fair Value on ¢ Carrying Markets Inputs Inputs
Recurring Basis Value (Level 1) (Level 2) (Level 3)
June 30, 2009
Financial Assets
Money market fund $ 22,410 $ 22,410 $ — $ —
December 31, 2008
Financial Assets
Money market fund $ 19,34 $ 19.34( $ — $ —

Liabilities

As of June 30, 2009 and December 31, 2008, thgingrvalue of accounts payable, deferred acquisipioce payments, capital leases, and
the embedded option related to our convertibleshapproximated fair value. As of both June 30, 2808 December 31, 2008, the carrying
value of convertible debt was approximately $50illian. The fair value of our convertible debt wastimated at $65.9 million and $71.6
million as of June 30, 2009 and December 31, 2@ectively. This amount was estimated by takimeg®50.0 million in outstanding debt,
divided by the conversion price of $11.67 per
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share, to arrive at an estimated number of shhed¢swould be issued assuming conversion of alhefriotes. The estimated number of shares
was then multiplied by the closing price of our eoon stock on the last day of the respective repgtieriod to arrive at an estimate of the
fair value of our convertible debt.

NOTE 9: SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental cash flow information is as followstfiousands):

Six Months Ended

June 30,
2009 2008

Cash paid for:

Interest $ 157C $ 1,48¢

Income taxes paid, n 4,121 3,42
Non-cash investing and financing transactions

Property, equipment, and leasehold improvementsaiaddn accounts payak 1,047 2,18¢
NOTE 10: ACQUISITIONS

On April 4, 2008, our wholly-owned subsidiary, E@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 $illion, 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 Septembel0O8®, 2vhich required an additional payment
of $0.6 million in the fourth quarter of 2008; atit accrual of an additional payment of approxinya£®45,000 (as of June 30, 2009
approximately $0.9 million, including interest) dme2010. These additional payments were recordquliechase price adjustments. If certain
other revenue targets are satisfied prior to ticerset and third anniversary dates of the agreemengre required to make additional
payments. We have determined that it is probalalettese targets will be satisfied and have beerueng a liability for total payments of
approximately £400,000 (as of June 30, 2009 apprately $0.7 million). These amounts are recordecbaspensation expense over the
contingency period.

The allocation of the purchase price was as foll@d@s3 million to net assets, $1.1 million to custr contracts, $1.1 million to non-compete
agreements, $0.7 million to establish a deferrgdigdility related to the acquired intangible assand $5.3 million to goodwill. The purch
price in excess of the value of the acquired idiatie net assets reflects the strategic value lveepl on Pinpoint as this acquisition facilite
the expansion of our electronic discovery busimesse United Kingdom.

The acquisition was accounted for using the puehasthod of accounting with the operating resui¢fuided in the accompanying
Condensed Consolidated Financial Statements frenddke of acquisition. The operating results ofabguired entities are included within
our electronic discovery segment. The pro formalte®f the acquired entities for the period Japdar2008 through the date of acquisition
were not material to our consolidated results arapons.

NOTE 11: LEGAL PROCEEDINGS

On July 29, 2008, the Alaska Electrical PensiondHiled a putative shareholder derivative actiothia U.S. District Court for the District of
Kansas (Civil Action No. 08-CV-2344 CM/JPQ), allegion behalf of Epiq Systems that each of our cigi@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 partigidan 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 ohei trading in company stock. The plaintiff is segkamong other things, unspecified mol
damages, an accounting for
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profits obtained from the alleged backdating ofiap, specified changes in our corporate governpnlieies, punitive damages and
rescission of the allegedly backdated options.

In October 2008, the company and the individua¢ddénts filed a motion to dismiss the plaintiffanplaint on a variety of grounds. The
Court entered a Memorandum and Order on June 3, @0 respect to the dismissal motion, which Ord@rarred certain of plaintiff's
federal securities law claims arising before Jlly 2005, leaving only the claim for the stock optgrant dated June 3, 2006; (ii) held tha
statute of limitations was tolled on those fedsedurities law claims; (iii) barred plaintiff's athfederal securities law claims arising before
December 9, 2003; (iv) declined to rule at thaetiom defendants’ motions to dismiss plaingifftate law claims based on any statute of re
or statute of limitations; (v) dismissed plaintiffstate law claim for constructive fraud; and f8)d that plaintiff's complaint stated federal
securities law and state law claims with sufficipatticularity to avoid dismissal at this stageéhia proceedings.

The individual defendants and the company havd file answer denying the plaint&ftlaims. Discovery in this action is just begirgnand i
expected to continue until summer 2010.

We believe the plaintiff's claims are without meaiid will continue to defend against them vigorgublo amounts have been recorded in the
accompanying Condensed Consolidated Financialr8&ates associated with this matter.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND 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 solwgifor the legal profession. Our solutions streaenthre administration of bankruptcy,
litigation, financial transactions and regulatoonpliance matters. We offer innovative technologhsons for electronic discovery,
document review, legal notification, claims admirdgon and controlled disbursement of funds. Qients include law firms, corporate legal
departments, bankruptcy trustees and other profesisadvisors who require innovative technologgpmsive service and deep subject-
matter expertise.

We have three reporting segments: electronic desgowbankruptcy, 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 eDataMaiM software analyzes, filters, deduplicates andlpces 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 impacts of current economic conditifam the electronic discovery market
have resulted in customers delaying new litigatiostarting-up activities related to new signedgets due to budgetary constraints, as well
as pricing pressures in the industry, as discussatbre detail below.

The substantial increase of electronic documentsusynesses has changed the dynamics of how attosa@port discovery in complex
litigation matters. Due to the complexity of cagég, volume of data that are maintained electrdiyicand the volume of documents that are
produced in all types of litigation, we anticipdtat law firms will become increasingly reliant electronic evidence management systems to
organize and manage the litigation discovery preces

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.

In the first half of 2009, we opened new officeBiissels and Hong Kong, established global reachur data centers in the U.S., Europe
and Asia and expanded our offerings to include ftatnsics and collections services and documengweservices. We expect industry
pricing pressures, as well as a slower pace istdrg-up of litigation matters, both of which camddtributed to the current economic climate,
to continue for the remainder of 2009.

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 numinemotases filed in the fiscal
year ended September 30, 2008, accounted for appatety 65% of all bankruptcy filings. In a Chap#case, the debtor’s assets
are liquidated and the resulting cash proceedaseé by the Chapter 7 bankruptcy trustee to pajitors. Chapter 7 cases typically
last several years.

e Chapter 11 is a reorganization model of bankrufacygorporations that, as measured by the numbeewfcases filed in the fiscal
year ended September 30, 2008, accounted for aippaitely 1% of all bankruptcy filings. Chapter 11
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generally allows a company, often referred to asdtbtor-in-possession, to continue operating uagdan of reorganization to
restructure its business and to modify paymentgeshboth secured and unsecured obligations. Chafiteases generally last
several years.

»  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 aippaitely 34% of all bankruptcy filings. In a Chapied case, debtors make
periodic cash payments into a reorganization prahaaChapter 13 bankruptcy trustee uses thesepegshents to make monthly
distributions to creditors. Chapter 13 cases tylyidast between three and five years.

As reported by the Administrative Office of the UGurts, bankruptcy filings for the 12 month pdrended March 31, 2009 increased 33%
versus the same period in 2008. During this pe@thpter 7 filings increased 46%, Chapter 11 fdimgcreased 69%, and Chapter 13 filings
increased 11%. The frequently long-term, multi-yeaure of corporate restructuring bankruptcy eegants provides us visibility into
potential revenues in future periods. For the Céraptrustee services component of the bankruggynent, the increase in filings is expec
to translate into growth in client deposit balanedated to asset liquidations taking place inghli number of cases and pricing is not
expected to change for the remainder of 2009.

The end-user customers of our bankruptcy busimesdebtor corporations that file a plan of reorgation and professional bankruptcy
trustees. The Executive Office for United Statassiees, a division of the U.S. Department of Jastppoints all bankruptcy trustees. A
United States Trustee is appointed in most federait districts and generally has responsibilitydeerseeing the integrity of the bankruptcy
system. The bankruptcy trustee’s primary respolitsisi include liquidating the debtor’s assets oltecting funds from the debtor,

distributing the collected funds to creditors pansito the orders of the bankruptcy court and piegaegular status reports for the Executive
Office for United States Trustees and for the baptay court. Trustees manage an entire caselobdrdfruptcy cases simultaneously.

Following is a description of the significant soesof 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 reconciligtirofessional consulting services, and settleradntinistration.

» Depositbased fees, earned primarily on a percentage gft€ha total liquidated assets placed on deposit vdesignated financi
institution by our trustee clients, to whom we pd&y at no charge, software licenses, limited hardvand hardware maintenance,
and postcontract customer support services. Theweesarn based on total liquidated assets plate@posit by our trustee clients
may vary based on fluctuations in short-term irgerates. Interest rate fluctuations are somewlitggated by pricing arrangements
with each financial institution that set ceilingsddfloors on the fees that those financial ingtites pay us.

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

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

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

Class action and mass tort refer to litigation ek class representatives bring a lawsuit agaimfendant company or other persons on
behalf of a large group of similarly affected persoMass tort refers to class action cases thaiatiularly large or prominent. The class
action and mass tort marketplace is significanth wstimated annual tort claim costs of approximge&&50 billion in 2007, according to a
study issued in 2008 by Towers Perrin. Administeagosts, which include costs, other than defensesgcincurred by either the insurance
company or self-insured entity in the administratdd claims, comprise approximately 24% of thiatot
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Key participants in this marketplace include lammf$ that specialize in representing class acti@hnaass tort plaintiffs and other law firms
that specialize in representing defendants. Cletssreand mass tort litigation is often complex dinel cases, including administration of any
settlement, may last several years.

The customers of our settlement administration gegrare companies that are administering the s&stie or resolution of class action cases
or are administering projects. We sell our servitiesctly to those customers and other interestetigs, including legal counsel, which often
provide access to these customers.

A large Settlement Administration contract with IBMsupport of the federal government’s analogigital television conversion program,
which was launched in the fourth quarter of 200&@ emntributed 22% of our consolidated revenue duifie year ended December 31, 2008,
was substantially completed in the second quaft20@9 and will conclude in the third quarter o080

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

*  Fees contingent upon the month-to-month deliveryaste management services such as claims procesisiings reconciliation,
project management, professional services, catecanipport, and controlled disbursements. The aitnwa earn varies primarily on
the size and complexity of the engagement.

» Legal noticing services to parties of interestlass action matters, including media campaign alverising 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 postagmailing services.
Results of Operations for the Three Months Ended Jue 30, 2009 Compared with the Three Months Ended & 30, 2008
Consolidated Results
Revenue

Total revenue was $66.2 million for the three msrgéhded June 30, 2009, an increase of $1.3 mithioA%, as compared to the prior year. A
portion of our total revenue consists of reimbureetrfor direct costs we incur, such as postageéei®m document management services.
reflect the operating revenue from these reimbudsett costs as a separate line item on our acaowipg Condensed Consolidated
Statements of Income. Operating revenue from reisgd direct costs was $9.1 million, an increaskld? million, or 14%, from $7.9

million in the period year. Although operating raue from reimbursed direct costs may fluctuatei@amtly from quarter to quarter, these
fluctuations have a minimal effect on our inconaroperations as we realize little or no margimfrihis revenue.

Operating revenue before reimbursed direct costs,$%7.1 million in the three months ended Jun2B09, an increase of $0.2 million, as
compared to the prior year. The increase consisia 811.5 million increase in the bankruptcy segimiargely offset by a $1.9 million
decrease in the electronic discovery segment &®ddamillion decrease in the settlement adminigtnategment. Changes by segment are
discussed below.

Operating Expense

The direct cost of services, exclusive of deprémisand amortization, was $19.7 million for theethrmonths ended June 30, 2009, a decreas
of $4.7 million, or 19%, as compared to $24.4 iilin the prior year. Contributing to this decrease a $3.9 million decrease in the cost of
outside services, primarily related to temporarp feend mailing; a $2.0 million decrease in legdicing costs; and a $0.5 million decrease in
production supplies. These decreases were partifiigt by a $1.0 million increase in compensatilated expense; a $0.3 million increase
in software maintenance costs related to clieniseicapabilities; a $0.2 million increase in eqngnt expense; and a $0.2 million increase in
insurance expense. Changes by segment are dishussed
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The direct cost of bundled products and servicedusive of depreciation and amortization, remaifiatiat $0.9 million for the three months
ended June 30, 2009 and 2008. Changes by segreattisaussed below.

Reimbursed direct costs increased $1.1 milliorl,5%0, to $9.0 million for the three months endedeJa®, 2009, compared with $7.9 million
during the prior year. This increase directly egponds to the increase in operating revenue feimbursed direct costs. Changes by
segment are discussed below.

General and administrative costs increased $5.lémibr 31%, to $23.8 million for the three mont#iisded June 30, 2009. Contributing to
this increase was a $3.3 million increase in corapon, commission and benefits expense, a $2libomihcrease in share-based
compensation expense for nonvested share awandedra February 2009, and a $0.5 million increasamutside services. Changes by
segment are discussed below.

Depreciation and software and leasehold amortizatasts for the three months ended June 30, 2009 $4e6 million, an increase of $0.7
million, or 18%, 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 fbe three months ended June 30, 2009 was $1.®&mili decrease of $0.5 million, or 22%,
compared to the prior year. This decrease wasethidtrof certain non-compete and customer conimgagible assets that were fully
amortized in the first quarter of 2009.

Other operating expense for the three months eddieel 30, 2009 decreased by approximately $0.9omilfor the three months ended
June 30, 2008, we had other operating expense.®frlilion which consisted of acquisition-relategenses.

Interest Expense

We recognized interest expense of approximately ollion for the three months ended June 30, 22@®for the three months ended
June 30, 2008.

Effective Tax Rate

Our effective tax rate for the three months endat B0, 2009 was 51.9% compared with an effectite af 47.0% for the prior year. The
increase compared to the prior year is primarilgitesl to non-deductible equity compensation exp@n2609 for which a comparable
expense did not exist in the prior year. Statedand non-deductible equity compensation arerih®apy reasons our tax rate is higher than
the statutory federal rate of 35%. We have sigaiit operations located in New York City that arbjsct to state and local tax rates that are
higher than the tax rates assessed by other jctiizals where we operate.

It is reasonably possible that we will recognizeragimately $1.0 million of previously unrecogniztek 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 $2.9 million for the three merehded June 30, 2009 compared to $3.2 milliothi®prior year, a decrease of $0.3
million, or 8%. The growth in our bankruptcy segmevhich was the result of an increase in corporaséructuring retentions; was offset k
decline in our settlement administration segmeum, primarily to the wind-down of the digital cons&m contract; and our electronic
discovery segment, driven by lower revenues relidlle current economic climate and increasedresgserelated to expansion of service
offerings and geographic expansion in this segnenincrease in share based compensation exparmsanancrease in our 2009 effective
rate, resulting in higher tax expense.
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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 fothhee months ended June 30, 2009 was
$14.3 million, a decrease of $1.9 million, or 12%npared to the prior year. The change from tkar gear is primarily related to industry
pricing pressures, the impact of which was an apprate 10% decline in the average price of seryiassvell as a slower pace in the start-up
of litigation matters, both of which can be attttibdi to the current economic climate.

Electronic discovery direct and administrative enges were $10.0 million for the three months enllent 30, 2009, an increase of $1.7
million, or 21%, compared to the prior year. Timsrease is primarily a result of a $1.1 milliomiease in compensation, commission and
benefits expense related to the expansion of sepfferings and geographic expansion; a $0.3 miliwrease in software maintenance costs;
a $0.1 million increase in building and equipmerasle expense, primarily related to data centemsigna and an increase of $0.2 million in
outside services expense.

Bankruptcy Segment

Bankruptcy operating revenue from external custerbefore reimbursed direct costs for the three hwanded June 30, 2009 was $24.1
million, an increase of $11.5 million, or 93%, coengd to $12.5 million in the prior year. This inase is primarily attributable to an increase
in corporate restructuring engagements. Partidfgetting this increase was a slight decline inkraptcy trustee fees, as an increase in
average deposit balances was more than offsemisr limterest rates compared to the prior year perio

Bankruptcy direct and administrative expenses emed $7.6 million, or 104%, to $14.8 million foetthree months ended June 30, 2009,
compared to $7.2 million in prior year. The incre#s primarily attributable to a $2.5 million ine®e in compensation related expense, due
primarily to expanded staffing in support of nevent engagements; a $1.5 million increase in oatsitvices expense; a $2.3 million
increase in reimbursed direct costs, which direotisresponds to the increase in operating reverame feimbursed direct costs; a $0.4 mill
increase in noticing expense; and a $0.6 milliamaase in call center services.

Settlement Administration Segment

Settlement administration operating revenue frotemmal customers before reimbursed direct costs$d8s7 million in the three months
ended June 30, 2009, a decrease of $9.4 millioB4%, compared to the prior year. This decreasepriasrily related to a decline of $7.6
million related to the digital conversion contradiich was substantially completed during the seapratter of 2009, and a $2.1 million
decrease in legal notification revenue.

Settlement administration direct and administraéixpenses, including reimbursed direct costs Herthree months ended June 30, 2009
$20.0 million, a decrease of $9.1 million, or 31@mpared to $29.1 million in the prior year. Themase in expense is the result of a
decrease in call center, outside services, andmgalipplies costs of $6.2 million, which supportied digital conversion contract referenced
above in the prior year; a $1.9 million decreasth@cost of legal noticing, which is directly redd to the decrease in legal notification
revenue; and a $1.2 million decrease in reimbuesakpenses.
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Results of Operations for the Six Months Ended Jun80, 2009 Compared with the Six Months Ended Jun€d32008
Consolidated Results

Revenue

Total revenue was $127.0 million for the six monghsled June 30, 2009, an increase of $13.2 milinh2%, as compared to the prior year.
A portion of our total revenue consists of reimtamgnt for direct costs we incur, such as postadgéerkbto document management services.
We reflect the operating revenue from these reisdulidirect costs as a separate line item on oangzanying Condensed Consolidated
Statements of Income. Operating revenue from reisgd direct costs was $17.3 million, an incredsgt@ million, or 33%, from $13.0
million in the period year. Although operating raue from reimbursed direct costs may fluctuatei@amtly from quarter to quarter, these
fluctuations have a minimal effect on our inconaroperations as we realize little or no margimfrihis revenue.

Operating revenue before reimbursed direct costs$#89.8 million in the six months ended June 8092 an increase of $8.9 million, or
9%, as compared to the prior year. The increassistsrof a $15.5 million increase in the bankrugegment, partially offset by a $5.5
million decrease in the settlement administratiegnsent, and a $1.1 million decrease in the eleitdiscovery segment. Changes by
segment are discussed below.

Operating Expense

The direct cost of services, exclusive of deprémisand amortization, was $39.4 million for the sinths ended June 30, 2009, a decrea
$3.9 million, or 9%, as compared to $43.3 milliorte prior year. Contributing to this decrease w&$§.1 million decrease in legal noticing
costs and a $3.1 million decrease in the cost tsfide services, primarily related to temporary e mailing in the prior year period. These
decreases were partially offset by an increas@ & fillion in compensation related expense; a #illlon increase in production supplies; a
$0.6 million increase in software maintenance ¢@s®0.3 million increase in equipment expense;af#6.2 million increase in insurance
expense.

The direct cost of bundled products and servicedusive of depreciation and amortization, was $ilfion for the six months ended
June 30, 2009, a decrease of $0.1 million, or 8pared to the prior year. Changes by segmentiscassed below.

Reimbursed direct costs increased $4.1 millior81816, to $17.1 million for the six months ended J88e2009, compared with $13.0 million
during the prior year. This increase directly egponds to the increase in operating revenue feimbursed direct costs. Changes by
segment are discussed below.

General and administrative costs increased $8.18mibr 27%, to $42.2 million for the six monthsded June 30, 2009. Contributing to this
increase was a $5.6 million increase in compensatiommission and benefits expense, and a $3.lomilicrease in share-based
compensation expense for nonvested share awandedria February 2009. Changes by segment aresdiedibelow.

Depreciation and software and leasehold amortigatasts for the six months ended June 30, 2009 $&femillion, an increase of $1.5
million, or 20%, compared to the prior year. Thisrease was primarily the result of increased so#vamortization expense and increased
hardware depreciation related to investments irbosiness segments.

Amortization of identifiable intangible assets fbe six months ended June 30, 2009 was $3.8 milliatecrease of $0.8 million, or 18%,
compared to the prior year. This decrease wasethdtrof certain non-compete and customer conimngangible assets that were fully
amortized in the current year; partly offset byimrease in nomempete amortization resulting from our acquisitiéran electronic discove
business in the United Kingdom in the second quaift2008.

Other operating expense of $0.5 million for thermisnths ended June 30, 2009 primarily consistxpéeses related to potential acquisitions.
For the six months ended June 30, 2008, we had opfezating income of $1.5 million which was conspd of a gain of $2.4 million that we
recognized related to interest rate floor optiomchased during 2007; partially offset by acquisitrelated expenses of $0.9 million.
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Interest Expense

We recognized interest expense of $0.7 milliontfier six months ended June 30, 2009 compared withrillion for the same period in the
prior year. The $0.2 million decrease in inteegiense resulted from a decrease in loan fee aatom.

Effective Tax Rate

Our effective tax rate for the six months endedeJs®, 2009 was 51.4% compared with an effectivee 0dtd7.3% for the prior year. The
increase compared to the prior year is primarilgtezl to non-deductible equity compensation in 2@0%vhich a comparable expense did not
exist in the prior year. State taxes and non-déolectquity compensation are the primary reasomgaourate is higher than the statutory
federal rate of 35%. We have significant operatiocated in New York City that are subject to statel local tax rates that are higher thar
tax rates assessed by other jurisdictions wherepeeate.

It is reasonably possible that we will recognizeragimately $1.0 million of previously unrecogniztek 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 $6.2 million for the six mongéimsled June 30, 2009 compared to $5.8 million ferpttior year, an increase of $0.4
million, or 6%. Growth in our bankruptcy segmetsulting primarily from an increase in corporatstmacturing retentions, as well as growth
in our settlement administration segment, contadub the increase in net income. These increases affset in part by increased expenses
in the electronic discovery segment related toetkpansion of services and geographic expansidmeadbtisiness; a decline in other operating
income due to the gain on the interest rate flgtions recognized in the prior year; and an in@aéaour 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 decdebsd million, or 4%, to $28.4 million
for the six months ended June 30, 2009, compar8dad million in the prior year. The change frtve prior year is primarily related to
industry pricing pressures, the impact of which wasipproximate 8% decline in the average pricenofices, as well as a slower pace in the
start-up of litigation matters, both of which camdttributed to the current economic climate.

Electronic discovery direct and administrative exges increased $3.9 million, or 26%, to $19.1 milffor the six months ended June 30,
2009, compared with $15.2 million in the prior yedihis increase is primarily a result of a $2.3iom increase in compensation, commiss
and benefits expense, and $0.2 million increaseirel and entertainment expense, resulting frogrettpansion of services and geographic
expansion of our business; a $0.5 million incréagbe outside services; a $0.5 million increassdftware maintenance costs; and a $0.3
million increase in building and equipment leaspanse, primarily related to data center expansion.

Bankruptcy Segment

Bankruptcy operating revenue from external custarbefore reimbursed direct costs for the six moatided June 30, 2009 was $41.4
million, an increase of $15.5 million, or 60%, ccaned to $25.9 million in the prior year. This inase is primarily attributable to an increase
in corporate restructuring engagements. Partidfgetting this increase was a decline in bankruptagtee fees, as an increase in average
deposit balances was more than offset by lowerdstaates compared to the prior year period.
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Bankruptcy direct and administrative expenses aszd $11.1 million, or 78%, to $25.2 million foetkix months ended June 30, 2009,
compared to $14.1 million in prior year. The irage is primarily attributable to a $3.5 millioni@ase in compensation related expense, due
to expanded staffing in support of new client eregagnts; a $2.5 million increase in outside serviogense; a $3.0 million increase in
reimbursed direct costs, which directly correspaiod$ie increase in operating revenue from reimgmidirect costs; a $0.4 million increas:
outside services; a $0.2 million increase in praduncsupplies; a $0.2 million increase in professidees; and a $1.1 million increase in call
center services.

Settlement Administration Segment

Settlement administration operating revenue frotermal customers before reimbursed direct costs3485) million in the six months ended
June 30, 2009, a decrease of $5.5 million, or 1@mpared to the prior year. Call center and pridess services revenue increased $3.3
million compared to the prior year due to sevemi/engagements. This increase was offset by angecfi$2.7 million related to the digital
conversion contract, which was substantially cotggleluring the second quarter of 2009; a $5.7 anildecrease in legal notification
revenue; and a $0.4 million decrease in legalesathts revenue.

Settlement administration direct and administratixpenses, including reimbursed direct costs,hersix months ended June 30, 2009 were
$41.6 million, a decrease of $8.3 million, or 17mpared to $49.9 million in the prior year. Therase in expense is the result of a
decrease in call center, outside services, andmgalpplies costs, which supported the digitaMession contract referenced above, of $4.2
million, and a $5.0 million decrease in the coskegfal noticing which is directly related to thecdease in legal notification revenue. These
decreases were partially offset by an increase.df fillion in call center, outside services, anailing supplies costs related to several new
engagements.

Liquidity and Capital Resources
Operating Activities

During the six months ended June 30, 2009, ourabipgr activities provided net cash of $21.0 milli@ontributing to net cash provided by
operating activities was net income of $6.2 milleond increased non-cash expenses, such as dejpreeiatl amortization and share-based
compensation expense, of $17.1 million. These itere partially offset by a $3.0 million net usecakh resulting from changes in operating
assets and liabilities. The most significant cleaimgoperating assets and liabilities was a $6/Bomiincrease in trade accounts receivable,
related to several large matters in the bankrugtad/electronic discovery segments. Trade accoentsvable will fluctuate from period to
period depending on the timing of sales and cabiest Partially offsetting the increase in accourtsivable was an increase in accounts
payable and other liabilities of $3.9 million. Aegtds payable will fluctuate from period to periogpgnding on timing of purchases and
payments.

I nvesting Activities

During the six months ended June 30, 2009, we casl of $6.5 million for the purchase of propertg @quipment, 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 ca@d growth, and during the six months ended JOn2@)9, we used cash of $3.8 million to
fund internal costs related to the developmenbfitfxsre for which technological feasibility had beestablished. We anticipate that cash
generated from operations will be adequate to faurdanticipated property, equipment, and softwaending for the foreseeable future.

Financing Activities

During the six months ended June 30, 2009, we caghl to pay approximately $1.8 million for capledse payments, and $1.5 million for a
deferred acquisition payment. These financing aéessh were partially offset by $1.6 million oftqeoceeds from stock issued in
connection with the exercise of employee stockomsti We also recognized a portion of the tax benslfited to the exercise of stock options
as a financing source of cash.

As of June 30, 2009, our borrowings consisted df B5nillion (including the fair value of the embedtoption) from the contingent
convertible subordinated notes, which bears intere4% per annum based on the $50.0 million ppigcamount, and approximately $5.7
million of obligations related to capital leasesl @leferred acquisition price payments. During 2007

27




Table of Contents

the term of our contingent convertible subordinatetks was extended to June 2010. The notesegiliire the use of $50.0 million of cast
the extended maturity date if the note holdersataconvert the notes into shares of our commorkstbthe notes are not converted prior to
maturity, we will use a combination of cash on hand our revolving credit facility to fund the pagnt of these notes. The holders of the
contingent convertible subordinated notes haveite to convert at a price of approximately $11p&F share. If any or all notes are
converted into shares of our common stock prigdhéoscheduled maturity of those notes, then thétde/no cash requirements associated
with those converted notes, other than the reqaagment of interest earned prior to the converdatie. One holder of the notes converted an
nominal principal amount of the notes into shafesoonmon stock in July 2009.

As of June 30, 2009 we did not have any borrowmgstanding under our $100.0 million senior revadvioan. During the term of the credit
facility, we have the right, subject to complianeith our covenants, to increase the senior revghdan to $175.0 million. Interest on the
credit facility is generally based on a spread,ta@xceed 325 basis points over the LIBOR rate.oAJune 30, 2009, significant financial
covenants, all as defined within our credit fagiigreement, include a leverage ratio not to ex8@@lto 1.00, a fixed charge coverage ratio
of not less than 1.25 to 1.00, and a current i&ftioot less than 1.50 to 1.00. As of June 30, 20@9were in compliance with all financial
covenants.

Covenants contained in our credit facility and im oontingent convertible subordinated notes inglliohitations on acquisitions, should we
pursue acquisitions in the future. Pursuant ta¢h@s of our credit facility, we generally cannatur indebtedness outside the credit facility,
with the exceptions of capital leases and subotehdebt, 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 mesbbtained for an acquisition for which cash coamation 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$eeable future thereafter, to finance currentlici@ated working capital requirements,
internal software development expenditures, prgpeduipment and third party software expenditude$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 Fira@rtatements contained in our Annual
Report on Form 10-K for the year ended Decembef308.

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 estimatd$anagement regularly reviews the selec
and application of our critical accounting policiehere have been no updates to the critical adgaupolicies 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 fertdcognition and measurement of assets, lialiléred 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.
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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 onalasmte 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 Posifi'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 a®hJanuary 1, 2009. The adoption of FSP FAS 18id-2ot 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 Heddghativities — 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 to@ondensed Consolidated Financial
Statements.

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 usefuldifa recognized intangible asset. The provisidrisSP® FAS 142-3 were effective for us as
of January 1, 2009. The provisions of FSP FAS 1428no impact on our consolidated financial positrr results of operations during the
quarter ended June 30, 2009 as we did not renewtend the useful lives of any of our intangibleeds.

In June 2008, the FASB issued FSP No. EITF 03Betermining Whether Instruments Granted in Sharee@ladPayment Transactions Are
Participating Securitie("FSP EITF 03-6-1"). FSP EITF 03-6-1 clarifies ttshtare-based payment awards that entitle theiehokb 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 defined by FSP EITF 03-6-1 becawsehhve equivalent common stock dividend rightscakdingly, we have included these
shares in our basic and diluted share calculatisreppropriate. There is no prior period impadhisf guidance as there were no participating
securities outstanding prior to the first quarte2@09. Details of the income per share calculationdescribed in Note 4 to our Condensed
Consolidated Financial Statements.

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 Embeddeatkire) Is Indexed to an Entity’s Own St¢t&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 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 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 prepareditors, and members of the legal professiomitial recognition and
measurement, subsequent measurement and accoamntthdisclosure of assets and liabilities arishogfcontingencies in a business
combination. FSP FAS 141(R)-1 is effective for osbusiness combinations completed on or afteralgnl, 2009.

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 28rieiads 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
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require those disclosures in summarized finanof@rmation at interim reporting periods. These dtads are effective for periods ending
after June 15, 2009. The disclosures requiredhisyguidance are included in Note 8 to our Condei@ansolidated Financial Statements.

In May 2009, the FASB issued SFAS No. 188bsequent Even§SFAS 165"). SFAS 165 establishes general stardaf@ccounting for
and disclosure of events that occur after the loalaheet date but before financial statementsaued or are available to be issued. SFAS
165 requires the disclosure of the date througlthvhn entity has evaluated subsequent events arizh#fis for that date. The provisions of
SFAS 165 are effective for reporting periods endiftgr June 15, 2009. The disclosures requiredd#®S5165 are included in Note 1 to our
Condensed Consolidated Financial Statements.

Recently | ssued Accounting Pronouncements

In June 2009, the FASB issued SFAS No. T8& FASB Accounting Standards Codification andHisgarchy of Generally Accepted
Accounting Principle— a replacement of FASB Statement No.(18EAS 168”). SFAS 168 identifies the sources @faunting principles
and the framework for selecting the principles uisetthe preparation of financial statements of rmmegnmental entities that are presented in
conformity with generally accepted accounting pipies in the United States. SFAS 168 is effectivepieriods ending after September 15,
2009. We do not expect the adoption of SFAS 1&8érthird quarter of 2009 will have an impact am condensed consolidated financial
position, but the adoption will change the formbthe references to accounting guidance withinregulatory filings.

Forward-Looking Statements

In this report, in other filings with the SEC amdgress releases and other public statements hyfficers throughout the year, Epiq
Systems, Inc. makes or will make statements tlaat far 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€Hferward-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 Discassiml Analysis of Financial Condition and Resuft®perations” section of this report.

”ou ” o ”ou

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 aneeindnd Section 21E of the Securities
Exchange Act of 1934, as amended, provide a “safledn” for forward-looking statements. Becausevimd-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 volussea@ated with each engagement, (2) any materéaiges in our client’s deposit portfolio
or the services required or selected by our clienehgagements, (3) material changes in the nuofdeankruptcy filings, class action filings
or mass tort actions each year, (4) risks assatiaiits handling of confidential data and compliamdéh information privacy laws,

(5) changes in or the effects of pricing structuaed arrangements, (6) risks associated with tiegiiation of acquisitions into our existing
business operations, (7) risks associated withra@btedness, (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.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCL OSURES ABOUT MARKET RISK

The principal market risks to which we are expasetlide interest rates under our senior revolvirgglit facility, foreign exchange rates
giving rise to translation, and fluctuations in gh@rm interest rates on a portion of our bankrytustee 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 June 30, 2009; therefore, we had noketarisk exposure.
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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
company’s operating results are exposed to changeshange rates between the U.S. dollar anduhetibnal currency of the countries
where we have operations. When the U.S. dollar ereakgainst foreign currencies, the dollar valuewénues and 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 Atg 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 vtfthitime 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 managdeimeluding its principal executive
and principal financial officers, or persons penfiagrg similar functions, as appropriate to alloweigndecisions regarding required disclosure.

Changesin Internal Control Over Financial Reporting

There have been no changes in our internal cortkals financial reporting during the quarter coeby this report 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

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 occuraiimns of generally accepted accounting
principles as a result of the alleged backdatingptions, related claims of false and misleadirgxprstatements 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 ohei 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.

In October 2008, the company and the individuatddéants filed a motion to dismiss the plaintiffaplaint on a variety of grounds. The
Court entered a Memorandum and Order on June 3, @ respect to the dismissal motion, which Ord@rarred certain of plaintiff's
federal securities law claims arising before Jlly 2005, leaving only the claim for the stock optgrant dated June 3, 2006; (ii) held tha
statute of limitations was tolled on those fedsedurities law claims; (iii) barred plaintiff's athfederal securities law claims arising before
December 9, 2003; (iv) declined to rule at thaktiom defendants’ motions to dismiss plaingifftate law claims based on any statute of re
or statute of limitations; (v) dismissed plaintiffstate law claim for constructive fraud; and f8)d that plaintiff's complaint stated federal
securities law and state law claims with sufficipatticularity to avoid dismissal at this stage¢hia proceedings.

The individual defendants and the company havd file answer denying the plaint&ftlaims. Discovery in this action is just begirgnand i
expected to continue until summer 2010.

We believe the plaintif§ claims are without merit and will continue toaled against them vigorously. No amounts have begarded in th
accompanying Condensed Consolidated Financialr8&ates associated with this matter.

ITEM1A . RISKFACTORS

There have been no material changes in our Ristofsaitom those disclosed in our Annual Report om#10-K for the year ended
December 31, 2008.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Our annual meeting of shareholders was held on 3up@09, at which the shareholders elected thleettirs named below and ratified the

appointment of Deloitte & Touche LLP as independegistered public accounting firm for the compémythe year ending December 31,
2009. The results of the voting at the annual megatiere as follows:

Election of Directors For Withhold

Tom W. Olofsor 32,836,58 1,622,25.
Christopher E. Olofso 33,026,41 1,432,42.
W. Bryan Satterle 33,024,17 1,434,65
Edward M. Connolly, Ji 32,060,31 2,398,51!
James A. Byrne 33,658,32 800,50:
Joel Pelofsky 33,658,64 800,18t

Ratification of auditors

For Against Abstain

33,628,54 820,67¢ 9,607
ITEM 5. OTHER INFORMATION

On July 27, 2009, the Company’s board of direcameroved indemnification agreements between thegaomand each of its independent
directors, its Chairman of the Board and Chief Eiee Officer, its President and Chief Operatindi€gir and its Executive Vice President
and Chief Financial Officer. The indemnificatiograements provide certain indemnification rightsht® covered persons consistent with the
indemnification provisions in the Company’s Redfdt®r Profit Articles of Incorporation and Bylawsdithe Missouri general business and
corporation law. Each indemnification agreement/jutes, among other things, that the Company wileimnify the counterparty to that
agreement to the fullest extent permitted by Misslauv or the Company’s Articles of IncorporationdaBylaws, as the same now exist or
may hereafter be amended (but only to the extensach amendment permits the Company to providadeoindemnification rights than t
law or the Articles of Incorporation and Bylaws pétted prior to such amendment), including the aabeanent of legal fees and other
expenses incurred by the directors or officersoimnection with any threatened, pending or complatgibn, suit or proceeding, whether of a
civil, criminal, administrative, regulatory, invégative or other nature, arising out of the indivédis service as a director, officer, employe:
agent of the Company, subject to certain exclusammsprocedures set forth in the indemnificatioreament.

The foregoing description is qualified in its eatir by reference to the indemnification agreemtat form of which is filed as Exhibit 10.1 to
this report.
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ITEMG6 . EXHIBITS

10.1 Form of Indemnification Agreement between the Conypand each independent director, its ChairmanGinidf
Executive Officer, its President and Chief Opeig@fficer and its Executive Vice President and €Rieancial Officer.

12.1 Computation of Ratio of Earnings to Fixed Char

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

31.2 Certifications of Chief Financial Officer of the @pany under Rule 13a-14(a), as adopted pursus&ggdton 302 of the
Sarbane-Oxley Act of 2002

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

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

Epig Systems, Inc.

Date: July 30, 2009 /sl Tom W. Olofsor
Tom W. Olofsor
Chairman of the Boar
Chief Executive Office
Director
(Principal Executive Officer

Date: July 30, 2009 /sl Elizabeth M. Brahar
Elizabeth M. Brahar
Executive Vice President, Chief Financial Offii
(Principal Financial & Accounting Office
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Exhibit 10.1
INDEMNIFICATION AGREEMENT

THIS INDEMNIFICATION AGREEMENT (the “Agreement”) is entered into effective aslud t day of , 2009,
between EPIQ SYSTEMS, INC., a Missouri corporafiitre “Company”), and (the “Indemnified Party”).

WHEREAS, to induce the Indemnified Party to provégevices or to continue to provide services tatdhe request of the
Company, the Company wishes to provide in this Agrent for the indemnification of, and the advanahgxpenses to, the Indemnified
Party to the fullest extent (whether partial or pbete) permitted by Missouri law and as set fontlthis Agreement.

NOW, THEREFORE, in consideration of the mutual ctavets and agreements contained herein, and otbdragal valuable
consideration, the Company and the IndemnifiedyHaeteby agree as follows:

1. Basic Indemnification Arrangement.
1.1 Indemnity. If the Indemnified Party was, is or becomes dyp@ or witness or other participant in, or is

threatened to be made a party to or witness or géaticipant in, a Claim (as defined below anduding but not limited to any Claim related
to the action styled Alaska Electrical Pension Funfiom W. Olofson, et al, Defendants, and Epiqt&ys, Inc., Nominal Defendant) by
reason of (or arising in whole or in part out afjlademnifiable Event (as defined below), then@umnpany shall indemnify the Indemnified
Party to the fullest extent permitted by Missoaslor the Company’s Articles of Incorporation angdvs, as the same now exist or may
hereafter be amended (but only to the extent aoly amendment permits the Company to provide braademnification rights than the law
or the Articles of Incorporation and Bylaws permidttprior to such amendment), as soon as practidalieot later than 30 days after written
demand is presented to the Company, against anglbBgpenses (as defined below) of the Claimsolfequested by the Indemnified Party,
the Company shall advance (within five businesssddier the request) any and all Expenses to thentnified Party. The Indemnified Party
agrees to repay all Expenses advanced by the Cgnipaine Indemnified Party if it is determined ilC&im that the Indemnified Party is not
entitled to indemnification pursuant to this Agresrhor otherwise. Repayment of advanced Expengldsaamade without interest thereon
and on terms that are reasonably acceptable ©Gdahgany and the Indemnified Party. For purposekisfAgreement, the phrase
“determined in a Claim” or “determined in the Cldimeans a decision by a court, arbitrator, headifiger or other judicial agent having the
requisite legal authority to make that decisionjockifdecision has become final and from which noeappr other review proceeding is
permissible.

1.2 Claim. “Claim” means any threatened, pending or conepletction, suit or proceeding, any inquiry or
investigation, or any appeal therefrom whether catetd by the Company or any other party, that tidemnnified Party in good faith believes
has led or might lead to the institution of anyi@ttsuit or proceeding, whether civil, criminatinainistrative, regulatory, investigative or
other and any counterclaims in connection therew@kaim shall not include an action by or in tight of the Company if the Indemnified
Party is adjudged to be liable to the Company sndesl only to the extent that it is determinechimn €laim that, despite the adjudication of
liability but in view of all the circumstances dfe case, the Indemnified Party is fairly and reabbnentitled to indemnity for expenses that
the court deems proper.




1.3 Indemnifiable Event “Indemnifiable Event” means any event or occnceearising from or related to the fact that
the Indemnified Party is or was serving the Compargome capacity, including without limitation, aslirector, officer, employee, or agent
of the Company or of any direct or indirect sukesigj or any corporation, limited liability compamartnership, joint venture, trust, employee
benefit plan, or other enterprise related to th&rmss or activities of the Company or its dirgdandirect subsidiaries, or by reason of
anything done or not done by the Indemnified Parigny such capacity if he or she acted in goath f@nd in a manner he or she reasonably
believed to be in or not opposed to the best isteref the Company, and with respect to any crilrdndon or proceeding, had no reasonable
cause to believe his or her conduct was unlawful.“Indemnifiable Event” does not include (i) angopeeding initiated by the Indemnified
Party (other than in the Indemnified Party’s capaas an officer or director of the Company) ageihe Company or any current or former
director or officer of the Company, unless the Camphas joined in or consented in writing to thigation of such action, or (ii) any
proceedings arising from the purchase and saladyndemnified Party of securities in violationSdction 16(b) of the Securities Exchange
Act of 1934, as amended.

1.4 Expenses “Expenses” include reasonable attorneys’ feesadinother reasonable costs, expenses and obligati
actually incurred and paid or payable in connectiith investigating, defending, being a witnes®irparticipating in (including on appeal),
or preparing to defend, any Claim relating to amyeimnifiable Event. Expenses also include judgs)dimtes, penalties and amounts paid in
settlement (including all interest, assessmentso#imer charges actually incurred and paid or payabtonnection with or in respect of any
Expenses) of any Claim relating to any IndemniftalBl’ent. Expenses also include Additional Expeasesefined irSection 3below.

2. Notification and Defense of Claim.

2.1 Notification. Promptly after receipt by the Indemnified Partynotice of the commencement of any Claim, the
Indemnified Party will, if a claim for indemnifican in respect thereof is to be made against theamy under this Agreement, notify the
Company of the commencement thereof; provided, kiewehe failure to notify the Company will notiele the Company from any liability
which it may have to the Indemnified Party undés #hgreement if the omission does not materiallyeadely prejudice the rights of the
Company. In addition, the Indemnified Party sigale the Company the information and cooperatiothasCompany may reasonably
require, subject to reasonable claims of privilegether basis for nondisclosure by the Indemnifedty. No notification is required by this
Section 2.1with respect to any named defendant in the actigads Alaska Electrical Pension Fund v. Tom W. Gtof, et al, Defendants, a
Epig Systems, Inc., Nominal Defendant.

2.2 Defense With respect to any Claim as to which the Indéimeh Party notifies the Company of the
commencement thereof, the Company will be enttibeparticipate therein at its own expense. Exespitherwise provided below, to the
extent that it may wish, the Company will be eatitto assume the defense of the Claim, with nationecognized litigation defense counsel
reasonably satisfactory to the Indemnified Pa&gter notice from the Company to the Indemnifiedti?@f its election to assume the defense
of the Claim, the Company will not be liable to thedemnified Party under this Agreement for anyaleexpenses subsequently incurred by
the Indemnified Party in connection with the defetisereof other than reasonable costs of invegtigat as otherwise provided below. The
Indemnified Party shall have the right to emplovsel in the Claim, but the fees and expenseswisa incurred after notice from the
Company of its assumption of the defense therealf bl at the expense of the Indemnified Party ss(@ the employment of counsel by the
Indemnified Party has been authorized by the Comp@hindependent legal counsel approved by bbthCompany and the Indemnified
Party reasonably concludes that there is or idylitebe a conflict of interest between the Compang the Indemnified Party in the conduct
of the defense of the Claim, or (iii) the Compahwglsnot in fact have employed counsel to assurealdiense of the Claim, in each of which
cases the




reasonable fees and expenses of nationally recegfitigation defense counsel for the Indemnifiedt{? shall be borne by the Company.
Company shall not be entitled to assume the defeihary Claim brought by or on behalf of the Companas to which counsel shall have
reasonably made the conclusion provided in claiijsebove.

2.3 Settlements The Company shall not be liable to indemnify lin@emnified Party under this Agreement for any
amounts paid in settlement of any Claim made withio@ prior written consent of the Company. Then@any shall not settle any Claim in
any manner that would impose any penalty or lindtabn the Indemnified Party or result in a findioigwrongdoing against the Indemnified
Party without the Indemnified Party’s prior writteansent. Neither the Company nor the Indemnifiacty will unreasonably withhold their
consent to any proposed settlement.

3. Indemnification for Additional Expenses. The Company shall indemnify the Indemnified Pagainst any and all
expenses (including reasonable attorneys’ feedlp(tively, “Additional Expenses”) and, if requedtby the Indemnified Party, the Company
shall (within five business days after the requadtlance Additional Expenses to the IndemnifiedyP&rhich are or may be incurred by the
Indemnified Party in connection with (a) any regussthe Indemnified Party for indemnification ah@ncement of Expenses under this
Agreement, or (b) any claim asserted against éoratirought by the Indemnified Party for (i) indeification or advance payment of
Expenses by the Company under this Agreement ootiigy agreement or under the Company’s Articldaodrporation or Bylaws, how or
hereafter in effect relating to Claims for an Indgfiable Event or (ii) recovery under any directasd officers’ liability insurance policies
maintained by the Company.

4. Partial Indemnity, Etc . If the Indemnified Party is entitled under amgyision of this Agreement to indemnification by
the Company for some or a portion of the ExpensasQ@aim, but not, however, for the total amourgreof, the Company shall nevertheless
indemnify the Indemnified Party for the portion thef to which the Indemnified Party is entitled.ofdover, notwithstanding any other
provision of this Agreement, to the extent that litdemnified Party has been successful on the sneribtherwise in defense of any Claims
relating in whole or in part to an Indemnifiableel®t or in defense of any issue or matter theralyuding dismissal without prejudice, the
Indemnified Party shall be indemnified againsttadpenses incurred in connection with the succeskffdnse of that Claim or Claims.

5. No Presumption. For purposes of this Agreement, the terminasibany Claim by judgment, order, settlement (whethe
with or without court approval) or conviction, goen a plea of nolo contendere, or its equivaldrd|l 1ot create a presumption that the
Indemnified Party did not meet any particular stnddof conduct or have any particular belief ot ihhas been determined in a Claim that
indemnification is not permitted by applicable law.

6. Nonexclusivity. The rights of the Indemnified Party hereundelldbe in addition to any other rights the InderedfPart)
may have under the Company’s Articles of Incordorabr Bylaws or rules, pursuant to resolutionsleirerminations of the Board of
Directors, under an insurance policy or policiesder applicable law or otherwise. To the exteat thchange in applicable law (whether by
statute or judicial decision) permits greater indédiation by agreement than would be afforded entlly under the Company’s Articles of
Incorporation or Bylaws and this Agreement, ithie tntent of the parties that the Indemnified Pahgll enjoy by this Agreement the greater
benefits so afforded by the change.




7. Liability Insurance . To the extent the Company maintains an insurgotiey or policies providing liability insurancthe
Indemnified Party shall be covered by the policyolicies, in accordance with its or their terntstite maximum extent of the coverage
available for any Company employee.

8. Subrogation. In the event of payment under this Agreememt,Gbmpany shall be subrogated to the extent gbalyenen
to all of the rights of recovery of the IndemnifiBdrty, who shall execute all papers required &iatl do everything that may be necessary to
secure the recovery rights, including the execubibdocuments necessary to enable the Companytigéfscto bring suit to enforce those
rights.

9. No Duplication of Payments. The Company shall not be liable under this Agreet to make any payment in connection
with any Claim made against the Indemnified Pastthe extent the Indemnified Party has otherwiseally received payment (under any
insurance policy, the Company’s Articles of Incamgin or Bylaws or otherwise) of the amounts ottiee indemnifiable hereunder.

10. Miscellaneous Provisions

10.1 Dispute Resolution Although the parties may agree on a case-by+tasis to submit to arbitration any specific
dispute or controversy between the parties arigirtgpf or in connection with this Agreement ashte tonstruction, validity, interpretation or
meaning, performance, nonperformance, enforceropetation, or breach, neither party hereto shalidaend to arbitrate any matter under
this Agreement in the absence of an additionakteniagreement signed by each party relating tathigration of any specified matter.

10.2 Entire Agreement This Agreement supersedes all prior documeniderstandings and agreements, oral or
written, and constitutes the entire agreement amrstanding between the parties with respectaatibject matter hereof, except that that
this Agreement shall not limit the Undertaking épay advanced expenses made by the undersignedabout , 2008, with
respect to the action styled Alaska Electrical RenBund v. Tom W. Olofson, et al, Defendants, &pit] Systems, Inc., Nominal Defendant.

10.3 Successors and Assigndhis Agreement is binding upon and shall inaréhe benefit of the parties and their
respective heirs, personal and legal representatdgtate, spouse, and successors or assigng{irichny direct or indirect successor by
purchase, merger, consolidation, liquidation oeothise to all or substantially all of the businessssets of the Company).

10.4 Severability. If any one or more provisions of this Agreemisriteld to be illegal, invalid or unenforceable and
present or future laws, then, if possible, thegdlie invalid or unenforceable provision will be nifgedl to the extent as is necessary to comply
with the present or future laws and the modifiaaball not affect any other provision hereof, pided that if the provision may not be so
modified the illegality, invalidity or unenforcediy will not affect any other provision, but thigreement will be reformed, construed and
enforced as if the invalid, illegal or unenforcesaptovision had never been contained herein.

10.5 Natices. Communications and other notices given underAlgreement will be deemed delivered when
(i) personally delivered, (ii) on the third busisetay following deposit in the U.S. mail, first &€& postage paid, or (iii) on the date of actual
delivery by a national overnight courier serviced @addressed to Indemnified Party at the addrstsllon the signature page to this
Agreement




or at such other address as the Indemnified Phety specify to the Company in a notice given parguo this Section, or to the Company, as
follows:

Epig Systems, Inc.
Attn: Legal Department
501 Kansas Avenue
Kansas City, KS 66105

10.6 Choice of Law. This Agreement shall be governed by and condtiui@ccordance with the laws of the State of
Missouri, without regard to principles of confliat law.

10.7 Headings and CaptionsAll headings and captions used in this Agreenagatfor convenience only and shall not
be construed to either limit or broaden the languafgthis Agreement or any particular section.

10.8 Counterparts This Agreement may be executed in two or mowt&rparts, each of which may be executed by
one or more of the parties, but all of which, witeken together, shall constitute but one agreetmiading upon all of the parties.

10.9 Third-Party Beneficiaries This Agreement is not intended to confer upoy ran-party rights or remedies

hereunder.

10.10 Binding Agreement This Agreement shall be deemed effective andlliedpinding upon the parties when it has
been executed and delivered by all parties. Thiedment shall inure to the benefit of the pawied their respective successors and
permitted assignees.

10.11  Interpretation The parties acknowledge and agree that (i) padly and its representatives has reviewed and
negotiated the terms and provisions of this Agregraad have contributed to its revision, (ii) therof construction to the effect that any
ambiguities are resolved against the drafting psigll not be employed in the interpretation of thgreement and (iii) the terms and
provisions of this Agreement shall be construedyfais to all parties and not in favor of or aga@usy party regardless of which party was
generally responsible for the preparation of thijgeement.

IN WITNESS WHEREOF , the undersigned have executed this Indemnifinatigreement as of the date first set forth above.
EPIQ SYSTEMS, INC.
By:

Name:
Title:

INDEMNIFIED PARTY:

Name:
Address:




Exhibit 12.1

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
EPIQ SYSTEMS, INC.
(In Thousands, except for Ratio)

Six months
ended
June 30, 2009 2008 2007 2006 2005 2004
Earnings
Net income (loss $ 6,16¢ $ 13,83¢ $ 6,92¢ $ 35137 $ (3,84) $ (7,290
Income tax expense (bene! 6,527 10,501 4,06¢ 22,83 (2,400 (4,317
Fixed charge 1,66: 3,50¢ 13,88: 15,34¢ 7,67¢ 7,17¢
Earnings (loss) available for fixed charg 14,35 27,84¢ 24,875 73,31« 1,43¢ (4,427)
Fixed Charges
Interest expense 581 1,331 10,98( 12,02:¢ 5,66% 4,22:
Amortization of deferred loan charg 157 42€ 99: 1,44t 1,145 2,12(
Estimated interest expense in lee 92t 1,74¢ 1,90¢ 1,881 867 83¢
Total fixed charge $ 1,66 $ 350t $ 1388: $ 1534¢ $ 7,67¢ % 7,17¢
Ratio of Earnings to Fixed Charges 8.€ 7.8 1.8 4.8 0.2 n/e

* Interest included in fixed charges includes oinfigrest on third party indebtedness and, accolglimge have excluded accrued interest
expense related to uncertain tax positions.

For the year ended December 31, 2005, our eartinfipeed charges ratio was less than one to onereoe. The amount of such deficiency
was $6,242.

For the year ended December 31, 2004, we had lddsta Accordingly, our earnings to fixed chargao was less than one to one coverage.
The amount of such deficiency was $11,603.




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 materialdacimit 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 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
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 reportirg @defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd dave:

(a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned 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;

(b) designed such internal control over financial répgr or caused such internal control over finahi@aorting to be designed unt
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the registrant’sloésire controls and procedures and presentedsimiarterly 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 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):

(a) all significant deficiencies and material weaknsssghe design or operation of internal contradofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

July 30, 200

/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 18f@piq Systems, Inc.;

2. Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit 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

3. Based on my knowledge, the financial statements adimer financial information included in this gteaty 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 evaluatiarterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@@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: July 30, 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:  July 30, 20C

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:  July 30, 20C




