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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D. C. 20549

FORM 10-Q

(Mark One)

Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2009

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number 0-22081

EPIQ SYSTEMS, INC.

(Exact name of registrant as specified in its arart

Missouri 48-105642¢
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organizatiol Identification No.)
501 Kansas Avenue, Kansas City, Kans: 6610:-1300
(Address of principal executive office (Zip Code)

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

None
(Former name, former address and former fiscal, ykahanged since last report)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastia@s. Ye&xI No[O
Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥&tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y8s No[O
Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceletditer,” “accelerated filer” and “smaller reportircompany” in Rule 12b-2 of the Exchange
Act.

Large accelerated fileid Accelerated filer

Non-accelerated filerO Smaller reporting companyd
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Ac)esdd  No

Indicate the number of shares outstanding of ehtiiedssue’s classes of common stock, as of the latest pedtédate



Class Outstanding at October 23, 2009

Common Stock, $0.01 par value per st 36,159,269 share
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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 Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
REVENUE:
Case management servit $ 33,35¢ $ 33,57¢ % 103,70: $ 98,30(
Case management bundled products and set 3,871 4,48¢ 10,68( 14,24:
Document management servic 13,87 13,76¢ 46,47 40,12¢
Operating revenue before reimbursed direct ¢ 51,10 51,83: 160,85¢ 152,67:
Operating revenue from reimbursed direct ¢ 6,70z 7,051 23,96¢ 20,06"
Total Revenut 57,80¢ 58,88 184,82 172,73t
OPERATING EXPENSE:
Direct cost of services (exclusive of depreciatioa
amortization shown separately belc 17,96¢ 19,52¢ 57,35¢ 62,79
Direct cost of bundled products and services (esteguof
depreciation and amortization shown separatelyie 91€ 91C 2,62¢ 2,76¢
Reimbursed direct cos 6,66( 6,98¢ 23,74 19,98¢
General and administratiy 18,19° 17,86¢ 60,34¢ 51,16¢
Depreciation and software and leasehold amortiai 4,76: 4,27: 13,82¢ 11,83¢
Amortization of identifiable intangible asse 1,82¢ 2,271 5,582 6,87
Other operating expense (incon 127 1 611 (1,519
Total Operating Expens 50,45 51,83: 164,09° 153,90¢
INCOME FROM OPERATIONS 7,352 7,051 20,73( 18,82¢
INTEREST EXPENSE (INCOME):
Interest expens 33¢ 40¢ 1,07 1,33¢
Interest incom (56) (39 (107) (219)
Net Interest Expens 283 367 97C 1,11¢
INCOME BEFORE INCOME TAXES 7,06¢ 6,684 19,76( 17,70¢
PROVISION FOR INCOME TAXES 2,20( 2,69( 8,721 7,90¢
NET INCOME $ 4,86¢ $ 3,994 $ 11,030 $ 9,80¢
NET INCOME PER SHARE INFORMATION:
Basic $ 0.1 $ 011 $ 031 $ 0.2¢
Diluted $ 0.1z $ 0.1C $ 0.2¢ $ 0.2¢
WEIGHTED AVERAGE COMMON SHARES
OUTSTANDING:
Basic 35,917 35,51: 35,79: 35,40¢
Diluted 41,93¢ 41,12( 41,90¢ 41,36¢

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

September 30, 200! December 31, 200:

ASSETS
CURRENT ASSETS:
Cash and cash equivalel $ 28,26( $ 19,00¢
Trade accounts receivable, less allowance for doludtcounts of $2,681 and $2,600,
respectively 52,36¢ 48,54(
Prepaid expense 4,95 6,01t
Other current asse 5,44( 2,552
Total Current Assel 91,01; 76,111
LONG-TERM ASSETS:
Property and equipment, r 37,527 39,95
Internally developed software costs, 13,10¢ 11,02«
Goodwill 264,23" 263,87
Other intangibles, net of accumulated amortizatib$47,365and $41,714, respective 21,347 26,85!
Other 892 1,13¢
Total Lon¢-term Assets, ne 337,11 342,83:
Total Assets $ 428,13( $ 418,94t

LIABILITIES AND STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES:

Accounts payabl $ 6,87: $ 12,78:
Accrued compensatic 5,44: 7,52¢
Deposits 2,48: 2,15(
Deferred revenu 1,18¢ 2,36:
Other accrued expens 3,09( 2,62¢
Current maturities of lor-term obligation: 54,49t 5,917

Total Current Liabilities 73,56 33,35¢

LONG-TERM LIABILITIES:

Deferred income taxe 23,74 20,98¢
Other lon¢-term liabilities 10,02¢ 8,79¢
Long-term obligations (excluding current maturitir 62% 55,31(

Total Lon¢-term Liabilities 34,40( 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 stearéwrized; issued — 36,237,562 and

35,657,823 share 362 357
Additional paic-in capital 246,78: 237,64
Accumulated other comprehensive |i (1,916 (2,687
Retained earning 76,21( 65,177
Treasury stock, at co— 82,157 anc-0- shares (1,274 —

Total Stockholder Equity 320,16: 300,49!

Total Liabilities and Stockholders’ Equity $ 428,13 $ 418,94t

See accompanying Notes to Condensed Consolidateddicial Statements.

2




Table of Contents

EPIQ SYSTEMS, INC.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOC KHOLDERS’ EQUITY

Balance at December 31, 20
Comprehensive incom:
Net income
Foreign currency translation
adjustmen
Total comprehensive incon
Shares issued upon conversion of
convertible note
Treasury stock purchas
Shar-based compensation plans,

Balance at September 30, 2(

Balance at December 31, 20
Comprehensive incom:
Net income
Foreign currency translation
adjustmen
Total comprehensive incon
Shar-based compensation plans,

Balance at September 30, 2(

See accompanying Notes to Condensed Consolidateddicial Statements.

AND COMPREHENSIVE INCOME (UNAUDITED)
(in thousands)

Accumulated

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

35,65¢ 237,64 65,177 (2,687 300,49!

— — 11,03: — 11,03:

— — — 767 767

— — — — 11,80(

3 — — — —
— — — — (1,782

577 9,137 — — 9,65(

36,23¢ 246,78: 76,21( (1,916 320,16:

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

35,271 231,98: 51,34! 4 283,68:

— — 9,80t — 9,80t

— — — (991) (997

— — — — 8,81«

25€ 4,45¢ — — 4,45¢

35,53t 236,43 61,14¢ (987) 296,95:
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EPIQ SYSTEMS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(In thousands)

Nine Months Ended September 3C

2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 11,03 $ 9,80¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Shar+based compensation expel 6,30¢ 2,43¢
Expense for deferred income ta 3,24¢ 35¢
Depreciation and software amortizati 13,82¢ 11,83¢
Expense related to embedded op (1,209 (1,209
Amortization of intangible asse 5,582 6,874
Other, ne 1,54z 99C
Changes in operating assets and liabilit
Trade accounts receivat (4,765 (19,289
Prepaid expenses and other as 751 1,13¢
Accounts payable and other liabiliti (8,719 4,73(
Excess tax benefit related to st-based compensatic (43%) (120
Other 367 51¢
Net cash provided by operating activit 27,53¢ 18,06¢
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipm (9,259 (22,877
Internally developed software co: (5,710 (4,625
Cash paid for business acquisition, net of cashiesd) — (4,762
Other investing activities, n 302 30
Net cash used in investing activiti (14,66)) (22,23()
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from revolve — 3,00(
Payments on revolve — (3,000
Payments under lo-term obligation: (5,040 (3,389
Excess tax benefit related to st-based compensatic 43t 12C
Purchases of treasury stc (1,782 —
Proceeds from exercise of stock optir 2,701 1,72¢
Debt issuance cos — (795)
Net cash used in financing activiti (3,686 (2,335
Effect of exchange rate changes on ¢ 66 (102
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S 9,25¢ (6,599
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 19,00¢ 13,41t
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 28,26( $ 6,81¢

See accompanying Notes to Condensed Consolidatedd&icial 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 r@&tiog or disclosure through October 29,
2009, 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, government agenoid other professional advisors who requireviatiee technology, responsive 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 setlg administration are billed based on volumeanedevaluated pursuant to Accounting
Standards Codification (“ASC”) Topic 60BRevenue RecognitidhASC 605”). For these contractual arrangementshave identified each
deliverable service element. Based on our evanaif each element, we have determined that eachesit delivered has standalone value to
our customers because we or other vendors sellsreites separately from any other services/dalbles. We have also obtained objective
and reliable evidence of the fair value of eacimelst based either on the price we charge when larselement on a standalone basis or
based on third-party evidence of fair value of ssichilar services. Lastly, our arrangements doimdtide general rights of return.
Accordingly, each of the service elements in oultiple element case and document management amags qualifies as a separate unit of
accounting under ASC 605. We allocate revenubkeosarious units of accounting in our arrangembatsed on the fair value of each unit of
accounting, which is generally consistent with skeged prices in our arrangements. As we have eo@ef an arrangement, revenue for each
separate unit of accounting is recognized eaclogéni accordance with ASC 605. Revenue is receghés the services are rendered, our fee
becomes fixed and determinable, and collectabigitgasonably assured. Payments received in adadrsatisfaction of the related revenue
recognition criteria are recognized as a custoreposit until all revenue recognition criteria hdneen satisfied.

Software Arrangements

For our Chapter 7 bankruptcy trustee arrangemexgqrovide our trustee clients with a softwarense, hardware lease, hardware
maintenance, and postcontract customer supporlitesnall at no charge to the trustee. The trggiace their liquidated estate deposits with
a financial institution with which we have an agament. We earn contingent monthly fees from ithenicial institutions based on the dollar
level of average monthly deposits held by the &@stwith that financial institution related to $wtware license, hardware lease, hardware
maintenance, and postcontract customer suppoiitesrvWe account for the software license andgpostact customer support elements in
accordance with ASC 605. Since we have not estaddi vendor specific objective evidence (“VSOE"}df fair value of the software
license, we do not recognize any revenue on dgligkthe software. The software element is deteaed included with the remaining
undelivered element, which are postcontract cust@mgport services. This revenue, when recognizddcluded as a component of “case
management services revenue”. Revenue relateastogntract customer support is entirely contingemthe placement of liquidated estate
deposits by the trustee with the financial insititnt Accordingly, we recognize this contingentgs&ased revenue consistent with the
guidance provided by ASC 605 as the fee becomed fix determinable at the time actual usage o@nd<ollectibility is probable. This
occurs monthly as a result of the computationirigland collection of monthly deposit fees contnatly agreed to. At that time, we have ¢
satisfied the other revenue recognition criteriatamed in ASC 605 since we have persuasive evalthrat 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 ASC Topic 84@aseg"ASC 840"), we account for this
hardware as a lease. As the hardware maintenare®ament is an executory contract similar to @erating lease, we use guidance related
to contingent rentals in operating lease arrangésrfen hardware maintenance as well as for theviairel lease. Since the payments under all
of our arrangements are contingent upon the leielistee deposits and the delivery of upgradesodinelr services, and there remain
important uncertainties regarding the amount oéimbursable costs yet to be incurred by us, weladdor the hardware lease as an
operating lease. Therefore, all lease paymensgdan the estimated fair value of hardware pralidesre accounted for as contingent
rentals; which requires that we recognize rentabine when the changes in the factor on which théirggent lease payment is based actually
occur. This occurs at the end of each period aackieve our target when deposits are held atepesitory financial institution as, at that
time, evidence of an arrangement exists, delivasydtcurred, the amount has
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become fixed and determinable, and collectionasoeably assured. This revenue, which is lesstdrapercent of our total revenue, is
included in the Condensed Consolidated Statemémt&ome as a component of “case management sefvieeenue.

Reimbursemen

We have revenue related to the reimbursement tdinarosts, primarily postage. Consistent withdgaice provided by ASC 605, reimbursed
postage and other reimbursable direct costs aceded gross in the Condensed Consolidated StateroEhtcome as “Operating revenue
from reimbursed direct costs” and as “Reimburseeaticosts”, respectively.

Recently Adopted Accounting Pronouncements

In December 2007 new guidance was issued for tegration and measurement of assets, liabilitiesequity in business combinations.
This guidance is found in ASC Topic 8@ysiness CombinatiorfsASC 805"), and were effective for us as of Jayuhr2009. Due to these
new guidelines, we now expense, as incurred, aitigniselated costs for potential and completeduisitions. Acquisition-related costs
expensed in the first nine months of 2009 were @pprately $0.6 million. These costs are includetiOither operating expense (income)” in
our Condensed Consolidated Statements of Incoms.glidance also requires the recognition of chamgean acquirer’s income tax
valuation allowance on deferred taxes and acquéedontingencies associated with acquisitions¢haged prior to the effective date of the
guidance to apply the new provisions. This new goa will primarily apply to all future acquisitisn

In December 2007 new guidance was issued that eldathg way in which noncontrolling interests in sidiaries are measured and classified
on the balance sheet. These provisions are ceat&nASC Topic 810Consolidationg“ASC 810”) and were effective for us as of Janual
2009. The adoption of these new guidelines hasgnpact on our consolidated financial position outessof operations.

In February 2008, new guidance was issued thayeelthe effective date of certain fair value guitiafor nonfinancial assets and
nonfinancial liabilities contained in ASC Topic 8§Fair Value Measurements and Disclosu(&sSC 820"), except for items that are
recognized or disclosed at fair value in the finahstatements on a recurring basis. The adopti¢hi®guidance, which was effective as of
January 1, 2009, did not have a material impaauwrfinancial position, results of operations, asle flows.

In March 2008 new guidance was issued that chatigedisclosure requirements for derivative instrate@nd hedging activities. This
guidance can be found in ASC Topic 8Derivatives and HedginfASC 815”) and was effective for us as of Janukr009. The adoption
of these new guidelines had no impact on our cadfest@d financial position or results of operatioRssclosures required by this guidance are
included in Note 3.

In April 2008 new guidance was issued on deterngiive useful life of a recognized intangible assaese provisions, the detail of which
can be found in ASC Topic 35bhitangibles — Goodwill and Oth¢fASC 350”) and ASC Topic 27Risks and UncertaintigSASC 275"),
were effective for us as of January 1, 2009, antrfeeimpact on our consolidated financial positiomesults of operations as we did not
renew or extend the useful lives of any of ourrigiale assets.

In June 2008 new guidance was issued that clatifiadshare-based payment awards that entitle hibéders to receive non-forfeitable
dividends or dividend equivalents before vestinguith be considered participating securities, amgires them to be included in the
computation of earnings per share pursuant towwbectass method. This guidance is contained in AB@ic 260,Earnings per Sharé¢’ASC
260" and was effective for us as of January 1920@th the requirement that all prior period incoper share data presented to be adjusted
retroactively. We have determined that nonvestedeshwards that were granted in the first quaft@009 are participating securities as
defined by this guidance because they have equivetenmon stock dividend rights. Accordingly, we/b included these shares in our basic
and diluted share calculations as appropriate.reTiseno prior period impact of this guidance as¢hwere no participating securities
outstanding prior to the first quarter of 2009. &kstof the income per share calculation are desdrin Note 4.

In June 2008 the Financial Accounting Standards@@&ASB”) ratified the consensus reached by theeEging Issues Task Force (“EITF”)
on three issues discussed at its June 12, 2008mmeetrtaining to how an entity should evaluate thbean equitylinked financial instrumet
(or embedded feature) is indexed to its own stoeituding evaluating the
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instrument’s contingent exercise and settlementigians; how the currency in which the strike prifean equity-linked financial instrument
(or embedded feature) is denominated affects tterm@ation of whether the instrument is indexedncentity’s own stock; and how the
issuer should account for market-based employesk stotion valuation. This guidance can be found8C 815, and did not have an impact
on our consolidated financial position.

In April 2009 new guidance was issued that addcbapelication issues raised by preparers, audiémd, members of the legal profession on
initial recognition and measurement, subsequensareament and accounting, and disclosure of asedtbadbilities arising from
contingencies in a business combination. This quddaan be found in ASC 805 and will be effectimeus for any business combinations
completed on or after January 1, 2009.

In April 2009 new guidance was issued that requitisdlosure about the fair value of financial ingtients in interim as well as in annual
financial statements. These standards were eféefitivperiods ending after June 15, 2009 and cdole in ASC Topic 825;inancial
Instruments(“ASC 825"). The disclosures required by this guide are included in Note 8.

In May 2009 new guidance was issued that estallligkaeeral standards of accounting for and discdosfievents that occur after the balance
sheet date but before financial statements aredssuare available to be issued. This guidanceinesithe disclosure of the date through
which an entity has evaluated subsequent eventtharizhsis for that date. This guidance was effedtr reporting periods ending after

June 15, 2009 and can be found in ASC Topic 8afsequent EventfASC 855”). The disclosures required by this guida are included in
Note 1.

In June 2009 new guidance was issued that idedhtifie sources of accounting principles and the ésaatk for selecting the principles used
in the preparation of financial statements of naggomental entities that are presented in confgrmith generally accepted accounting
principles in the United States, commonly refet@ds the Accounting Standards Codification. Thiglgnce was effective for periods end
after September 15, 2009, and the appropriateenefess to accounting guidance have been incorparatethis Form 10-Q.

Recently | ssued Accounting Pronouncements

In October 2009, the FASB issued Accounting Stathslalpdate (“ASU”) 2009-13Viultiple-Deliverable Revenue Arrangeme(ita&SU 2009-
13") and ASU 2009-14Certain Arrangements That Include Software ElemgaSU 2009-14"), both of which amend ASC 605. ASQ0®-

13 requires entities to allocate revenue in amgeeent using estimated selling prices of the dedigt goods and services based on a selling
price hierarchy. The amendments eliminate the vasichethod of revenue allocation and require regdnibe allocated using the relative
selling price method. ASU 2009-14 removes tangiotelucts from the scope of software revenue guiglamc provides guidance on
determining whether software deliverables in aaragement that includes a tangible product are ea\viey the scope of the software revenue
guidance. ASU 2009-13 and ASU 2009-14 should Ipdieghon a prospective basis for revenue arrangesreeriered into or materially
modified in fiscal years beginning on or after Jdie 2010, with early adoption permitted. We argently evaluating both the timing and !
impact of the pending adoption of these standandsun consolidated financial statements.

NOTE 2: GOODWILL AND INTANGIBLE ASSETS

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

Electronic Settlement

Discovery Bankruptcy Administration Total
Balance as of December 31, 2( $ 79,58t $ 151,43t $ 32,847 $ 263,87:
Foreign currency translation and otl 36¢€ — — 36€
Balance as of September 30, 2( $ 79,95. $ 151,43¢ $ 32,847 $ 264,23
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Consistent with prior years, and as discussed ite NipNature of Operations and Summary of Signifidsccounting Policies, of our Notes to
Consolidated Financial Statements in our Annuald®egn Form 10-K for the year ended December 3082@e performed our annual
goodwill impairment test during the third quartsdo impairment of goodwill was identified as a résflthe testing performed.

Amortizing identifiable intangible assets as of ®egber 30, 2009 and December 31, 2008 consistdedbllowing (in thousands):

September 30, 2009 December 31, 2008
Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization
Customer relationshif $ 40,057 $ 2493 $ 39,98t $ 22,03¢
Trade name 74¢ 745 745 74¢
Non-compete agreemer 27,91( 21,68¢ 27,83 18,93(
$ 68,71: $ 47,36 $ 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 Sept&r8b, 2009 and 2008, respectively, and
was $5.6 million and $6.9 million for the nine mbstended September 30, 2009 and 2008, respectikahartization expense related to
identifiable intangible assets for fiscal year 2@0@ the following five years is estimated as fodin thousands):

Estimated
Year Ending Amortization
December 31, Expense
2009 $ 7,601
2010 6,69:
2011 4,83
2012 4,652
2013 3,07(
2014 192
$ 27,03¢

NOTE 3: LONG-TERM OBLIGATIONS

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

September 30, December 31,
2009 2008
Contingent convertible subordinated notes, inclgdimbedded optio $ 51,10¢ $ 52,34¢
Capital lease 1,141 4,68
Deferred acquisition pric 2,871 4,192
Total lon¢-term obligations, including current porti 55,12( 61,22:
Current maturities of lor-term obligations (54,49 (5,919
Long-term obligations $ 62 $ 55,31(

Credit Facilities

During July 2008, we amended and restated ourtdiadiity. The amended credit facility, with KepBk National Association as
administrative agent, consists of a $100.0 milsenior revolving loan. The facility matures inyd@D11. During the term of the credit
facility, we have the right, subject to complianeith our covenants, to increase the senior revghan to $175.0 million. The amended
credit facility is secured by liens on our realpeay and a significant portion of our personalgay. Interest on the amended credit facility
is generally based on a spread, not to exceed &35 points, over the LIBOR rate. There were nowarts due under the senior revolving
credit loan as of September 30,
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2009 or December 31, 2008. To determine the antbahive may borrow, the $100.0 million availablelenthe revolving loan is reduced
$1.8 million in outstanding letters of credit asS#ptember 30, 2009.

Our amended credit facility contains financial coaets related to earnings before interest, prowifo income taxes, depreciation,
amortization and other adjustments as defineddratireements and total debt. In addition, ouritfedility also contains financial covenal
related to senior debt, fixed charges, and workingjtal. As of September 30, 2009, we were in d@npe with all financial covenants.

Contingent Convertible Subordinated Notes

During June 2004, we issued $50.0 million of cagygint convertible subordinated notes (“convertildéer”) with a fixed 4% per annum
interest rate and an original maturity of JuneZlH)7. The holders of the convertible notes haditite to extend the maturity date by up to
three years. In April 2007, the holders exercitgslright and the maturity date of the convertibdges was extended to June 15, 2010. If we
change our capital structure (for example, throaigtock dividend or stock split) while the convaginotes are outstanding, the conversion
price would be adjusted on a consistent basisasubrdingly, the number of shares of common stoekwould issue on conversion would be
adjusted. The convertible notes are convertiktke 403 million shares of our common stock at agon€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 ASC 815, the right to extend the maturityhef convertible notes was accounted for as an etdokdption subject to bifurcation. The
embedded option was initially valued at $1.2 millend the convertible notes balance was reducédebyame amount. During April 2007,
the holders of the convertible notes exercised tiight to extend and we performed a final valuatio estimate the fair value of the embec
option as of the approximate date of the extensibime estimated fair value of the embedded optidhia date, included as a component of
the convertible notes, was approximately $4.8 onilliThe $4.8 million estimated fair value of thebemided option is amortized as a credit to
“Interest expense” on the Condensed Consolidataii®ents of Income over the period to the extemadirity, which is June 15, 2010. The
balance of this embedded option is included agwepoment of “Current maturities of long-term obligais” on the Condensed Consolidated
Balance Sheet at September 30, 2009 and is a c@npoh“Long-term obligations (excluding currenttondties)” at December 31, 2008.
During the third quarter of 2009, a nominal priredipmount of the notes were converted into sharesramon stock. As a result of this
conversion, we recognized a nominal gain in theltquarter related to the unamortized embeddedoptlue associated with the converted
notes. The above changes related to the carrghgewf the convertible notes, the estimated falue of the embedded option, and the
amortization of the fair value of the embeddedaptio not affect our cash flow.

Capital Leases
We lease certain property and software under ddpéaes that expire during various years througfti2
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 September 30 (in thodsgan

2010 $ 54,49t
2011 62E
2012 —
2013 —
2014 —
Total $ 55,12(
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NOTE 4. NET INCOME PER SHARE

Basic net income per share is computed on the basisighted average outstanding common sharelsiteldinet income per share is
computed on the basis of basic weighted averaggamaing common shares adjusted for the dilutifecebf 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.

Based upon new guidance contained in ASC 260 whiaheffective January 1, 2009, we determined tlmhbnvested share awards (also
referred to as restricted stock awards) that weseed during the first quarter of 2009 were paréiting securities because they have non-
forfeitable rights to dividends. Accordingly, thadic net income per share calculation below isutafed under the two-class method
calculation. In determining the number of dilutédies outstanding, we are required to disclosenttre dilutive earnings per share result
between the treasury stock method calculation bedwo-class method calculation. For the threerdane months ended September 30, 2009,
the two-class method calculation was more dilutilierefore, the diluted net income per share in&iom below is presented following the
two-class method. There was no impact to our prior gaboulation as we did not have any participatiegusities outstanding during the pr
year.

The computation of basic and diluted net incomespere for the three and nine months ended Septe3@b2009 is as follows (in thousan
except per share data):

Three months ended September 30, 20( Nine months ended September 30, 20(
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 $ 4,86¢ $ 11,03
Less: net income allocated to nonvested
shares® (23 (59)
Basic net income available t¢
common stockholders 4.84¢ 35,917 $ 0.1z 10,97 35,79: $ 0.31
Effect of dilutive securities
Stock options — 1,73¢ — 1,831
Convertible deb 30E 4,28: 904 4,28¢
Add-back: net income allocated to
nonvested share® 23 — 58 —
Less: net income re-allocated to
nonvested share (21) — (56) —
Diluted net income available tc
common stockholders $ 5,15% 41,93t $ 01z $ 11,88 41,90¢ $ 0.2¢

@) Net income allocated to holders of nonvested sharealculated based upon a weighted average pagenf nonvested shares in
relation to total shares outstanding.
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The computation of basic and diluted net incomespere for the three and nine months ended Septe86b2008, is as follows (in
thousands, except per share data):

Three months ended September 30, 2008 Nine months ended September 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 $ 3,99/ 3551: $ 011 3 9,80t 35,40¢ $ 0.2¢
Effect of dilutive securities
Stock options — 1,32 — 1,67
Convertible deb 30E 4,28¢ 90¢ 4,28¢
Diluted net income per sha $ 4,29¢ 41,12C $ 0.1C $ 10,71: 41,36¢ $ 0.2€

For the three months ended September 30, 2009@08] #eighted-average outstanding stock optioraingt approximately 1.9 million and
2.9 million were antidilutive, and therefore notlinded in the computation of diluted net income gfeare. For the nine months ended
September 30, 2009 and 2008, weighted-averageaodiag stock options totaling approximately 1.9lioml and 1.8 million shares of
common stock, respectively, were antidilutive ameréfore not included in the computation of diluted income per share.

NOTE 5: SHARE-BASED COMPENSATION

The 2004 Equity Incentive Plan, as amended (th&42Z@lan”), limits the combined grant of optionsatmuire shares of common stock, stock
appreciation rights, and nonvested share awardsruhd 2004 Plan to 7,500,000 shares. Any graskutine 2004 Plan that expires or
terminates unexercised, becomes unexercisabls forfeited will generally be available for futugeants. At September 30, 2009, there were
approximately 1,484,000 shares of common stocKataifor future equity-related grants under the£2@lan.

During the nine months ended September 30, 200grarted 285,000 nonvested share awards at a wdigiverage grant date price of
$14.49 per share, which vested six months afted#ite of grant, 40,000 stock options with a weigfdaeerage exercise price of $14.49 per
share, which vest 20% per year over five years,1atid000 stock options with a weighted-averageaserprice of $16.02, which vest over a
seven year period at 20% per year over the five pedaod beginning on the third anniversary of ghnant.

We have treasury stock related to the repurchasharks of common stock to satisfy tax withholditigg result from the vesting of restricted
stock awards. We use treasury stock to satisfypopkercises. As of September 30, 2009 we havéBzHares of treasury stock. After our
treasury shares are exhausted, we will use nesleds shares to satisfy option exercises.

The weighted-average grant date fair value of stgations granted during the nine months ended &s#ge 30, 2009 and 2008 was $8.00 per
option and $5.82 per option, respectively. The Wiid-average assumptions used for the calculafitirese values, utilizing the Black-
Scholes methodology, were as follows:

Nine Months Ended

September 30 September 30
2009 2008
Expected volatility (% 47.C 41.C
Dividend yield (%) — —
Risk-free interest rate (% 2.7: 2.6€
Expected life of stock option (yeau 6.2 5.0

During the three months ended September 30, 2002@D8, we recognized share-based compensatiom&xpehich is a non-cash charge,
for stock option and nonvested share awards ofoxppately $2.0 million and $1.0 million, respectiyeof which $0.1 million and $0.2
million, respectively, is included under the capti®irect cost of services” and $1.9 million and &mnillion, respectively, is included under
the caption “General and administrative” on theomgpanying Condensed Consolidated Statements ofraco
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During the three months ended September 30, 2002@d8, we recognized a net tax benefit of appratéty $0.5 million and $0.4 million,
respectively, related to aggregate share-basedamsation expense recognized during the same period.

During the nine months ended September 30, 2002608, we recognized share-based compensation sxpehich is a non-cash charge,
for stock option and nonvested share awards ofoxppetely $6.3 million and $2.4 million, respectiyeof which $0.4 million and $0.7
million, respectively, is included under the capti®irect cost of services” and $5.9 million and Bnillion, respectively, is included under
the caption “General and administrative” on theomgpanying Condensed Consolidated Statements ofraco

During the nine months ended September 30, 2002608, we recognized a net tax benefit of approteigss1.5 million and $0.9 million,
respectively, related to aggregate share-basedamsagion expense recognized during the same péysodf September 30, 2009, there was
$8.4 million of total unrecognized compensationtcetated to nonvested share-based awards, whitbeviecognized over a weighted-
average period of 3.0 years.

NOTE 6: SEGMENT REPORTING

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

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

Assets reported within a segment are those a$sstedn be identified to a segment and primarilysest of trade receivables, property,
equipment and leasehold improvements, softwaretifisble intangible assets and goodwill. CasR;related assets, and certain prepaids
other assets are not allocated to our segmentbhodgh we can and do identify long-lived assethagproperty, equipment and leasehold
improvements, software, and identifiable intangdnsets to reporting segments, we do not allobatestated depreciation and amortization
to the segment as management evaluates segmemtpeante exclusive of these non-cash charges.
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Following is a summary of segment information foe three months ended September 30, 2009. Theeégiment revenues in the three
months ended September 30, 2009 related primaritall center services performed by the settleradntinistration segment for the
bankruptcy segment.

Three Months Ended September 30, 20C

Electronic Settlement
Discovery Bankruptcy Administration Eliminations Total
(in thousands)
Revenue
Operating revenue before reimbursed direct
costs $ 12,15! % 25,38 % 1357 $ — $ 51,10;
Intersegment revent — — 467 (467) —
Operating revenue before reimbursed direc
costs 12,15 25,38¢ 14,03" (467) 51,10%
Operating revenue from reimbursed direct
costs 12¢ 3,06: 3,511 — 6,70z
Total revenue 12,28: 28,44 17,54¢ (467) 57,80¢
Direct costs, general and administrative ¢ 9,00 14,63¢ 12,99¢ (467) 36,17
Segment performance meas $ 3,27, $ 13,81: $ 4550 $ — $ 21,637

Following is a summary of segment information foe three months ended September 30, 2008. Inteesggavenues for this period were
not considered material to the segment reportifayimation.

Three Months Ended September 30, 20C

Electronic Settlement
Discovery Bankruptcy Administration Total
(in thousands)
Revenue
Operating revenue before reimbursed direct
costs $ 15,10¢ $ 13,18C $ 23,54¢ % 51,83:
Operating revenue from reimbursed direct
costs 30 94¢€ 6,07t 7,051
Total revenue 15,13¢ 14,12¢ 29,62! 58,88:
Direct costs, general and administrative ¢ 8,452 7,43¢ 22,92: 38,80¢
Segment performance meas $ 6,68 $ 6,691 $ 6,701 $ 20,07
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Following is a reconciliation of our segment penfiance measure to income before income taxes (irsémals):

Three Months Ended September 30,

2009 2008
Segment performance meas $ 21,637 $ 20,07«
Corporate and unallocated expen (5,519 (5,435
Shar-based compensation expel (2,04¢) (1,049
Depreciation and software and leasehold amortia: (4,767%) (4,277)
Amortization of intangible asse (1,829 (2,277)
Other operating expen: (127) 1)
Interest expense, n (289) (367)
Income before income tax $ 7,06¢ $ 6,68¢

Following is a summary of segment information foe hine months ended September 30, 2009. Theagiaent revenues in the nine months
ended September 30, 2009 related primarily toagaiter services performed by the settlement adtratisn segment for the bankruptcy
segment.

Nine Months Ended September 30, 2009

Electronic Settlement
Discovery Bankruptcy Administration Eliminations Total
(in thousands)
Revenue
Operating revenue before reimbursed direct ¢ $ 40,537 $ 66,79( $ 53,53 $ — 160,85¢
Intersegment revent — 1 1,581 (1,58¢) —
Operating revenue before reimbursed direct ¢ 40,533 66,79: 55,11¢ (1,589 160,85¢
Operating revenue from reimbursed direct ¢ 19C 7,782 15,99¢ — 23,96¢
Total revenue 40,727 74,57 71,11°¢ (1,58¢) 184,82

Direct costs, general and administrative ¢ 28,11« 39,83¢ 54,56¢ (1,58¢) 120,92¢
Segment performance meas $ 12,61: $ 34,735 $ 16,55( $ — $ 63,895
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Following is a summary of segment information foe hine months ended September 30, 2008. Intersggmenues for this period were |
considered material to the segment reporting iné&dion.

Nine Months Ended September 30, 2008

Electronic Settlement
Discovery Bankruptcy Administration Total
(in thousands)
Revenue
Operating revenue before reimbursed
direct cost: $ 44,61¢ % 39,04: $ 69,00¢ $ 152,67:
Operating revenue from reimbursed dil
costs 151 2,64 17,261 20,06t
Total revenue 44,77( 41,69( 86,27¢ 172,73t
Direct costs, general and administrative
costs 23,63( 21,56 72,81¢ 118,00°
Segment performance meas $ 21,14C $ 20,12¢ $ 13,46( $ 54,72¢

Following is a reconciliation of our segment penfiance measure to income before income taxes (irsémals):

Nine Months Ended September 3C

2009 2008
Segment performance meas $ 63,89¢ $ 54,72¢
Corporate and unallocated expen (16,847 (16,267)
Shar-based compensation expel (6,309 (2,439
Depreciation and software and leasehold amortiai (13,829 (11,836
Amortization of intangible asse (5,589 (6,874
Other operating (expense) incol (611) 1,511
Interest expense, n (970 (1,119
Income before income tax $ 19,76C $ 17,70¢
Following are total assets by segment (in thougands
September 30 December 31
2009 2008
Assets
Electronic Discoven $ 137,57¢ $ 139,21t
Bankruptcy 190,13: 184,90¢
Settlement Administratio 53,81t 60,14¢
Corporate and unallocat 46,60 34,67¢
Total consolidated asse $ 428,13( $ 418,94t
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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 fluctuatiomterest rates, we purchased one-month LIBORdaserest rate floor options with a
total notional amount of $800 million and initiadmractual maturity of three years. We accountedHhis transaction pursuant to the guidance
contained in ASC 815 which requires that all danxainstruments be recorded on the balance shéair ¥alue. As the interest rate floor
options were not designated as an accounting hetigaeges in the fair value of the derivatives wermmrded each period in current earnings.
In February 2008, we sold the interest rate flqufams and realized a $3.5 million gain. The $Ridion difference between the realized g

of $3.5 million and the previously unrealized gafr$1.1 million was included as a component of “@thperating expense (income)” for the
nine months ended September 30, 2008 on the actyingaCondensed Consolidated Statements of Incohseof September 30, 2009 we
did not hold any interest rate floor options, ottlerivatives, or auction rate securities.

NOTE 8: FAIR VALUES OF ASSETS AND LIABILITIES

ASC 820 establishes a three-level fair value hi¢mabased upon the assumptions (inputs) usedde pssets or liabilities. The hierarchy
requires us to maximize the use of observable ;antl minimize the use of unobservable inputs.tiitee 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 foil@imssets 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 Sep&rBb, 2009 and December 31, 2008. As of SepteBhe2009 and December 31, 2008,
carrying value of our trade accounts receivable@pmated fair value.

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)
September 30, 2009
Financial Assets
Money market fund $ 25,42 $ 25,42. $ — $ —
December 31, 2008:
Financial Assets
Money market fund $ 19,34(C $ 19,34( $ — $ —

Liabilities

As of September 30, 2009 and December 31, 200&atmging value of accounts payable, deferred aitipm price payments, capital leases,
and the embedded option related to our conventibtes approximated fair value. As of both Septen30e2009 and December 31, 2008, the
carrying value of convertible debt was approxima#30.0 million. The fair value of our convertildebt was estimated at $62.1 million and
$71.6 million as of September 30, 2009 and Decer@be2008, respectively. This amount was estimbjetdking the outstanding convertil
debt, divided by the conversion price
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of $11.67 per share, to arrive at an estimated mummbshares that would be issued assuming comveddiall of the notes. The estimated
number of shares was then multiplied by the clogirge of our common stock on the last day of #spective reporting period 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):

Nine months endec

September 30,
2009 2008

Cash paid for:

Interest $ 2,051 $ 2,25(

Income taxes paid, n 7,13¢ 7,027
Non-cash investing and financing transactions

Property, equipment, and leasehold improvementaiaddn accounts payable and othe

long-term liabilities 581 1,03¢
Obligation incurred in purchase transact — 1,682
Conversion of convertible not 32 —

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 Glohahited (collectively, “Pinpoint”), an electroniagtovery 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. Certanenue targets were satisfied as of SeptembelOB®, 2vhich required an additional payment
of $0.6 million in the fourth quarter of 2008; até accrual of an additional payment of approxiya&45,000 (as of September 30, 2009
approximately $0.9 million, including interest) dime2010. These additional payments were recordguliechase price adjustments. If certain
other revenue targets are satisfied prior to ticersé and third anniversary dates of the agreemangre required to make additional
payments. We have determined that it is probalatettiese targets will be satisfied and have beeruing a liability for total payments of
approximately £400,000 (as of September 30, 20@8oamately $0.6 million). These amounts are reedrds compensation expense over
the contingency period.

The allocation of the purchase price was as folld@s3 million to net assets, $1.1 million to custr contracts, $1.1 million to non-compete
agreements, $0.7 million to establish a deferrediability related to the acquired intangible assand $5.3 million to goodwill. The purch
price in excess of the value of the acquired idiablie net assets reflects the strategic value laeeg on Pinpoint as this acquisition facilite
the expansion of our electronic discovery busimesise 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 efabquired entities are included within
our electronic discovery segment. The pro fornsalie of the acquired entities for the period Jaynia 2008 through the date of acquisition
were not material to our consolidated results &rapons.

NOTE 11: LEGAL PROCEEDINGS

On July 29, 2008, the Alaska Electrical PensiondHiled a putative shareholder derivative actiotha 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 ctigi@ectors and certain current and
former executive officers and directors engageaigconduct regarding stock option grants.

The plaintiff complaint asserts, among other thjrigat the company backdated certain stock opfiams July 1997 through January 2006,
and that the individual defendants either partigdan the backdating or permitted it to occur atimns of generally accepted accounting
principles as a result of the alleged backdatingptions, related claims of false and misleadiraxprstatements and annual reports filed by
the company under the Securities Exchange Act 8#18Iso as a

18




Table of Contents

result of the alleged backdating of options, anglowss violations of state law, breaches of fidugiduty of loyalty and insider trading in
company stock. The plaintiff is seeking among othangs, unspecified money damages, an accoufaingrofits obtained from the alleged
backdating of options, specified changes in oupamate governance policies, punitive damages asuission of the allegedly backdated
options.

In October 2008, the company and the individuatddénts filed a motion to dismiss the plaintiffanplaint on a variety of grounds. The
Court entered a Memorandum and Order on June 3, &1 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 that
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 stagehia proceedings.

The individual defendants and the company havd file answer denying the plaintiff's claims. Disagvim this action has begun and is
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 FinancialrS&atts associated with this matter.
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Item 2. Management’s Discussion and Analysis of Financial @dition and Results of Operations

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

Overview

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

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

Our electronic discovery business provides collerstiand forensics, processing, and search andveeie/ices to companies and the
litigation departments of law firms. Our eDataMatt software analyzes, filters, deduplicates aratipces documents for review. Produced
documents are made available primarily throughsidtbenvironment, 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 conditifmm the electronic discovery market
have resulted in customers delaying new litigatostarting-up activities related to new signedgets due to budgetary constraints, as well
as pricing pressures in the industry, as discussatbre detail below. According to the 2009 So@wslbmann Electronic Discovery Survey,
the amount of money spent on electronic discoveryises and software appears to have dropped hyt &6 from 2007 to 2008.

The substantial increase of electronic documentsusynesses has changed the dynamics of how attoso@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 praces

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 fiaensics and collections services and docunestigw services. 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 numbemotases filed in the twelve-
month period ended June 30, 2009, accounted fapaippately 70% of all bankruptcy filings. In a Giar 7 case, the debtor’s
assets are liquidated and the resulting cash pdscae used by the Chapter 7 bankruptcy trustpayt@reditors. Chapter 7 cases
typically last several years.
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» Chapter 11 is a reorganization model of bankruficgorporations that, as measured by the numbeewfcases filed in the twelve-
month period ended June 30, 2009, accounted fapaippately 1% of all bankruptcy filings. Chaptet generally allows a
company, often referred to as the debtor-in-pogsest continue operating under a plan of reorgation to restructure its business
and to modify payment terms of both secured anéaurgd obligations. Chapter 11 cases generaligéa®ral years.

» Chapter 13 is a reorganization model of bankrufcyndividuals that, as measured by the numberest cases filed in the twelve-
month period ended June 30, 2009, accounted fopajppately 29% of all bankruptcy filings. In a Gtar 13 case, debtors make
periodic cash payments into a reorganization prehaaChapter 13 bankruptcy trustee uses thesepegshents to make monthly
distributions to creditors. Chapter 13 cases Bipjidast between three and five years.

As reported by the Administrative Office of the UCurts, bankruptcy filings for the twelve-montripd ended June 30, 2009 increased
35% versus the twelve-month period ended June@IB.2During this period, Chapter 7 filings incredg7%, Chapter 11 filings increased
91%, and Chapter 13 filings increased 12%. Thetquanded June 30, 2009 represented the highageqy filing period since the
Bankruptcy Abuse Prevention and Consumer Protectatrof 2005 was enacted.

Chapter 11 bankruptcy engagements are generaliytknm, multi-year assignments that provide revensigility into future periods. For the
Chapter 7 trustee services component of the batdyrigggment, the increase in filings is expecteaioslate into growth in client deposit
balances related to asset liquidations and prisiggnerally not expected to change for the reneainfi2009.

The end-user customers of our bankruptcy businesdebtor 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 dastppoints 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 respdlitgs include liquidating the debtor’s assetscollecting funds from the debtor,
distributing the collected funds to creditors pansito the orders of the bankruptcy court and ptegaegular status reports for the Executive
Office for United States Trustees and for the baptay court. Trustees manage an entire caselobdrdfruptcy cases simultaneously.

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

» Case management professional service fees andsathport service fees related to the administraifazases, including data
conversion, claims processing, claims reconciligtiwrofessional consulting services, and disburseiservices.

» Depositbased fees, earned primarily on a percentage gft€ha total liquidated assets placed on deposit adesignated financi
institution by our trustee clients, to whom we pdgy at no charge, software licenses, limited harévand hardware maintenance,
and postcontract customer support services. Téwevie earn based on total liquidated assets ptatdéposit by our trustee clients
may vary based on fluctuations in short-term irgerates. Interest rate fluctuations are somewtlitggated 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 notificationpaniily through print media outlets, to potentiaftps of interest for a particular
client engagement.

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

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

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

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. Glassn and mass tort litigation is often complex #ime cases, including administration of any
settlement, may last several years.

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

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 dyifie year ended December 31, 2008,
and 15% of our consolidated revenue during the mogeth period ended September 30, 2009, was suladanompleted during the second
quarter of 2009.

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, catecanpport, and controlled disbursements. Theustnwe earn varies primarily «
the size and complexity of the engagement.

» Legal noticing services to parties of interestlass action matters, including media campaign alverising management, in which
we coordinate notification through various medidlets, such as print, radio and television, to ptiéé parties of interest for a
particular client engagement.

* Reimbursement for costs incurred related to postagmailing services.
Results of Operations for the Three Months Ended $#ember 30, 2009 Compared with the Three Months Eretl September 30, 2008
Consolidated Results
Revenue

Total revenue was $57.8 million for the three merehded September 30, 2009, a decrease of $1lidkrmdl 2%, as compared to the prior
year. A portion of our total revenue consists aftaursement for direct costs we incur, such asguestelated to document managen
services. We reflect the operating revenue fromséhreimbursed direct costs as a separate lineoitemar accompanying Condensed
Consolidated Statements of Income. Operating tevémm reimbursed direct costs was $6.7 milliodearease of $0.3 million, or 5%, from
$7.0 million in the prior year. Although operatirgyenue from reimbursed direct costs may fluctsarificantly from quarter to quarter,
these fluctuations have a minimal effect on oubine from operations as we realize little or no ritafigom this revenue.

Operating revenue before reimbursed direct cosis,$1.1 million in the three months ended Septe®®e2009, a decrease of $0.7 milli
as compared to the prior year. This decrease wasndoy a $9.9 million decrease in the settlementiaistration segment, and a $3.0 million
decrease in the electronic discovery segment. eTtiesreases were partially offset by a $12.2 milirewrease in the bankruptcy segment.
Changes by segment are discussed below.
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Operating Expense

The direct cost of services, exclusive of deprémisand amortization, was $18.0 million for theethrmonths ended September 30, 2009, a
decrease of $1.5 million, or 8%, as compared ta38llion in the prior year. Contributing to thilecrease was a $2.5 million decrease in the
expense related to outside services, primarilytediéo temporary help and mailing, and a $0.4 anlilecrease in legal noticing costs. These
decreases were partially offset by a $1.4 milliecréase in compensation related expense, due fyifancreases in the bankruptcy
segment resulting from an increase in corporatieugtsiring engagements. Changes by segment anesdistt below.

The direct cost of bundled products and servicedusive of depreciation and amortization, remaifiatiat $0.9 million for the three months
ended September 30, 2009 and 2008. Changes by stegraaliscussed below.

Reimbursed direct costs decreased $0.3 millioB%6yrto $6.7 million for the three months ended 8eiiter 30, 2009, compared with $7.0
million during the prior year. This decrease diecorresponds to the decrease in operating revéom reimbursed direct costs. Changes
by segment are discussed below.

General and administrative costs increased $0.8mibr 2%, to $18.2 million for the three mon#hrsded September 30, 2009. Contributing
to this increase was a $1.1 million increase inestiased compensation expense, for nonvested avarels granted in February 2009, and a
$0.3 million increase in utility expense. Thesergases were partially offset by a $0.6 millionréase in professional fees, and a $0.4 mi
decrease in compensation related expense. Chapgegiment are discussed below.

Depreciation and software and leasehold amortiaatissts for the three months ended September 80, &6re $4.8 million, an increase of
$0.5 million, or 11%, compared to the prior yedrisTincrease was primarily the result of increaseftivare amortization expense and
increased hardware depreciation related to invagsrie our business segments.

Amortization of identifiable intangible assets the three months ended September 30, 2009 wasr#ilidh, a decrease of $0.4 million, or
20%, compared to the prior year. This decreasetmeasesult of certain non-compete and customerraohintangible assets that were fully
amortized in the first quarter of 2009.

Other operating expense for the three months eSdptember 30, 2009 increased by approximately bilibn due to acquisition-related
expenses.

I nterest Expense, Net

We recognized interest expense of approximatel§ #0llion and $0.4 million for the three months eddSeptember 30, 2009 and 2008,
respectively.

Effective Tax Rate

Our effective tax rate for the three months endept&nber 30, 2009 was 31.1% compared with an eféetzx rate of 40.2% for the prior
year. The decrease compared to the prior year vimsuply related to recognizing approximately $én8lion of previously unrecognized t:
benefits as a result of lapses in the 2005 Fed&tlte of limitations and $0.2 million of both easch credits and benefits related to the
domestic production activities deduction, partiaffset by non-deductible equity compensation espan 2009 for which a comparable
expense did not exist in the prior year.

Although income tax returns for 2006 and latergarerally subject to exam, it is reasonably posditéit we will recognize approximately
$0.7 million of previously unrecognized tax berefis a result of anticipated lapses in the stafuteitations within twelve months of our
reporting date. If recognized, the $0.7 milliortat benefits would affect the effective tax rate.

Net I ncome

Our net income was $4.9 million for the three marghded September 30, 2009 compared to $4.0 mibiothe prior year, an increase of
$0.9 million, or 22%. The change from the prior iysgprimarily related to growth in our bankrupt®ygment, which was the result of an
increase in corporate restructuring retentions,apmtoximately $1.0 million of tax benefits, which
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were partially offset by a decline in our settletnatministration segment, due primarily to the witwdvn of the analog to digital conversion
contract; a decline in our electronic discoveryrsegt, driven by lower revenues related to the ctireeonomic climate and lower pricing,
and increased expenses related to expansion éfs@fferings and geographic expansion in this segmand an increase in share based
compensation 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 before reiraed direct costs for the three months ended Bdéyge30, 2009 was $12.2 million, a
decrease of $3.0 million, or 20%, compared to thar year. The change from the prior year is prilgaelated to industry pricing pressures,
the impact of which was an approximate 20% degtirthe average price of services, as well as aai@ace in the start-up of litigation
matters, both of which can be attributed to theentreconomic climate.

Electronic discovery direct and administrative spsicluding reimbursed direct costs, were $9.0ionilfor the three months ended
September 30, 2009, an increase of $0.6 millio7%y compared to the prior year. This increaseavasult of a $0.6 million increase in the
direct cost of services, primarily due to expensésted to the expansion of service offerings agagaphic expansion.

Bankruptcy Segment

Bankruptcy operating revenue before reimbursedttimests for the three months ended Septemberd®®, ®as $25.4 million, an increase of
$12.2 million, or 93%, compared to $13.2 milliontire prior year. This increase was primarily atitéble to an increase in corporate
restructuring engagements resulting from an iner@a€hapter 11 bankruptcy filings. Partially oftggy this increase was a slight decline in
bankruptcy trustee fees, as an increase in avelggesit balances was more than offset by loweingricompared to the prior year period.

Bankruptcy direct and administrative costs, inahgdieimbursed direct costs, increased $7.2 milliwr§7%, to $14.6 million for the three
months ended September 30, 2009, compared to $lfighnn the prior year. The increases in thesstsavere directly related to the increase
in corporate restructuring engagements. Expenagerkto outside services increased $2.3 milliompmnsation related expense increased
$1.7 million, expense related to call center savincreased $0.5 million, and legal notificatiosts increased $0.5 million. Also contribut

to the increase in costs was a $2.1 million in@easeimbursed direct costs, which directly cqomels to the increase in operating revenue
from reimbursed direct costs.

Settlement Administration Segment

Settlement administration operating revenue befeirabursed direct costs was $13.6 million in the¢hmonths ended September 30, 2009, &
decrease of $9.9 million, or 42%, compared to ther year. This decrease was primarily related tleeline of $7.2 million related to the
analog to digital conversion contract, which walsstantially completed during the second quart&Q8f9. Also contributing to the decrease
was a $1.0 million decrease in legal notificatiemenue and a $1.1 million decrease in mailing reeedue to declines from the prior year
related to several other large cases; and a $0libmdecrease in transaction processing revenue.

Settlement administration direct and administratiwsts, including reimbursed direct costs, forttiree months ended September 30, 2009
were $13.0 million, a decrease of $9.9 million48f6, compared to $22.9 million in the prior yeaon@ibuting to the decrease in expense
was a $5.4 million decrease in costs that suppdhte@nalog to digital conversion contract in thiempyear; a $1.5 million decrease in
reimbursed direct costs, which corresponds to dueedise in operating revenue from reimbursed dixests; a $1.2 million decrease in
expense related to outside services and profedders a $1.0 million decrease in expense relttdelgal noticing; and a $0.8 million
decrease in compensation related expense.
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Results of Operations for the Nine Months ended Ségmber 30, 2009 Compared with the Nine Months endeSeptember 30, 2008
Consolidated Results

Revenue

Total revenue was $184.8 million for the nine maenghded September 30, 2009, an increase of $18idnnor 7%, as compared to the prior
year. A portion of our total revenue consists aftaursement for direct costs we incur, such asguestelated to document managen
services. We reflect the operating revenue fromséhreimbursed direct costs as a separate lineoitemar accompanying Condensed
Consolidated Statements of Income. Operating tevémm reimbursed direct costs was $24.0 milleomjncrease of $3.9 million, or 19%,
from $20.1 million in the period year. Although oggng revenue from reimbursed direct costs magtdiate significantly from quarter to
quarter, these fluctuations have a minimal effecbor income from operations as we realize litl@o@ margin from this revenue.

Operating revenue before reimbursed direct costs$&80.9 million in the nine months ended SepterBeR009, an increase of $8.2
million, or 5%, as compared to the prior year. Tierease consists of a $27.8 million increase énlthnkruptcy segment, partially offset by a
$15.5 million decrease in the settlement admirtistnesegment, and a $4.1 million decrease in teeteinic discovery segment. Changes by
segment are discussed below.

Operating Expense

The direct cost of services, exclusive of deprémisand amortization, was $57.4 million for thesimonths ended September 30, 2009, a
decrease of $5.4 million, or 9%, as compared ta&68llion in the prior year. Contributing to thiecrease was a $5.6 million decrease in
legal noticing costs, and a $5.6 million decreaseutside services, primarily related to tempofailp and mailing in the prior year period.
These decreases were partially offset by an inereB$3.7 million in compensation related expeasg].0 million increase in production
supplies, a $0.7 million increase in software nexance costs, and a $0.5 million increase in eqemprexpense. Changes by segment are
discussed below.

The direct cost of bundled products and servicedusive of depreciation and amortization, was $8illion for the nine months ended
September 30, 2009, compared with $2.8 milliontfier nine months ended September 30, 2008. Chaygeeggment are discussed below.

Reimbursed direct costs increased $3.7 millior, 986, to $23.7 million for the nine months endedt8eyber 30, 2009, compared with $20.0
million during the prior year. This increase ditgcorresponds to the increase in operating regdram reimbursed direct costs. Change
segment are discussed below.

General and administrative costs increased $9lbmilbr 18%, to $60.3 million for the nine montisded September 30, 2009. Contributing
to this increase was a $4.6 million increase in pensation related expense, a $4.2 million incregasbare-based compensation expense for
nonvested share awards granted in February 208®.7amillion increase in expense related to outseices, a $0.7 million increase in
utility expense, a $0.2 million increase in leagpense, and a $0.2 million increase in bad debtresg. These increases were partially offset
by a $0.8 million decrease in travel and entertannexpense and a $0.6 million decrease in prafieakfees. Changes by segment are
discussed below.

Depreciation and software and leasehold amortiaatissts for the nine months ended September 3®, @@6e $13.8 million, an increase of
$2.0 million, or 17%, compared to the prior yedrisTincrease was primarily the result of increaseftivare amortization expense and
increased hardware depreciation related to invagsrie our business segments.

Amortization of identifiable intangible assets the nine months ended September 30, 2009 was $lignra decrease of $1.3 million, or
19%, compared to the prior year. This decreasetiearesult of certain non-compete and customeraonintangible assets that were fully
amortized in the current year; partly offset byirmrease in nowompete amortization resulting from our acquisitidran electronic discove
business in the United Kingdom in the second quaift&008.

Other operating expense of $0.6 million for theenmonths ended September 30, 2009 primarily catsist expense related to potential
acquisitions. For the nine months ended Septenthe2®8, we had other operating income of $1.5anilvhich consisted of a gain of $2.4
million that we recognized related to interest féder options purchased during 2007, partiallyseffby acquisition-related expenses of $0.9
million.
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Interest Expense, Net

We recognized interest expense of $1.1 milliontfiernine months ended September 30, 2009 compatie&$iv3 million for the same period
in the prior year. The $0.2 million decrease irefast expense primarily resulted from a decreakesmfee amortization.

Effective Tax Rate

Our effective tax rate for the nine months endept&uaber 30, 2009 was 44.2% compared with an efectte of 44.6% for the prior year.
The decrease compared to the prior year was pfinratated to recognizing approximately $1.0 mifliof previously unrecognized tax
benefits and $0.2 million of both research creditd benefits related to the domestic productioiviies deduction, partially offset by non-
deductible equity compensation in 2009 for whidoeparable expense did not exist in the prior y8tate taxes and non-deductible equity
compensation were the primary reasons our taxwasehigher than the statutory federal rate of 38%.have significant operations locate:
New York City that are subject to state and loaalrates that are higher than the tax rates agssbgsgther jurisdictions where we oper:

Although our income tax returns for 2006 and later generally subject to exam, it is reasonablgiptesthat we will recognize
approximately $0.7 million of previously unrecogsilztax benefits as a result of anticipated lapséisa statute of limitations within twelve
months of our reporting date. If recognized, tBer$million of tax benefits would affect the effiet tax rate.

Net Income

Our net income was $11.0 million for the nine mentinded September 30, 2009 compared to $9.8 midiotihe prior year, an increase of
$1.2 million, or 13%. Growth in our bankruptcy seamt resulting primarily from an increase in cogterrestructuring retentions, growth in
our settlement administration segment, and thegr@tion of approximately $1.2 million of tax bertsficontributed to the increase in net
income. These increases were offset in part bychngein our electronic discovery segment due tedorevenues related to the current
economic climate and price reductions, and incietagpenses related to expansion of service offeramgl geographic expansion in this
segment; as well as a decline in other operatiognre due to the gain on the interest rate flooioaptrecognized in the prior year for which
there is no related gain in 2009.

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 before reirséd direct costs decreased $4.1 million, or @$40.5 million for the nine months
ended September 30, 2009, compared to $44.6 mitlitime prior year. The change from the prior y&@as primarily related to industry
pricing pressures, the impact of which was an apprate 12% decline in the average price of seryiassvell as a slower pace in the start-up
of litigation matters, both of which can be attttidi to the current economic climate.

Electronic discovery direct and administrative spsicluding reimbursed direct costs, increase8 #llion, or 19%, to $28.1 million for the
nine months ended September 30, 2009, comparedp@&!6 million in the prior year. This increasesvaaue to a $3.0 million increase in
compensation related expense, an $0.8 million as=én building and equipment lease expense ality Btipense, and a $0.7 million
increase in software maintenance costs. The inesdasexpense were primarily related to the expansf service offerings and geographic
expansion, including data center expansion.

Bankruptcy Segment

Bankruptcy operating revenue before reimbursedtctivests for the nine months ended September 3@ @@s $66.8 million, an increase of
$27.8 million, or 71%, compared to $39.0 milliontire prior year. This increase was primarily atttéble to an increase in corporate
restructuring engagements resulting from an iner@a€hapter 11 bankruptcy filings.
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Partially offsetting this increase was a declinbamkruptcy trustee fees, as an increase in avelgesit balances was more than offset by
lower pricing compared to the prior year period.

Bankruptcy direct and administrative costs, inahgdieimbursed direct costs, increased $18.3 mjlbor35%, to $39.8 million for the nine
months ended September 30, 2009, compared to $#llidn in the prior year. The increases in theests were directly related to the
increase in corporate restructuring engagementspéasation related expense increased $5.4 mikbiguense related to outside services
increased $4.7 million, call center services expenereased $1.6 million, legal naotification cosisreased $0.9 million, and production
supplies and building and equipment lease expensedsed $0.4 million. Also contributing to thergese in costs was an increase in
reimbursed direct costs of $5.1 million, which difg corresponds to the increase in operating needrom reimbursed direct costs.

Settlement Administration Segment

Settlement administration operating revenue bafeirabursed direct costs was $53.5 million in thgeninonths ended September 30, 2009, a
decrease of $15.5 million, or 22%, compared toptf@r year. Call center and professional serviesgnue increased $2.2 million compared
to the prior year due to several new engagemehts.ificrease was more than offset by a declinéd illion related to the analog to dig
conversion contract, which was substantially cotggleluring the second quarter of 2009; a $7.3 aniliecrease in legal notification
revenue; and a $0.5 million decrease in legalesathts revenue.

Settlement administration direct and administrativsts, including reimbursed direct costs, forriiree months ended September 30, 2009
were $54.6 million, a decrease of $18.2 million26%6, compared to $72.8 million in the prior yeg@ontributing to the decrease in expense
was a $9.6 million decrease in costs that suppdiednalog to digital conversion contract in thiempyear; a $6.4 million decrease in expe
related to legal noticing; a $1.9 million decreaseeimbursed direct costs, which corresponds ¢éadiécrease in operating revenue from
reimbursed direct costs; a $1.6 million decreasxense related to outside services; and a $0idmdecrease in professional fees expe
Partially offsetting these declines was a $1.6ianilincrease in expense related to temporary help.

Liquidity and Capital Resources
Operating Activities

During the nine months ended September 30, 2003 merating activities provided net cash of $27ilion. Contributing to net cash
provided by operating activities was net incom&bi.0 million and increased non-cash expenses, asidepreciation and amortization and
share-based compensation expense, of $29.3 millivese items were partially offset by a $12.8 willnet use of cash resulting from
changes in operating assets and liabilities. Thstsignificant changes in operating assets anditiab were an $8.7 million decrease in
accounts payable and a $4.8 million increase in@aws receivable. Trade accounts receivable witltflate from period to period depending
on the timing of sales and collections. Accountgaide will fluctuate from period to period deperglion timing of purchases and payments.

Investing Activities

During the nine months ended September 30, 200%sad cash of $9.3 million for the purchase of prgpand equipment, purchased
software licenses, and purchased computer hard&at@ncements to our existing software and theldpseent of new software is essential
to client retention and continued growth, and dyitime nine months ended September 30, 2009, weaaskdof $5.7 million to fund internal
costs related to the development of software fackkechnological feasibility had been establish&@. anticipate that cash generated from
operations will be adequate to fund our anticipgexperty, equipment, and software spending fofdheseeable future.

Financing Activities

During the nine months ended September 30, 200sed cash to pay approximately $3.5 million fguitz lease payments, $1.5 million

a deferred acquisition payment, and $1.8 millioatquire treasury stock related to shares useatitfystax withholdings upon the vesting of
restricted stock awards. These financing usesgif weere partially offset by $2.7 million of net pe@ds from stock issued in connection with
the exercise of employee stock options. We alsogized a portion of the tax benefit related todRkercise of stock options as a financing
source of cash.
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As of September 30, 2009, our borrowings consisfe®b1.1 million (including the fair value of thenbedded option) from the contingent
convertible subordinated notes, which bears intere4% per annum based on the $49.9 million pp@lchmount outstanding, and
approximately $4.0 million of obligations relatexdapital leases and deferred acquisition pricengaygs. During 2007, the term of our
contingent convertible subordinated notes was ebageério June 2010. The notes will require the 6ig8.9 million of cash at the extended
maturity date if the note holders do not convegtridgimainder of the notes into shares of our comshack. If the remainder of the notes are
not converted prior to maturity, we will use a canation of cash on hand and our revolving creditlity to fund the payment of these notes.
The holders of the contingent convertible suborgidanotes have the right to convert at a priceppfaximately $11.67 per share. For any of
the notes that are converted into shares of ounammstock prior to their scheduled maturity, thieeré will be no cash requirements
associated with those converted notes, other timnegular payment of interest earned prior tactireversion date. One holder of the notes
converted a nominal principal amount of the notgs shares of common stock in July 2009.

As of September 30, 2009 we did not have any bamgsvoutstanding under our $100.0 million senimoteing loan. During the term of the
credit facility, we have the right, subject to cdiapce with our covenants, to increase the semieolving loan to $175.0 million. Interest on
the credit facility is generally based on a spreed to exceed 325 basis points over the LIBOR rate of September 30, 2009, significant
financial covenants, all as defined within our dréakility agreement, include a leverage ratio twoexceed 3.00 to 1.00, a fixed charge
coverage ratio of not less than 1.25 to 1.00, acurent ratio of not less than 1.50 to 1.00. ASeptember 30, 2009, we were in compliance
with all financial covenants.

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

We believe that funds generated from operationss pur existing cash resources and amounts availedoler our credit facility, will be
sufficient over the next 12 months, and for thee$eeable future thereafter, to finance currentliciated working capital requirements,
internal software development expenditures, prgpeduipment and third party software expenditudeserred acquisition price agreements
and capital leases, interest payments due on dstamding borrowings, payments on any of the cdiblernotes that are not converted prior
to maturity, and payments for other contractuaigattions.

Off-balance Sheet Arrangements

We generally do not utilize off-balance sheet ageanents in our operations; however, we enter iparating leases in the normal course of
business. Our operating lease obligations ardodisd in Note 6 of the Notes to Consolidated Fir@rtatements contained in our Annual
Report on Form 10-K for the year ended DecembeRGQ8.

Critical Accounting Policies

In our Annual Report on Form 10-K for the year eh@e=cember 31, 2008, we disclose accounting pslicaferred to as critical accounting
policies, that require management to use signifigadgment or that require significant estimat®danagement regularly reviews the selec
and application of our critical accounting policiehere have been no updates to the critical atoaypolicies contained in our Annual
Report on Form 10-K for the year ended DecembeRGQ8.

Recently Adopted Accounting Pronouncements

In December 2007 new guidance was issued for tegration and measurement of assets, liabilitiebequity in business combinations.
This guidance is found in ASC Topic 8@ysiness CombinatiorfsASC 805"), and were effective for us as of Jayuhr2009. Due to these
new guidelines, we now expense, as incurred, aitigniselated costs for potential and completedussitions. Acquisition-related costs
expensed in the first nine months of 2009 were @pprately $0.6 million. These costs are includetiOither operating expense (income)” in
our Condensed Consolidated Statements of Incoms.glidance also requires the recognition of chamgean acquirer’s income tax
valuation allowance on deferred taxes and
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acquired tax contingencies associated with aciuisitthat closed prior to the effective date ofdgh@lance to apply the new provisions. This
new guidance will primarily apply to all future agsjtions.

In December 2007 new guidance was issued that eldathg way in which noncontrolling interests in sidiaries are measured and classified
on the balance sheet. These provisions are caedt&nASC Topic 810Consolidationg“ASC 810") and were effective for us as of Janual
2009. The adoption of these new guidelines haadnpact on our consolidated financial position outessof operations.

In February 2008, new guidance was issued thayeelthe effective date of certain fair value guitiafor nonfinancial assets and
nonfinancial liabilities contained in ASC Topic §Fair Value Measurements and Disclosu(&sSC 8207), except for items that are
recognized or disclosed at fair value in the finahstatements on a recurring basis. The adoptidhi® guidance, which was effective as of
January 1, 2009, did not have a material impaauwrfinancial position, results of operations, asle flows.

In March 2008 new guidance was issued that chatigedisclosure requirements for derivative instrote@nd hedging activities. This
guidance can be found in ASC Topic 8Derivatives and HedginASC 815”") and was effective for us as of Janukr009. The adoption
of these new guidelines had no impact on our cadfest@ld financial position or results of operatioRssclosures required by this guidance are
included in Note 3.

In April 2008 new guidance was issued on deterngiive useful life of a recognized intangible assaese provisions, the detail of which
can be found in ASC Topic 35htangibles — Goodwill and Oth¢fASC 350”) and ASC Topic 27Risks and UncertaintigSASC 275"),
were effective for us as of January 1, 2009, amtrfteimpact on our consolidated financial positiomesults of operations as we did not
renew or extend the useful lives of any of ourrigible assets.

In June 2008 new guidance was issued that clatifiadshare-based payment awards that entitle hioéders to receive non-forfeitable
dividends or dividend equivalents before vestinguith be considered participating securities, amggires them to be included in the
computation of earnings per share pursuant towwbectass method. This guidance is contained in AB@ic 260,Earnings per Sharé¢ASC
260") and was effective for us as of January 1, 920@th the requirement that all prior period inceper share data presented to be adjusted
retroactively. We have determined that nonvestedeshwards that were granted in the first quarft@069 are participating securities as
defined by this guidance because they have equivetenmon stock dividend rights. Accordingly, we/b included these shares in our basic
and diluted share calculations as appropriate.reTiseno prior period impact of this guidance as¢hwere no participating securities
outstanding prior to the first quarter of 2009. &listof the income per share calculation are deedrin Note 4.

In June 2008 the Financial Accounting Standards@@&ASB”) ratified the consensus reached by theeEging Issues Task Force (“EITF”)
on three issues discussed at its June 12, 2008mmeetrtaining to how an entity should evaluate tibean equitylinked financial instrumet
(or embedded feature) is indexed to its own stoaityuding evaluating the instrumesttontingent exercise and settlement provisions; the
currency in which the strike price of an equitykld financial instrument (or embedded featureeisaininated affects the determination of
whether the instrument is indexed to an entity’si@tock; and how the issuer should account for etaiksed employee stock option
valuation. This guidance can be found in ASC 81, did not have an impact on our consolidated firarposition.

In April 2009 new guidance was issued that addckapelication issues raised by preparers, audiémd, members of the legal profession on
initial recognition and measurement, subsequensuoreaent and accounting, and disclosure of asedtBadilities arising from
contingencies in a business combination. This guidacan be found in ASC 805 and will be effectimeus for any business combinations
completed on or after January 1, 2009.

In April 2009 new guidance was issued that requitiedlosure about the fair value of financial instents in interim as well as in annual
financial statements. These standards were eftefiivperiods ending after June 15, 2009 and cdol® in ASC Topic 825;inancial
Instruments(“ASC 825"). The disclosures required by this guide are included in Note 8.

In May 2009 new guidance was issued that estalilighaeral standards of accounting for and discéoetievents that occur after the balance
sheet date but before financial statements aredssuare available to be issued. This guidanceinesithe disclosure of the date through
which an entity has evaluated subsequent eventtharizhsis for that date. This guidance was
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effective for reporting periods ending after JuBe 2009 and can be found in ASC Topic 856hsequent EvenfsASC 855"). The
disclosures required by this guidance are includediote 1.

In June 2009 new guidance was issued that ideshtifie sources of accounting principles and the éwaark for selecting the principles used
in the preparation of financial statements of narggomental entities that are presented in confgrmith generally accepted accounting
principles in the United States, commonly referi@ds the Accounting Standards Codification. Thiglgnce was effective for periods end
after September 15, 2009, and the appropriateenefess to accounting guidance have been incorparatethis Form 10-Q.

Recently | ssued Accounting Pronouncements

In October 2009, the FASB issued Accounting Statslalpdate (“ASU”) 2009-13Wiultiple-Deliverable Revenue Arrangeme(itaSU 2009-
13") and ASU 2009-14Certain Arrangements That Include Software Elem@atSU 2009-14"), both of which amend ASC 605. AS003-

13 requires entities to allocate revenue in amaeeent using estimated selling prices of the dedig goods and services based on a selling
price hierarchy. The amendments eliminate the vasichethod of revenue allocation and require regdnibe allocated using the relative
selling price method. ASU 2009-14 removes tangistelucts from the scope of software revenue guiglame provides guidance on
determining whether software deliverables in aarsgement that includes a tangible product are eoviey the scope of the software revenue
guidance. ASU 2009-13 and ASU 2009-14 should Ipdiegbon a prospective basis for revenue arrang&syaiered into or materially
modified in fiscal years beginning on or after Jde 2010, with early adoption permitted. We argently evaluating both the timing and 1
impact of the pending adoption of these standandsun consolidated financial statements.

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 stataments that are not historical in nature. s€tferward-looking statements are based on
our current expectations. In this Quarterly ReporfForm 10-Q, we make statements that plan fantcipate the future. Many of these
statements are found in the “Management’s Discassiml Analysis of Financial Condition and Resuft®perations” section of this report.
Forward-looking statements may be identified bydsaor phrases such as “believe,” “expect,” “antitgy” “should,” “planned,” “may,”
“estimated,” “goal,” “objective” and “potential.'Section 27A of the Securities Act of 1933, as aneelndnd 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 avamety of factors that could cause actual resati 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 matergalges in our client’s deposit portfolio
or the services required or selected by our cliEnegagements, (3) material changes in the nuofideainkruptcy filings, class action filings
or mass tort actions each year, (4) risks assatiaith handling of confidential data and compliamdéh information privacy laws,

(5) changes in or the effects of pricing structuaed arrangements, (6) risks associated with tiegiation of acquisitions into our existing
business operations, (7) risks associated withra@btedness, (8) risks associated with foreigneniry fluctuations, (9) risks associated with
developing and providing software and internet-dasehnology solutions to our clients, and (10kotfisks detailed from time to time in our
SEC filings, including our annual report on FormKL.0In addition, there may be other factors notuded in our SEC filings that may cause
actual results to differ materially from any forwldooking statements. We undertake no obligationpgdate publicly or revise any forward-
looking statements contained herein to reflectriutevents or developments.
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ltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk

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

Interest on our senior revolving credit facilitygenerally based on a spread, not to exceed 325 faiats over the LIBOR rate. There were
no amounts due under our senior revolving creditifa as of September 30, 2009; therefore, we hadnarket risk exposure.

We have limited operations outside of the Uniteat&, therefore, a portion of our revenues andresgseare incurred in a currency other than
U.S. dollars. We do not utilize hedge instrumeatsianage the exposures associated with flucatirency exchange rates. The
company’s operating results are exposed to changeshange rates between the U.S. dollar anduthetibnal 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

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 Akt 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 pvtfthitime periods specified in the SEC’s rules fanohs. Disclosure controls and
procedures include, without limitation, controlgigsrocedures designed to ensure that informatiguired 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.

There have been no changes in our internal cortkas financial reporting during the quarter coeby this report that have materially
affected, or are reasonably likely to materiallfeef, our internal controls over financial repogtin
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PART Il - OTHER INFORMATION.
ltem 1. Legal Proceedings

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

The plaintiff complaint asserts, among other thjrigat the company backdated certain stock opfiams July 1997 through January 2006,
and that the individual defendants either partigdan the backdating or permitted it to occur |aiimns of generally accepted accounting
principles as a result of the alleged backdatingptions, related claims of false and 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, specifiegngfes in our corporate governance
policies, punitive damages and rescission of tlegatlly backdated options.

In October 2008, the company and the individuaéddéants filed a motion to dismiss the plaintiffaplaint on a variety of grounds. The
Court entered a Memorandum and Order on June 3, @8 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 fle answer denying the plaintiff's claims. Discgvia this action has begun and is
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.

Iltem 1A . Risk Factors

There have been no material changes in our Ristofsatom those disclosed in our Annual Report om#10-K for the year ended
December 31, 2008.
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The following table presents the total number @freb purchased during the quarter ended Septe@p2039, the average price paid per
share, the number of shares that were purchaseaitasf a publicly announced repurchase prograrm tl@ maximum number (or
approximate dollar value) of shares that may ygiurehased under a share repurchase program. Tifgaoy has never had a share
repurchase program in place. The activity incluittetthis table represents shares repurchased siysttk withholding obligations upon the
vesting of restricted stock awards.

Maximum Number (or

Total Number of Approximate Dollar
Shares Purchased as Value) of Shares that
Part of Publicly May Yet Be Purchased
Total Number of Average Price Paid per Announced Plans or Under the Plans or
Period Shares Purchased (1) Share Programs Programs

July 1 through July 31, 20( — — — —
August 1 through August 31, 20 117,32 $ 15.1¢ — —
September 1 through September 30, 2 — — — —
Total Activity for the Quarter Ended

September 30, 20( 117,328 $ 15.1¢ — —

Item 6 . Exhibits
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 pursu&ddtion 302 of the
Sarbane-Oxley Act of 2002

32.1 Certifications of CEO and CFO pursuant to 18 U.S&é€ction 135C
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SIGNATURES

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

Epig Systems, Inc.

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

Date: October 29, 2009 I/s/ Elizabeth M. Brahar
Elizabeth M. Brahan
Executive Vice President, Chief Financial Offit
(Principal Financial & Accounting Office
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Exhibit 12.1

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

Nine months
ended
September 30,
2009 2008 2007 2006 2005 2004
Earnings
Net income (loss $ 11,03: $ 13,83t $ 6,92¢ $ 35,131 $ (3,847 $ (7,290
Income tax expense (bene! 8,72 10,501 4,06¢ 22,83¢ (2,400 (4,319
Fixed charge 2,472 3,50¢ 13,88: 15,34¢ 7,67¢ 7,17¢
Earnings (loss) available for fixed
charges 22,23: 27,84¢ 24,87 73,31¢ 1,43¢ (4,427)
Fixed Charges
Interest expense 84z 1,331 10,98( 12,02 5,66: 4,22:
Amortization of deferred loan charg 23t 42€ 99: 1,44t 1,14 2,12(
Estimated interest expense in lee 1,39¢ 1,74¢ 1,90¢ 1,881 867 83¢
Total fixed charge $ 247 % 3,50t $ 13,88. $ 15,34¢ $ 7,67¢ $ 7,17¢
Ratio of Earnings to Fixed Charges 9.C 7.8 1.8 4.8 0.2 nie

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

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

For the year ended December 31, 2004, we hadlddsta Accordingly, our earnings to fixed chargato 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.

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

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

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

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

(a) designed such disclosure controls and praesdor caused such disclosure controls and proesdo be 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 finanogorting, or caused such internal control oveariicial reporting to be designed under

our supervision, to provide reasonable assurarmgading the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the regisiatisclosure controls and procedures and presémtinis quarterly 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 thésteant’s internal control over financial reportititgat occurred 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 direct@spersons performing the equivalent

functions):

(a) all significant deficiencies and material weaknsssghe design or operation of internal contradrofinancial 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.

Date: October 29, 2009

/s/ Tom W. Olofsor

Tom W. Olofsor
Chairman of the Boar
Chief Executive Office




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

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

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

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

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

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

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

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of 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: October 29, 2009

/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: October 29, 2009

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: October 29, 2009




