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UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  
WASHINGTON, D. C. 20549  

   

FORM 10-Q  
   

   
For the quarterly period ended June 30, 2010  

   
or  
   

   
For the transition period from                      to                      

   
Commission File Number 0-22081  

   

   

EPIQ SYSTEMS, INC.  
(Exact name of registrant as specified in its charter)  

   

   
913-621-9500  

(Registrant’s telephone number)  
   

None  
(Former name, former address and former fiscal year, if changed since last report)  

   
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange 

Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been 
subject to such filing requirements for the past 90 days.  Yes    No �  
   

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive 
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 
months (or for such shorter period that the registrant was required to submit and post such files).  Yes �   No �  
   

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting 
company.   See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange 
Act.  
   

   
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).  Yes �   No   

   
Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.  

(Mark One)  
   

   

        
     

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

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

Missouri  
   48-1056429  

(State or other jurisdiction of  
incorporation or organization)  

   
(I.R.S. Employer  

Identification No.)  
         

501 Kansas Avenue, Kansas City, Kansas  
   66105-1300  

(Address of principal executive offices)  
   (Zip Code)  

Large accelerated filer   �  
   Accelerated filer     

         
Non-accelerated filer �  

   Smaller reporting company   �  
(Do not check if a smaller reporting company)  

   
   



   

   
   

   

 

Class  
   Outstanding at July 23, 2010  

Common Stock, $0.01 par value per share  
   38,164,186 shares 
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PART I - FINANCIAL INFORMATION  
   

Item 1.  Financial Statements  
   

EPIQ SYSTEMS, INC.  
CONDENSED CONSOLIDATED STATEMENTS OF INCOME  

(UNAUDITED)  
(in thousands, except per share data)  

   

   
See accompanying Notes to Condensed Consolidated Financial Statements.  
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Three Months Ended  

June 30,  
   

Six Months Ended  
June 30,  

   
      2010  

   2009  
   2010  

   2009  
   

REVENUE:  
                       

Case management services  
   $ 39,137 

   $ 35,812 
   $ 74,048 

   $ 70,346 
   

Case management bundled products and services  
   4,779 

   3,476 
   9,586 

   6,803 
   

Document management services  
   12,123 

   17,851 
   21,516 

   32,603 
   

Operating revenue before reimbursed direct costs  
   56,039 

   57,139 
   105,150 

   109,752 
   

Operating revenue from reimbursed direct costs  
   9,894 

   9,051 
   16,154 

   17,266 
   

Total Revenue  
   65,933 

   66,190 
   121,304 

   127,018 
   

                          
OPERATING EXPENSE:  

                       
Direct cost of services (exclusive of depreciation and 

amortization shown separately below)  
   16,448 

   19,723 
   31,752 

   39,393 
   

Direct cost of bundled products and services (exclusive of 
depreciation and amortization shown separately below)  

   928 
   855 

   1,838 
   1,710 

   
Reimbursed direct costs  

   9,629 
   9,035 

   15,833 
   17,082 

   
General and administrative  

   23,900 
   23,844 

   44,113 
   42,151 

   
Depreciation and software and leasehold amortization  

   5,246 
   4,552 

   10,447 
   9,066 

   
Amortization of identifiable intangible assets  

   1,696 
   1,818 

   3,516 
   3,754 

   
Other operating expense  

   25 
   13 

   69 
   484 

   
Total Operating Expense  

   57,872 
   59,840 

   107,568 
   113,640 

   
                          
INCOME FROM OPERATIONS  

   8,061 
   6,350 

   13,736 
   13,378 

   
                          
INTEREST EXPENSE (INCOME):  

                       
Interest expense  

   328 
   365 

   724 
   738 

   
Interest income  

   (13 )  (16 )  (22 )  (51 ) 
Net Interest Expense  

   315 
   349 

   702 
   687 

   
                          
INCOME BEFORE INCOME TAXES  

   7,746 
   6,001 

   13,034 
   12,691 

   
                          
PROVISION FOR INCOME TAXES  

   3,831 
   3,115 

   6,784 
   6,527 

   
                          
NET INCOME  

   $ 3,915 
   $ 2,886 

   $ 6,250 
   $ 6,164 

   
                          
NET INCOME PER SHARE INFORMATION:  

                       
Basic  

   $ 0.11 
   $ 0.08 

   $ 0.17 
   $ 0.17 

   
Diluted  

   $ 0.10 
   $ 0.08 

   $ 0.16 
   $ 0.16 

   
WEIGHTED AVERAGE COMMON SHARES 

OUTSTANDING:  
                       

Basic  
   36,688 

   35,776 
   36,438 

   35,731 
   

Diluted  
   41,105 

   41,854 
   41,339 

   41,895 
   

                          
Cash dividends declared per common share  

   $ 0.035 
   —

   $ 0.035 
   —
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EPIQ SYSTEMS, INC.  
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)  

(in thousands, except share data)  
   

   
See accompanying Notes to Condensed Consolidated Financial Statements.  
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      June 30, 2010  
   December 31, 2009  

   
                

ASSETS  
             

CURRENT ASSETS:  
             

Cash and cash equivalents  
   $ 28,962 

   $ 48,986 
   

Trade accounts receivable, less allowance for doubtful accounts of $3,518 and $2,928, 
respectively  

   55,611 
   43,471 

   
Prepaid expenses  

   4,788 
   4,867 

   
Other current assets  

   6,935 
   2,341 

   
Total Current Assets  

   96,296 
   99,665 

   
                
LONG-TERM ASSETS:  

             
Property and equipment, net  

   40,703 
   40,005 

   
Internally developed software costs, net  

   15,553 
   13,732 

   
Goodwill  

   263,999 
   264,239 

   
Other intangibles, net of accumulated amortization of $52,628 and $49,188, respectively  

   15,988 
   19,524 

   
Other  

   2,464 
   776 

   
Total Long-term Assets, net  

   338,707 
   338,276 

   
Total Assets  

   $ 435,003 
   $ 437,941 

   
                

LIABILITIES AND STOCKHOLDERS ’  EQUITY  
             

CURRENT LIABILITIES:  
             

Accounts payable  
   $ 12,481 

   $ 8,260 
   

Accrued compensation  
   6,404 

   4,429 
   

Deposits  
   4,584 

   2,996 
   

Deferred revenue  
   1,090 

   760 
   

Accrued income taxes  
   6,023 

   314 
   

Other accrued liabilities  
   8,959 

   3,824 
   

Current maturities of long-term obligations  
   1,793 

   54,144 
   

Total Current Liabilities  
   41,334 

   74,727 
   

                
LONG-TERM LIABILITIES:  

             
Deferred income taxes  

   22,505 
   22,261 

   
Other long-term liabilities  

   6,150 
   9,901 

   
Long-term obligations (excluding current maturities)  

   4,095 
   4,654 

   
Total Long-term Liabilities  

   32,750 
   36,816 

   
                
COMMITMENTS AND CONTINGENCIES  

             
STOCKHOLDERS’  EQUITY:  

             
Preferred stock - $1 par value; 2,000,000 shares authorized; none issued and outstanding  

   —
   —

   
Common stock - $0.01 par value; 100,000,000 shares authorized; issued and outstanding — 

39,060,381 and 36,237,562 shares  
   391 

   362 
   

Additional paid-in capital  
   279,740 

   248,937 
   

Accumulated other comprehensive loss  
   (2,234 )  (1,815 )  

Retained earnings  
   84,677 

   79,772 
   

Treasury stock, at cost — 125,440 and 56,473 shares  
   (1,655 )  (858 )  

Total Stockholders’  Equity  
   360,919 

   326,398 
   

Total Liabilities and Stockholders’  Equity  
   $ 435,003 

   $ 437,941 
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EPIQ SYSTEMS, INC.  
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOC KHOLDERS’ EQUITY  

AND COMPREHENSIVE INCOME (UNAUDITED)  
(in thousands)  

   

   

(1)   AOCI — Accumulated Other Comprehensive Income (Loss)  
   

   

(1)   AOCI — Accumulated Other Comprehensive Income (Loss)  
   
See accompanying Notes to Condensed Consolidated Financial Statements.  
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Common  

Stock  
   

Treasury  
Stock  

   
Common  

Stock  
   

Additional  
Paid-In  
Capital  

   
Retained  
Earnings  

   
Treasury  

Stock  
   AOCI (1)  

   Total  
   

Balance at December 31, 2009  
   36,238 

   (56 )  $  362 
   $  248,937 

   $  79,772 
   $  (858 )  $  (1,815 )  $  326,398 

   
Comprehensive income:  

                                           
Net income  

             —
   —

   6,250 
   —

   —
   6,250 

   
Foreign currency translation 

adjustment  
             —

   —
   —

   —
   (419 )  (419 )  

Total comprehensive income  
             —

   —
   6,250 

   —
   (419 )  5,831 

   
Tax benefit from share-based 

compensation  
   —

   —
   —

   21 
   —

   —
   —

   21 
   

Common stock issued under 
share-based compensation 
plans  

   494 
   56 

   5 
   (189 )  —

   858 
   —

   674 
   

Share repurchases (Note 9)  
   —

   (125 )  —
   —

        (1,655 )  —
   (1,655 )  

Dividends declared (Note 9)  
             —

   —
   (1,345 )  —

   —
   (1,345 )  

Conversion of convertible notes 
   2,328 

   —
   24 

   27,144 
        —

   —
   27,168 

   
Share-based compensation  

   —
   —

   —
   3,827 

   —
   —

   —
   3,827 

   
Balance at June 30, 2010  

   39,060 
   (125 )  $  391 

   $  279,740 
   $  84,677 

   $  (1,655 )  $  (2,234 )  $  360,919 
   

      
Common  

Stock  
   

Treasury  
Stock  

   
Common  

Stock  
   

Additional  
Paid-In  
Capital  

   
Retained  
Earnings  

   
Treasury  

Stock  
   AOCI (1)  

   Total  
   

Balance at December 31, 2008  
   35,658 

   —
   $  357 

   $  237,644 
   $  65,177 

   $  —
   $  (2,683 )  $  300,495 

   
Comprehensive income:  

                                           
Net income  

             —
   —

   6,164 
   —

   —
   6,164 

   
Foreign currency translation 

adjustment  
             —

   —
   —

   —
   1,121 

   1,121 
   

Total comprehensive income  
             —

   —
   6,164 

   —
   1,121 

   7,285 
   

Tax benefit from share-based 
compensation  

   —
   —

   —
   457 

   —
   —

   —
   457 

   
Common stock issued under 

share-based compensation 
plans  

   490 
   —

   4 
   1,557 

   —
   —

   —
   1,561 

   
Share-based compensation  

   —
   —

   —
   4,256 

   —
   —

   —
   4,256 

   
Balance at June 30, 2009  

   36,148 
   —

   $  361 
   $  243,914 

   $  71,341 
   $  —

   $  (1,562 )  $  314,054 
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EPIQ SYSTEMS, INC.  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)  

(In thousands)  
   

   
See accompanying Notes to Condensed Consolidated Financial Statements.  
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      Six Months Ended June 30,  
   

      2010  
   2009  

   
CASH FLOWS FROM OPERATING ACTIVITIES:  

             
Net income  

   $ 6,250 
   $ 6,164 

   
Adjustments to reconcile net income to net cash provided by operating activities:  

             
(Benefit) expense for deferred income taxes  

   (4,055 )  510 
   

Depreciation and software amortization  
   10,447 

   9,066 
   

Amortization of intangible assets  
   3,516 

   3,754 
   

Benefit related to embedded option  
   (738 )  (805 )  

Share-based compensation expense  
   3,827 

   4,256 
   

Provision for bad debts  
   977 

   931 
   

Other, net  
   122 

   102 
   

Changes in operating assets and liabilities:  
             

Trade accounts receivable  
   (13,285 )  (6,296 )  

Prepaid expenses and other assets  
   (679 )  (186 )  

Accounts payable and other liabilities  
   9,650 

   3,867 
   

Excess tax benefit related to share-based compensation  
   —

   (304 )  
Other  

   244 
   (69 )  

Net cash provided by operating activities  
   16,276 

   20,990 
   

                
CASH FLOWS FROM INVESTING ACTIVITIES:  

             
Purchase of property and equipment  

   (5,479 )  (6,508 )  
Internally developed software costs  

   (4,366 )  (3,842 )  
Other investing activities, net  

   7 
   57 

   
Net cash used in investing activities  

   (9,838 )  (10,293 )  
                
CASH FLOWS FROM FINANCING ACTIVITIES:  

             
Payments under long-term obligations  

   (25,747 )  (3,319 )  
Excess tax benefit related to share-based compensation  

   —
   304 

   
Debt issuance costs  

   (1,405 )  —
   

Proceeds from issuance of common stock under share-based compensation plans  
   674 

   1,561 
   

Net cash used in financing activities  
   (26,478 )  (1,454 )  

                
Effect of exchange rate changes on cash  

   16 
   (34 )  

                
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT S  

   (20,024 )  9,209 
   

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR  
   48,986 

   19,006 
   

CASH AND CASH EQUIVALENTS, END OF PERIOD  
   $ 28,962 

   $ 28,215 
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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 Financial Statements have been prepared in accordance with accounting principles generally 
accepted in the United States of America, and with the rules and regulations for reporting on Form 10-Q for interim financial statements. 
Accordingly, the financial statements do not include certain disclosures required for comprehensive annual financial statements.  
   
The unaudited financial information reflects all adjustments, which are, in the opinion of management, necessary to present fairly our results of 
operations, financial position, and cash flows for the periods presented. The adjustments consist solely of normal recurring adjustments. These 
Condensed Consolidated Financial Statements should be read in conjunction with the Consolidated Financial Statements and related Notes 
included in the Epiq Systems, Inc. (“Epiq,” “we,” “us,” or “our”) Annual Report on Form 10-K for the year ended December 31, 2009, filed 
with the Securities and Exchange Commission on March 1, 2010.  
   
In preparing these financial statements, we have evaluated events and transactions for potential recognition or disclosure through the date the 
financial statements were issued.  
   
The results of operations for any quarter or a partial fiscal year period are not necessarily indicative of the results to be expected for other 
periods or the entire year.  
   
Principles of Consolidation  
   
The Condensed Consolidated Financial Statements include the accounts of Epiq and its wholly-owned subsidiaries. Intercompany transactions 
and balances have been eliminated in consolidation.  
   
Nature of Operations  
   
We are a provider of integrated technology solutions for the legal profession.  Our solutions streamline the administration of bankruptcy, 
litigation, financial transactions and regulatory compliance matters.  We offer innovative technology solutions for eDiscovery, document 
review, legal notification, claims administration and controlled disbursement of funds.  Our clients include law firms, corporate legal 
departments, bankruptcy trustees, government agencies and other professional advisors who require innovative technology, responsive service 
and deep subject-matter expertise.  
   
Revenue Recognition  
   
We have agreements with clients pursuant to which we deliver various services each month.  
   
Following is a description of significant sources of revenue:  
   

•                   Fees contingent upon the month-to-month delivery of case management services defined by client contracts, such as claims 
processing, claims reconciliation, professional services, call center support, disbursement services, project management, collections 
and forensic services, document review services, and conversion of data into an organized, searchable electronic database. The amount 
we earn varies based primarily on the size and complexity of the engagement.  

   
•                   Hosting fees based on the amount of data stored.  
   
•                   Deposit-based fees, earned primarily based on a percentage of Chapter 7 total liquidated assets placed on deposit with a designated 

financial institution by our trustee clients, to whom we provide, at no charge, software licenses, limited hardware and hardware 
maintenance, and postcontract customer support services. The fees we earn are based  
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on total liquidated assets placed on deposit by our trustee clients and may vary based on fluctuations in short-term interest rates.  
   

•                   Legal noticing services to parties of interest in bankruptcy and class action matters, including direct notification, media campaign, and 
advertising management in which we coordinate notification through various media outlets, such as print, radio and television, to 
potential parties of interest for a particular client engagement.  

   
•                   Reimbursement for costs incurred, primarily related to postage on mailing services.  
   

Non-Software Arrangements  
   
Services related to eDiscovery and settlement administration are billed based on volume. For these contractual arrangements, we have 
identified each deliverable service element.  Based on our evaluation of each element, we have determined that each element delivered has 
standalone value to our customers because we or other vendors sell such services separately from any other services/deliverables.  We have 
also obtained objective and reliable evidence of the fair value of each element based either on the price we charge when we sell an element on a 
standalone basis or based on third-party evidence of fair value of such similar services.  Lastly, our arrangements do not include general rights 
of return.  Accordingly, each of the service elements in our multiple element case and document management arrangements qualifies as a 
separate unit of accounting. We allocate revenue to the various units of accounting in our arrangements based on the fair value of each unit of 
accounting, which is generally consistent with the stated prices in our arrangements. As we have evidence of an arrangement, revenue for each 
separate unit of accounting is recognized each period.  Revenue is recognized as the services are rendered, our fee becomes fixed and 
determinable, and collectability is reasonably assured.  Payments received in advance of satisfaction of the related revenue recognition criteria 
are recognized as a customer deposit until all revenue recognition criteria have been satisfied.  
   
Software Arrangements  
   
For our Chapter 7 bankruptcy trustee arrangements, we provide our trustee clients with a software license, hardware lease, hardware 
maintenance, and postcontract customer support services, all at no charge to the trustee.  The trustees place their liquidated estate deposits with 
a financial institution with which we have an arrangement.  We earn contingent monthly fees from the financial institutions based on the dollar 
level of average monthly deposits held by the trustees with that financial institution related to the software license, hardware lease, hardware 
maintenance, and postcontract customer support services. Since we have not established vendor specific objective evidence (“VSOE”) of the 
fair value of the software license, we do not recognize any revenue on delivery of the software.  The software element is deferred and included 
with the remaining undelivered elements, which are postcontract customer support services.  This revenue, when recognized, is included as a 
component of “Case management services revenue”.  Revenue related to postcontract customer support is entirely contingent on the placement 
of liquidated estate deposits by the trustee with the financial institution.  Accordingly, we recognize this contingent usage based revenue as the 
fee becomes fixed or determinable at the time actual usage occurs and collectibility is probable.  This occurs monthly as a result of the 
computation, billing and collection of monthly deposit fees contractually agreed to. At that time, we have also satisfied the other applicable 
revenue recognition criteria since we have persuasive evidence that an arrangement exists, services have been rendered, the price is fixed and 
determinable, and collectability is reasonably assured.  
   
We also provide our trustee clients with certain hardware, such as desktop computers, monitors, and printers; and hardware maintenance.  We 
retain ownership of all hardware provided and we account for this hardware as a lease.  As the hardware maintenance arrangement is an 
executory contract similar to an operating lease, we use guidance related to contingent rentals in operating lease arrangements for hardware 
maintenance as well as for the hardware lease.  Since the payments under all of our arrangements are contingent upon the level of trustee 
deposits and the delivery of upgrades and other services, and there remain important uncertainties regarding the amount of unreimbursable 
costs yet to be incurred by us, we account for the hardware lease as an operating lease.  Therefore, all lease payments, based on the estimated 
fair value of hardware provided, were accounted for as contingent rentals; which requires that we recognize rental income when the changes in 
the factor on which the contingent lease payment is based actually occur.  This occurs at the end of each period as we achieve our target when 
deposits are held at the financial institution as, at that time, evidence of an arrangement exists, delivery has occurred, the amount has become 
fixed and determinable, and collection is reasonably assured.  This revenue, which is less than ten percent of our total revenue for the three and 
six months ended June 30, 2010 and 2009, is included in the Condensed Consolidated Statements of Income as a component of “Case 
management services” revenue.  
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Reimbursements  
   
We have revenue related to the reimbursement of certain costs, primarily postage. Reimbursed postage and other reimbursable direct costs are 
recorded gross in the Condensed Consolidated Statements of Income as “Operating revenue from reimbursed direct costs” and as “Reimbursed 
direct costs”, respectively.  
   
Recently Adopted Accounting Pronouncements  
   
In January 2010, the FASB issued updated guidance that requires entities to disclose separately the amounts of significant transfers in and out 
of Level 1 and Level 2 fair value measurements and describe the reasons for the transfers. In addition, the update requires entities to present 
separately information about purchases, sales, issuances, and settlements in the reconciliation for fair value measurements using significant 
unobservable inputs (Level 3). The disclosures related to Level 1 and Level 2 fair value measurements are effective for us in 2010. The update 
required new disclosures only, and had no impact on our consolidated financial position, results of operations, or cash flows as we have not had 
any transfers out of Level 1. The disclosures related to Level 3 fair value measurements are effective for us in 2011. This update also only 
requires new disclosures, and will have no impact on our consolidated financial position, results of operations, or cash flows.  
   
Recently Issued Accounting Pronouncements Not Yet Adopted  
   
In October 2009, the FASB issued new standards for revenue recognition with multiple deliverables. These new standards require entities to 
allocate revenue in an arrangement using estimated selling prices of the delivered goods and services based on a selling price hierarchy. The 
amendments eliminate the residual method of revenue allocation and require revenue to be allocated using the relative selling price method. 
These new standards are effective for us beginning in the first quarter of fiscal year 2011, however early adoption is permitted. We are 
currently evaluating the impact of the pending adoption of these standards on our consolidated financial statements.  
   
In October 2009, the FASB issued new standards for the accounting for certain revenue arrangements that include software elements. These 
new standards amend the scope of pre-existing software revenue guidance by removing from the guidance non-software components of 
tangible products and certain software components of tangible products.  These new standards are effective for us beginning in the first quarter 
of fiscal year 2011, however early adoption is permitted. We are currently evaluating the impact of the pending adoption of these standards on 
our consolidated financial statements.  
   
NOTE 2:   GOODWILL AND INTANGIBLE ASSETS  

   
The change in the carrying amount of goodwill for the first six months of 2010 was as follows (in thousands):  
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      eDiscovery  
   Bankruptcy  

   
Settlement  

Administration  
   Total  

   
Balance as of December 31, 2009  

   $ 79,954 
   $ 151,438 

   $ 32,847 
   $ 264,239 

   
Foreign currency translation  

   (240 )  —
   —

   (240 ) 

Balance as of June 30, 2010  
   $ 79,714 

   $ 151,438 
   $ 32,847 

   $ 263,999 
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Amortizing identifiable intangible assets as of June 30, 2010 and December 31, 2009 consisted of the following (in thousands):  
   

   
Customer relationships and non-compete agreements carry a weighted average remaining life of eight years and nine years, respectively. 
Aggregate amortization expense related to identifiable intangible assets was $1.7 million and $1.8 million for the three months ended June 30, 
2010 and 2009, respectively, and $3.5 million and $3.8 million for the six months ended June 30, 2010 and 2009, respectively. The following 
table outlines the estimated future amortization expense related to intangible assets held at June 30, 2010:  
   
(in thousands)  
   

   
NOTE 3:   LONG-TERM OBLIGATIONS  
   
The following is a summary of long-term obligations outstanding (in thousands):  
   

   
Credit Facility  
   
In the second quarter of 2010, we entered into an amended senior credit facility, with KeyBank National Association as administrative agent, 
and a syndicate of banks as lenders. The credit facility, which continues to provide for a senior revolving loan, increased the aggregate amount 
of funds available from $100.0 million to $140.0 million, and extended the maturity date from July 2011 to June 2014. During the term of the 
credit facility, we have the right, subject to compliance with the covenants, to increase the borrowings to a maximum of $200.0 million, an 
increase from the $175.0 million maximum in our previous facility.  The credit facility is secured by liens on our land and buildings and a 
significant portion of our furniture and equipment.  Interest on the credit facility is generally based on a spread, ranging between 225 and 325 
basis points, over the LIBOR rate.  
   
No amounts were borrowed under the senior revolving loan as of June 30, 2010 or as of December 31, 2009.  At June 30, 2010, the amount 
available for borrowings under the credit facility is reduced by $1.2 million in outstanding letters of credit.  
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      June 30, 2010  
   December 31, 2009  

   

      
Gross Carrying  

Amount  
   

Accumulated  
Amortization  

   
Gross Carrying  

Amount  
   

Accumulated  
Amortization  

   
Customer relationships  

   $ 40,011 
   $ 27,732 

   $ 40,057 
   $ 25,880 

   
Trade names  

   745 
   745 

   745 
   745 

   
Non-compete agreements  

   27,860 
   24,151 

   27,910 
   22,563 

   
      $ 68,616 

   $ 52,628 
   $ 68,712 

   $ 49,188 
   

Year Ending December 31,  
         

2010 (excluding the six months ended June 30, 2010)  
   $ 3,138 

   
2011  

   4,844 
   

2012  
   4,568 

   
2013  

   3,041 
   

2014  
   192 

   
2015  

   192 
   

      June 30,  
   December 31,  

   
      2010  

   2009  
   

Contingent convertible subordinated notes, including embedded option  
   $ —

   $ 50,706 
   

Capital leases  
   5,401 

   5,190 
   

Deferred acquisition price  
   487 

   2,902 
   

Total long-term obligations, including current portion  
   5,888 

   58,798 
   

Current maturities of long-term obligations  
   (1,793 )  (54,144 )  

Long-term obligations  
   $ 4,095 

   $ 4,654 
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The credit facility contains financial covenants related to earnings before interest, provision for income taxes, depreciation, amortization and 
other adjustments as defined in the agreement and total debt.  In addition, the credit facility also contains financial covenants related to senior 
debt, fixed charges, and working capital.  As of June 30, 2010 and December 31, 2009, we were in compliance with all financial covenants.  
   
Contingent Convertible Subordinated Notes  
   
On June 15, 2010, the contingent convertible subordinated notes (“convertible notes”) matured, resulting in a cash payment of $22.8 million, 
plus accrued interest. On or about June 11, 2010, prior to the maturity date, $27.2 million of notes were converted into 2.3 million shares of 
common stock at a conversion price of $11.67. The original $50.0 million of convertible notes were issued in June 2004 with a fixed 4% per 
annum interest rate and an original maturity of June 15, 2007.  The holders of the convertible notes had the right to extend the maturity date by 
up to three years.  In April 2007, the holders exercised this right and the maturity date of the convertible notes was extended to June 15, 2010.  
   
The right to extend the maturity of the convertible notes was accounted for as an embedded option subject to bifurcation.  The embedded option 
was initially valued at $1.2 million and the convertible notes balance was reduced by the same amount.  In April 2007, the holders of the 
convertible notes exercised their right to extend and we performed a final valuation to estimate the fair value of the embedded option as of the 
approximate date of the extension.  The estimated fair value of the embedded option at that date, included as a component of the convertible 
notes, was approximately $4.8 million. The $4.8 million estimated fair value of the embedded option was amortized as a credit to “Interest 
expense” on the Condensed Consolidated Statements of Income over the period to the extended maturity, which was June 15, 2010. The 
balance of this embedded option was included as a component of “Current maturities of long-term obligations” on the Condensed Consolidated 
Balance Sheet at December 31, 2009, and was fully amortized at June 30, 2010.  
   
Upon conversion of $27.2 million of the notes, we recognized a nominal gain related to the remaining unamortized embedded option value 
associated with the converted notes in the six months ended June 30, 2010. There were no conversions of notes in the six months ended 
June 30, 2009.  The above changes related to the carrying value of the convertible notes, the estimated fair value of the embedded option, the 
amortization of the fair value of the embedded option, and recognition of nominal gain upon conversion did not affect our cash flow.  
   
Capital Leases  
   
We lease certain property and software under capital leases that expire during various years through 2014.  
   
NOTE 4:   NET INCOME PER SHARE  
   
Basic net income per share is computed on the basis of weighted average outstanding common shares.  Diluted net income per share is 
computed on the basis of basic weighted average outstanding common shares adjusted for the dilutive effect of stock options and convertible 
debt, if dilutive. The numerator of the diluted net income per share calculation is increased by the amount of interest expense, net of tax, related 
to outstanding convertible debt, and the allocation of net income and dividends declared to nonvested shares, if the net impact is dilutive.  
   
We have determined that certain nonvested share awards (also referred to as restricted stock awards) issued by the company are participating 
securities because they have non-forfeitable rights to dividends. Accordingly, basic net income per share is calculated under the two-class 
method calculation. In determining the number of diluted shares outstanding, we are required to disclose the more dilutive earnings per share 
result between the treasury stock method calculation and the two-class method calculation as it relates to participating securities. For the three 
and six months ended June 30, 2010 and 2009, the two-class method calculation was more dilutive; therefore, diluted net income per share is 
presented following the two-class method.  
   
The computation of basic and diluted net income per share for the three and six months ended June 30, 2010 and 2009 is as follows (in 
thousands, except per share data):  
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             Amounts allocated to holders of nonvested shares are calculated based upon a weighted average percentage of nonvested shares that are 
participating securities in relation to total shares outstanding.  

   

   

             Amounts allocated to holders of nonvested shares are calculated based upon a weighted average percentage of nonvested shares that are 
participating securities in relation to total shares outstanding.  
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      Three months ended June 30, 2010  
   Three months ended June 30, 2009  

   

      
Net Income  
(Numerator)  

   

Weighted  
Average  
Common  
Shares  

Outstanding  
(Denominator)  

   
Per Share  
Amount  

   
Net Income  
(Numerator)  

   

Weighted  
Average  
Common  
Shares  

Outstanding  
(Denominator)  

   
Per Share  
Amount  

   
                                   
Net income  

   $ 3,915 
             $ 2,886 

             
Less: amounts allocated to nonvested shares 

   (16 ) 
          (24 ) 

          
                                   
Basic net income available to common stockholders  

   3,899 
   36,688 

   $ 0.11 
   2,862 

   35,776 
   $ 0.08 

   
                                   
Effect of dilutive securities:  

                                 
Stock options  

   —
   1,015 

        —
   1,792 

        
Convertible debt  

   239 
   3,402 

        301 
   4,286 

        
Add-back: amounts allocated to nonvested shares 

   16 
   —

        24 
   —

        
Less: amounts re-allocated to nonvested shares  

   (15 ) —
        (23 ) —

        
                                   
Diluted net income available to common 

stockholders  
   $ 4,139 

   41,105 
   $ 0.10 

   $ 3,164 
   41,854 

   $ 0.08 
   

      Six months ended June 30, 2010  
   Six months ended June 30, 2009  

   

      
Net Income  
(Numerator)  

   

Weighted  
Average  
Common  
Shares  

Outstanding  
(Denominator)  

   
Per Share  
Amount  

   
Net Income  
(Numerator)  

   

Weighted  
Average  
Common  
Shares  

Outstanding  
(Denominator)  

   
Per Share  
Amount  

   
                                   
Net income  

   $ 6,250 
             $ 6,164 

             
Less: amounts allocated to nonvested shares 

   (21 ) 
          (35 ) 

          
                                   
Basic net income available to common stockholders  

   6,229 
   36,438 

   $ 0.17 
   6,129 

   35,731 
   $ 0.17 

   
                                   
Effect of dilutive securities:  

                                 
Stock options  

   —
   1,059 

        —
   1,878 

        
Convertible debt  

   537 
   3,842 

        599 
   4,286 

        
Add-back: amounts allocated to nonvested shares 

   21 
   —

        35 
   —

        
Less: amounts re-allocated to nonvested shares  

   (21 ) —
        (33 ) —

        
                                   
Diluted net income available to common 

stockholders  
   $ 6,766 

   41,339 
   $ 0.16 

   $ 6,730 
   41,895 

   $ 0.16 
   

(1)  

(1)  

(1) 

(1)  

(1)  

(1) 
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For the three months ended June 30, 2010 and 2009, weighted-average outstanding stock options totaling approximately 3.2 million and 1.9 
million were antidilutive, and therefore not included in the computation of diluted net income per share. For the six months ended June 30, 
2010 and 2009, weighted-average outstanding stock options totaling approximately 3.2 million and 1.8 million were antidilutive, and therefore 
not included in the computation of diluted net income per share.  
   
NOTE 5:   SHARE-BASED COMPENSATION  
   
The 2004 Equity Incentive Plan, as amended (the “2004 Plan”), limits the combined grant of options to acquire shares of common stock, stock 
appreciation rights, and restricted stock awards under the 2004 Plan to 7,500,000 shares.  Any grant under the 2004 Plan that expires or 
terminates unexercised, becomes unexercisable, or is forfeited will generally be available for future grants. At June 30, 2010, there were 
approximately 805,000 shares of common stock available for future equity-related grants under the 2004 Plan.  
   
During the six months ended June 30, 2010, we granted 430,000 nonvested share awards at a weighted-average grant date price of $11.67 per 
share; 230,000 of these awards vest six months after the date of grant, and 200,000 of these awards vest 12 months after the date of grant upon 
achievement of a performance condition for the calendar year ending December 31, 2010. As of June 30, 2010 we have assessed the likelihood 
that the performance condition will be met and have recorded the related expense based on the estimated outcome. We also granted 102,500 
stock options with a weighted-average exercise price of $11.81 per share, which vest over periods ranging from five to seven years.  
   
From time to time we have treasury stock from the repurchase of common stock.  We use treasury stock to satisfy option exercises. As of 
June 30, 2010 we held 125,440 shares of treasury stock.  
   
The weighted-average grant date fair value of stock options granted during the six months ended June 30, 2010 and 2009 was $4.68 per option 
and $8.00 per option, respectively. The weighted-average assumptions used for the calculation of these values, utilizing the Black-Scholes 
methodology, were as follows:  
   

   
The following table presents total share based compensation expense, which is a non-cash charge, included in the Condensed Consolidated 
Statements of Income (in thousands):  
   

   
As of June 30, 2010, there was $8.6 million of unrecognized compensation cost, net of estimated forfeitures, related to nonvested share-based 
awards, which will be recognized over a weighted-average period of 2.3 years.  
   
NOTE 6:   SEGMENT REPORTING  
   
We have three reporting segments: eDiscovery, bankruptcy, and settlement administration.  Our eDiscovery business provides collections and 
forensics, processing, search and review, and document review services to companies and the litigation departments of law firms.  Produced 
documents are made available primarily through a hosted environment, and our DocuMatrix™ software allows for efficient attorney review 
and data requests.  Our bankruptcy business provides solutions that address the needs of trustees to administer bankruptcy proceedings and of 
debtor corporations that file a plan of reorganization.  

   
11  

 

      Six Months Ended  
   

      June 30, 2010  
   June 30, 2009  

   
Expected volatility (%)  

   37.0 
   47.0 

   
Risk-free interest rate (%)  

   2.67 
   2.73 

   
Dividend yield (%)  

   0.63 
   —

   
Expected life of stock option (years)  

   6.5 
   6.2 

   

      
Three Months Ended  

June 30,  
   

Six Months Ended  
June 30,  

   
      2010  

   2009  
   2010  

   2009  
   

                          
Direct cost of services  

   $ 61 
   $ 59 

   $ 165 
   $ 254 

   
General and administrative  

   2,130 
   2,724 

   3,662 
   4,002 

   
Pre-tax share-based compensation expense  

   2,191 
   2,783 

   3,827 
   4,256 

   
Income tax benefit  

   (583 )  (547 )  (1,087 )  (972 ) 
Total share-based compensation expense, net of tax  

   $ 1,608 
   $ 2,236 

   $ 2,740 
   $ 3,284 
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Our settlement administration business provides managed services including legal notification, claims administration, project administration 
and controlled disbursement.  
   
The segment performance measure is based on earnings before interest, taxes, depreciation and amortization, other operating expense, and 
share-based compensation expense.  In management’s evaluation of performance, certain costs, such as compensation for administrative staff 
and executive management, are not allocated by segment and, accordingly, the following reporting segment results do not include such 
unallocated costs.  
   
Assets reported within a segment are those assets that can be identified to a segment and primarily consist of trade receivables, property, 
equipment and leasehold improvements, software, identifiable intangible assets and goodwill.  Cash, tax-related assets, and certain prepaid 
assets and other assets are not allocated to our segments.  Although we can and do identify long-lived assets such as property, equipment and 
leasehold improvements, software, and identifiable intangible assets to reporting segments, we do not allocate the related depreciation and 
amortization to the segment as management evaluates segment performance exclusive of these non-cash charges.  
   
Following is a summary of segment information for the three months ended June 30, 2010. The intersegment revenues in the three months 
ended June 30, 2010 related primarily to call center services performed by the settlement administration segment for the bankruptcy segment.  
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      Three Months Ended June 30, 2010  
   

      eDiscovery  
   Bankruptcy  

   
Settlement  

Administration  
   Eliminations  

   Total  
   

      (in thousands)  
   

Revenue:  
                            

Operating revenue before reimbursed direct 
costs  

   $ 19,786 
   $ 24,418 

   $ 11,835 
   $ —

   $ 56,039 
   

Intersegment revenue  
   28 

   —
   472 

   (500 )  —
   

                               
Operating revenue before reimbursed direct 

costs  
   19,814 

   24,418 
   12,307 

   (500 )  56,039 
   

Operating revenue from reimbursed direct costs  
   67 

   2,633 
   7,194 

   —
   9,894 

   
Total revenue  

   19,881 
   27,051 

   19,501 
   (500 )  65,933 

   
                               
Direct costs, general and administrative costs  

   11,212 
   13,836 

   16,700 
   (500 )  41,248 

   
Segment performance measure  

   $ 8,669 
   $ 13,215 

   $ 2,801 
   $ —

   $ 24,685 
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Following is a summary of segment information for the three months ended June 30, 2009. The intersegment revenues in the three months 
ended June 30, 2009 related primarily to call center services performed by the settlement administration segment for the bankruptcy segment.  
   

   
Following is a reconciliation of our segment performance measure to income before income taxes (in thousands):  
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      Three Months Ended June 30, 2009  
   

      eDiscovery  
   Bankruptcy  

   
Settlement  

Administration  
   Eliminations  

   Total  
   

      (in thousands)  
   

Revenue:  
                            

Operating revenue before reimbursed direct 
costs  

   $ 14,335 
   $ 24,078 

   $ 18,726 
   $ —

   $ 57,139 
   

Intersegment revenue  
   —

   1 
   607 

   (608 )  —
   

                               
Operating revenue before reimbursed direct 

costs  
   14,335 

   24,079 
   19,333 

   (608 )  57,139 
   

Operating revenue from reimbursed direct costs  
   37 

   3,196 
   5,818 

   —
   9,051 

   
Total revenue  

   14,372 
   27,275 

   25,151 
   (608 )  66,190 

   
                               
Direct costs, general and administrative costs  

   9,981 
   14,774 

   19,953 
   (608 )  44,100 

   
Segment performance measure  

   $ 4,391 
   $ 12,501 

   $ 5,198 
   $ —

   $ 22,090 
   

      Three Months Ended June 30,  
   

      2010  
   2009  

   
                
Segment performance measure  

   $ 24,685 
   $ 22,090 

   
Corporate and unallocated expenses  

   (7,466 )  (6,574 )  
Share-based compensation expense  

   (2,191 )  (2,783 )  
Depreciation and software and leasehold amortization  

   (5,246 )  (4,552 )  
Amortization of intangible assets  

   (1,696 )  (1,818 )  
Other operating expense  

   (25 )  (13 )  
Interest expense, net  

   (315 )  (349 )  
Income before income taxes  

   $ 7,746 
   $ 6,001 
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Following is a summary of segment information for the six months ended June 30, 2010. The intersegment revenues in the six months ended 
June 30, 2010 related primarily to call center services performed by the settlement administration segment for the bankruptcy segment.  
   

   
Following is a summary of segment information for the six months ended June 30, 2009. The intersegment revenues in the six months ended 
June 30, 2009 related primarily to call center services performed by the settlement administration segment for the bankruptcy segment.  
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      Six Months Ended June 30, 2010  
   

      eDiscovery  
   Bankruptcy  

   
Settlement  

Administration  
   Eliminations  

   Total  
   

      (in thousands)  
   

Revenue:  
                            

Operating revenue before reimbursed direct 
costs  

   $ 36,582 
   $ 48,995 

   $ 19,573 
   $ —

   $ 105,150 
   

Intersegment revenue  
   30 

   —
   869 

   (899 )  —
   

                               
Operating revenue before reimbursed direct 

costs  
   36,612 

   48,995 
   20,442 

   (899 )  105,150 
   

Operating revenue from reimbursed direct costs  
   95 

   5,000 
   11,059 

   —
   16,154 

   
Total revenue  

   36,707 
   53,995 

   31,501 
   (899 )  121,304 

   
                               
Direct costs, general and administrative costs  

   21,100 
   27,101 

   27,787 
   (899 )  75,089 

   
Segment performance measure  

   $ 15,607 
   $ 26,894 

   $ 3,714 
   $ —

   $ 46,215 
   

      Six Months Ended June 30, 2009  
   

      eDiscovery  
   Bankruptcy  

   
Settlement  

Administration  
   Eliminations  

   Total  
   

      (in thousands)  
   

Revenue:  
                            

Operating revenue before reimbursed direct 
costs  

   $ 28,384 
   $ 41,406 

   $ 39,962 
   $ —

   $ 109,752 
   

Intersegment revenue  
   —

   1 
   1,120 

   (1,121 )  —
   

                               
Operating revenue before reimbursed direct 

costs  
   28,384 

   41,407 
   41,082 

   (1,121 )  109,752 
   

Operating revenue from reimbursed direct costs  
   62 

   4,719 
   12,485 

   —
   17,266 

   
Total revenue  

   28,446 
   46,126 

   53,567 
   (1,121 )  127,018 

   
                               
Direct costs, general and administrative costs  

   19,107 
   25,204 

   41,567 
   (1,121 )  84,757 

   
Segment performance measure  

   $ 9,339 
   $ 20,922 

   $ 12,000 
   $ —

   $ 42,261 
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Following is a reconciliation of our segment performance measure to income before income taxes (in thousands):  

   

   
Following are total assets by segment (in thousands):  
   

   
NOTE 7:    FAIR VALUES OF ASSETS AND LIABILITIES  
   
Accounting standards establish a three-level fair value hierarchy based upon the assumptions (inputs) used to price assets or liabilities. The 
hierarchy requires us to maximize the use of observable inputs and minimize the use of unobservable inputs. The three levels of inputs used to 
measure fair value are listed below.  
   

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

Level 2 — Observable inputs other than those included in Level 1, such as quoted market prices for similar assets and liabilities in 
active markets or quoted prices for identical assets in inactive markets.  
   
Level 3 — Unobservable inputs reflecting our own assumptions and best estimate of what inputs market participants would use in 
pricing an asset or liability.  
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      Six Months Ended June 30,  
   

      2010  
   2009  

   
                
Segment performance measure  

   $ 46,215 
   $ 42,261 

   
Corporate and unallocated expenses  

   (14,620 )  (11,323 )  
Share-based compensation expense  

   (3,827 )  (4,256 )  
Depreciation and software and leasehold amortization  

   (10,447 )  (9,066 )  
Amortization of intangible assets  

   (3,516 )  (3,754 )  
Other operating expense  

   (69 )  (484 )  
Interest expense, net  

   (702 )  (687 )  
Income before income taxes  

   $ 13,034 
   $ 12,691 

   

      
June 30,  

2010  
   

December 31,  
2009  

   
Assets  

             
eDiscovery  

   $ 144,068 
   $ 133,515 

   
Bankruptcy  

   191,932 
   187,484 

   
Settlement Administration  

   56,654 
   54,213 

   
Corporate and unallocated  

   42,349 
   62,729 

   
Total consolidated assets  

   $ 435,003 
   $ 437,941 
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Assets  
   
The carrying value and estimated fair value of our cash equivalents, which consist of short-term money market funds, are classified as Level 1 
and are presented in the following table at June 30, 2010 and December 31, 2009. As of June 30, 2010 and December 31, 2009, the carrying 
value of our trade accounts receivable approximated fair value.  
   

   
Liabilities  
   
As of June 30, 2010 and December 31, 2009, the carrying value of accounts payable, certain other liabilities, deferred acquisition price 
payments and capital leases approximated fair value. The carrying value of the embedded option related to our convertible notes approximated 
fair value at December 31, 2009, and was fully amortized as of June 30, 2010.  
   
At June 30, 2010 there was no convertible debt outstanding. As of December 31, 2009, the carrying value of convertible debt was 
approximately $50.0 million. The fair value of the convertible debt was estimated at $59.9 million as of December 31, 2009. This amount was 
estimated by taking the outstanding convertible debt, divided by the conversion price of $11.67 per share, to arrive at an estimated number of 
shares that would be issued assuming conversion of all of the notes. The estimated number of shares was then multiplied by the closing price of 
our common stock on the last day of the respective reporting period to arrive at an estimate of the fair value of our convertible debt.  
   
NOTE 8:    SUPPLEMENTAL CASH FLOW INFORMATION  
   
Supplemental cash flow information is as follows (in thousands):  
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            Estimated Fair Value Measurements  
   

Items Measured at Fair Value on a  
   Carrying  

   

Quoted  
Prices in  
Active  

Markets  
   

Significant  
Other  

Observable  
Inputs  

   

Significant  
Unobservable  

Inputs  
   

Recurring Basis  
   Value  

   (Level 1)  
   (Level 2)  

   (Level 3)  
   

      (in thousands)  
   

June 30, 2010:  
                       

Financial Assets:  
                       

Money market funds  
   $ 25,449 

   $ 25,449 
   $ —

   $ —
   

                          
December 31, 2009:  

                       
Financial Assets:  

                       
Money market funds  

   $ 44,428 
   $ 44,428 

   $ —
   $ —

   

      
Six months ended  

June 30,  
   

      2010  
   2009  

   
                
Cash paid for:  

             
Interest  

   $ 1,819 
   $ 1,570 

   
Income taxes paid, net  

   8,516 
   4,121 

   
Non-cash investing and financing transactions:  

             
Property, equipment, and leasehold improvements accrued in accounts payable and other long-

term liabilities  
   2,964 

   1,047 
   

Conversion of convertible notes into common stock  
   27,168 

   —
   

Capitalized lease obligations incurred  
   329 

   —
   

Dividends declared but not yet paid  
   1,346 

   —
   

Common shares repurchased but not yet paid  
   1,655 

   —
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NOTE 9:                 STOCKHOLDERS’ EQUITY  
   
Share Repurchase Program  
   
On June 23, 2010 our Board of Directors authorized $35 million for share repurchases (the “Share Repurchase Program”). Repurchases may be 
made pursuant to the Share Repurchase Program from time to time at prevailing market prices in the open market or in privately negotiated 
purchases, or both. The company may utilize one or more plans with its brokers or banks for pre-authorized purchases within defined limits 
pursuant to SEC Rule 10b5-1 to effect all or a portion of the repurchases. Prior to June 30, 2010, we had purchased 125,440 shares of common 
stock for approximately $1.7 million, at an average cost of $13.19 per share.  These shares had trade dates on or before June 30, 2010, but did 
not settle until after June 30, 2010.  As we were obligated to purchase these shares as of the trade date, they have been included in Treasury 
Stock as of the trade date, and we have accrued a liability for the settlement of the transactions that occurred prior to June 30, 2010. These 
trades settled subsequent to quarter end.  
   
Subsequent to quarter end we have purchased approximately 938,000 shares of common stock for approximately $12.1 million, at an average 
cost of $12.88 per share.  
   
Dividend  
   
On June 23, 2010 our Board of Directors declared our first cash dividend of $0.035 per share, payable on August 12, 2010 to shareholders of 
record at the close of business on July 15, 2010. Dividends payable of approximately $1.3 million is included as a component of “Other 
accrued liabilities” in the Condensed Consolidated Balance Sheets at June 30, 2010.  
   
NOTE 10:               LEGAL PROCEEDINGS  
   
Purported Derivative Shareholder Complaint  
   
On July 29, 2008, the Alaska Electrical Pension Fund filed a putative shareholder derivative action on behalf of Epiq Systems, Inc. in the U.S. 
District Court for the District of Kansas (the “Court”) (Civil Action No. 08-CV-2344 CM/JPO), alleging, among other things, improper 
conduct by each of our current directors and certain current and former executive officers and directors regarding stock option grants. The 
company has stated consistently that the claims made in the action are meritless.  
   
On April 27, 2010, on the determination of the company’s Board of Directors, the company entered into a Stipulation of Settlement (the 
“Settlement Agreement”) with plaintiff and defendants relating to the settlement of this litigation and mutual release of claims.  Upon the 
Court’s final approval, this Settlement Agreement will result in the dismissal with prejudice of the lawsuit and all claims contained therein. 
There can be no assurance that the Court will approve the Settlement Agreement.  
   
The company has determined that the settlement is in the best interests of the company and its shareholders because, among other things, it will 
avoid the continuing expense and distraction involved in further defending against the claims, and it is expected to terminate this litigation in a 
more favorable time frame for Epiq Systems and its shareholders.  
   
As set forth more fully in the Settlement Agreement, the agreement contains an express denial of liability, denial of wrongdoing, and a denial 
of any improper conduct by the defendants, and requires no disgorgement, no payment of damages, no cancellation of stock options nor any 
recovery from any of the defendants.  The company and its insurance carrier will pay plaintiff’s counsel’s fees and expenses, which plaintiff’s 
counsel will seek in an amount not to exceed $3.5 million.  The Settlement Agreement requires dismissal of the complaint with prejudice 
following final Court approval of the settlement and provides for the implementation and/or maintenance of certain corporate governance 
measures by the company during a specified period of time.  
   
In connection with the Settlement Agreement, the company accrued a net provision for the litigation composed of approximately $1.6 million 
recorded in the first quarter of 2010, in addition to approximately $0.5 million which was previously recorded in the year ended December 31, 
2009 and disclosed in the company’s Annual Report on Form 10-K.  The provision for litigation includes the amounts expected to be paid to 
the plaintiff for its counsel’s fees and expenses as set forth in the Settlement Agreement, along with other costs incurred in 2010 related to the 
litigation, and is net of the amount that is expected to be paid by our insurance carrier.  The liability is included in “Other accrued liabilities” 
and the insurance  
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recovery is included in “Other current assets” on the Condensed Consolidated Balance Sheets.  Because there can be no assurance that the 
Court will provide final approval of the Settlement Agreement, the ultimate resolution of this matter may materially differ from amounts 
recorded as of June 30, 2010.  
   
On June 22, 2010, the U.S. District Court for the District of Kansas entered an order preliminarily approving the Settlement Agreement. A final 
hearing is scheduled for August 24, 2010.  
   
NOTE 11:               INCOME TAXES  
   
As previously disclosed, our 2003 – 2007 New York state income tax returns have been under examination and in May 2010, we reached a 
tentative settlement agreement with the state, which includes extending the settlement to include the 2008 income tax return.  The company 
will also file New York City tax returns during the third quarter of 2010 for the corresponding years reflecting, among other things, the 
outcome of the state examination. The company has accrued for these uncertain tax positions in prior periods and, as a result, the resolution of 
these matters did not have a material effect on the provision for income taxes.  Approximately $4.5 million of previously unrecognized tax 
benefits related to these matters, including accrued interest, will be paid during the second half of 2010. This amount is included in the 
Condensed Consolidated Balance Sheets as a component of “Accrued income taxes”. During the second quarter of 2010, the company recorded 
the impact of the tentative settlement by accruing additional unrecognized tax benefits of $0.7 million, which after considering the related 
interest accrual and offsetting federal and state income tax benefits, resulted in a $0.4 million increase in the provision for income taxes.  
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Item 2.                              Management’s Discussion and Analysis of Financial Condition and Results of Operations  
   
This discussion and analysis should be read in conjunction with the Condensed Consolidated Financial Statements and the accompanying 
Notes to the Condensed Consolidated Financial Statements included in this Form 10-Q.  
   
Overview  
   
We are a provider of integrated technology solutions for the legal profession.  Our solutions streamline the administration of bankruptcy, 
litigation, financial transactions and regulatory compliance matters.  We offer innovative technology solutions for eDiscovery, document 
review, legal notification, claims administration and controlled disbursement of funds.  Our clients include law firms, corporate legal 
departments, bankruptcy trustees, government agencies and other professional advisors who require innovative technology, responsive service 
and deep subject-matter expertise.  
   
We have three reporting segments: eDiscovery, bankruptcy, and settlement administration.  
   
eDiscovery  
   
Our eDiscovery business provides collections and forensics, processing, search and review, and document review services to companies and 
the litigation departments of law firms.  Our eDataMatrix™ software analyzes, filters, deduplicates and produces documents for review.  
Produced documents are made available primarily through a hosted environment, and our DocuMatrix™ software allows for efficient attorney 
review and data requests. Our customers are typically large corporations that use our products and services cooperatively with their legal 
counsel to manage the eDiscovery process for litigation and regulatory matters.  
   
The substantial amount of electronic documents and other data used by businesses has changed the dynamics of how attorneys support 
discovery in complex litigation matters. Due to the complexity of cases, the volume of data that are maintained electronically, and the volume 
of documents that are produced in all types of litigation, law firms have become increasingly reliant on electronic evidence management 
systems to organize and manage the litigation discovery process.  
   
Following is a description of the significant sources of revenue in our eDiscovery business.  
   

•                   Consulting, forensics and collection service fees based on the number of hours services are provided.  
   
•                   Fees related to the conversion and production of data into an organized, searchable electronic database. The amount earned varies 

primarily on the number of documents.  
   
•                   Hosting fees based on the amount of data stored.  
   
•                   Document review fees based on the number of hours spent reviewing documents, the number of pages reviewed, or the amount of 

data reviewed.  
   

In 2009 we opened new offices in Brussels and Hong Kong, established global reach for our data centers in the U.S., Europe and Asia, and 
expanded our offerings to include data forensics and collections services, as well as document review services. In 2009 we also launched IQ 
Review™, a revolutionary combination of new intelligent technology and expert services which incorporates new prioritization technology into 
DocuMatrix™, our flagship document management platform. Increased case activity levels and an uptake of new service offerings launched in 
2009 are expected to contribute to revenue growth during 2010.  
   
Bankruptcy  
   
Our bankruptcy business provides solutions that address the needs of Chapter 7, Chapter 11, and Chapter 13 bankruptcy trustees to administer 
bankruptcy proceedings and of debtor corporations that file a plan of reorganization.  
   

•                   Chapter 7 is a liquidation bankruptcy for individuals or businesses that, as measured by the number of new cases filed in the twelve-
month period ended March 31, 2010, accounted for approximately 72% of all bankruptcy filings.  In a Chapter 7 case, the debtor’s 
assets are liquidated and the resulting cash proceeds are used by the Chapter 7 bankruptcy trustee to pay creditors.  Chapter 7 cases 
typically last several years.  
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•                   Chapter 11 is a reorganization model of bankruptcy for corporations that, as measured by the number of new cases filed in the twelve-
month period ended March 31, 2010, accounted for approximately 1% of all bankruptcy filings.  Chapter 11 generally allows a 
company, often referred to as the debtor-in-possession, to continue operating under a plan of reorganization to restructure its business 
and to modify payment terms of both secured and unsecured obligations.  Chapter 11 cases generally last several years.  

   
•                   Chapter 13 is a reorganization model of bankruptcy for individuals that, as measured by the number of new cases filed in the twelve-

month period ended March 31, 2010, accounted for approximately 27% of all bankruptcy filings.  In a Chapter 13 case, debtors make 
periodic cash payments into a reorganization plan and a Chapter 13 bankruptcy trustee uses these cash payments to make monthly 
distributions to creditors.  Chapter 13 cases typically last between three and five years.  

   
As reported by the Administrative Office of the U.S. Courts, bankruptcy filings for the twelve-month period ended March 31, 2010 increased 
27% versus the twelve-month period ended March 31, 2009.  During this period, Chapter 7 filings increased 34%, Chapter 11 filings increased 
30%, and Chapter 13 filings increased 12%.  
   
The application of Chapter 7 bankruptcy regulations has the practical effect of discouraging trustee customers from incurring direct 
administrative costs for computer system expenses.  As a result, we provide our Chapter 7 products and services to our trustee customers at no 
direct charge, and they maintain deposit accounts for bankruptcy cases under their administration at a designated banking institution.  We have 
arrangements with various banks under which we provide the bankruptcy trustee case management software and related services, and the bank 
provides the bankruptcy trustee with deposit-related banking services.  
   
Chapter 11 bankruptcy engagements are generally long-term, multi-year assignments that provide revenue visibility into future periods. For the 
Chapter 7 trustee services component of the bankruptcy segment, the increase in filings is expected to translate into growth in client deposit 
balances related to asset liquidations. Our trustee services deposit portfolio exceeded $2.0 billion during the second quarter of 2010, while 
pricing continued at floor pricing levels under our agreements due to the low short-term interest rate environment.  
   
The key participants in a bankruptcy proceeding include the debtor-in-possession, the debtor’s legal counsel, the creditors, the creditors’ legal 
counsel, and the bankruptcy judge. Chapter 7 and Chapter 13 cases also include a professional bankruptcy trustee, who is responsible for 
administering the bankruptcy case. The end-user customers of our bankruptcy business are debtor corporations that file a plan of reorganization 
and professional bankruptcy trustees.  The Executive Office for United States Trustees, a division of the U.S. Department of Justice, appoints 
all bankruptcy trustees.  A United States Trustee is appointed in most federal court districts and generally has responsibility for overseeing the 
integrity of the bankruptcy system.  The bankruptcy trustee’s primary responsibilities include liquidating the debtor’s assets or collecting funds 
from the debtor, distributing the collected funds to creditors pursuant to the orders of the bankruptcy court and preparing regular status reports 
for the Executive Office for United States Trustees and for the bankruptcy court.  Trustees manage an entire caseload of bankruptcy cases 
simultaneously.  
   
Following is a description of the significant sources of revenue in our bankruptcy business.  
   

•                   Data hosting fees and volume-based fees.  
   
•                   Case management professional service fees and other support service fees related to the administration of cases, including data 

conversion, claims processing, claims reconciliation, professional services, and disbursement services.  
   
•                   Deposit-based fees, earned primarily on a percentage of Chapter 7 total liquidated assets placed on deposit with a designated financial 

institution by our trustee clients, to whom we provide, at no charge, software licenses, limited hardware and hardware maintenance, 
and postcontract customer support services.  The fees we earn based on total liquidated assets placed on deposit by our trustee clients 
may vary based on fluctuations in short-term interest rates.  

   
•                   Legal noticing services to parties of interest in bankruptcy matters, including direct notification and media campaign and advertising 

management in which we coordinate notification, primarily through print media outlets, to potential parties of interest for a particular 
client engagement.  
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•                   Reimbursement for costs incurred, primarily related to postage on mailing services.  
   

Settlement Administration  
   
Our settlement administration segment provides managed services, including legal notification, claims administration, project administration 
and controlled disbursement.  
   
The customers of our settlement administration segment are companies that require the administration of a settlement, resolution of a class 
action matter, or administration of a project.  We sell our services directly to those customers and other interested parties, including legal 
counsel, which often provide access to these customers. During the three and six months ended June 30, 2009, approximately 4% and 15% 
respectively, of our consolidated revenue was derived from a large contract with IBM in support of the federal government’s analog to digital 
conversion program. During the six months ended June 30, 2010, approximately 0.1% of our consolidated revenue was derived from this 
contract. This revenue was recognized in our settlement administration segment. The contract began in the fourth quarter of 2007, and, as 
expected, concluded in the second half of 2009. There was no revenue derived from this contract during the three month period ended June 30, 
2010.  
   
Following is a description of significant sources of revenue in our settlement administration business.  
   

•                   Fees contingent upon the month-to-month delivery of case management services such as claims processing, claims reconciliation, 
project management, professional services, call center support, website development and administration, and controlled 
disbursements.  The amount we earn varies primarily on the size and complexity of the engagement.  

   
•                   Legal noticing services to parties of interest in class action matters; including media campaign and advertising management, in which 

we coordinate notification through various media outlets, such as print, radio and television, to potential parties of interest for a 
particular client engagement.  

   
•                 Reimbursement for costs incurred related to postage on mailing services.  
   

Key participants in this marketplace include law firms that specialize in representing class action and mass tort plaintiffs and other law firms 
that specialize in representing defendants.  Class action and mass tort refers to litigation in which class representatives bring a lawsuit against a 
defendant company or other persons on behalf of a large group of similarly affected persons. Mass tort refers to class action cases that are 
particularly large or prominent. Class action and mass tort litigation is often complex and the cases, including administration of any settlement, 
may last several years.  
   
Results of Operations for the Three Months Ended June 30, 2010 Compared with the Three Months Ended June 30, 2009  
   
Consolidated Results  
   
Revenue  
   
Total revenue was $65.9 million for the three months ended June 30, 2010, a decrease of $0.3 million, or less than 1%, as compared to the prior 
year. A portion of our total revenue consists of reimbursement for direct costs we incur, such as postage related to document management 
services.  We reflect the operating revenue from these reimbursed direct costs as a separate line item on our accompanying Condensed 
Consolidated Statements of Income.  Revenue originating from reimbursed direct costs was $9.9 million, an increase of $0.8 million, or 9%, 
from $9.1 million in the prior year. Although operating revenue from reimbursed direct costs may fluctuate significantly from quarter to 
quarter, these fluctuations have a minimal effect on our income from operations as we realize little or no margin from this revenue.  
   
Operating revenue exclusive of revenue originating from reimbursed direct costs was $56.0 million in the three months ended June 30, 2010, a 
decrease of $1.1 million, or 2%, as compared to the prior year. This decrease was driven by a $6.9 million decrease in the settlement 
administration segment; partially offset by a $5.5 million increase in the eDiscovery segment, and a $0.3 million increase in the bankruptcy 
segment. Changes by segment are discussed below.  
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Operating Expense  
   
The direct cost of services, exclusive of depreciation and amortization, was $16.4 million for the three months ended June 30, 2010, a decrease 
of $3.3 million, or 17%, as compared to $19.7 million in the prior year. Contributing to this decrease was a $1.6 million decrease in the expense 
related to outside services, primarily related to temporary help and mailing, a $1.2 million decrease in legal noticing costs; and a $0.5 million 
decrease in production supplies. Changes by segment are discussed below.  
   
The direct cost of bundled products and services, exclusive of depreciation and amortization, remained flat at $0.9 million for the three months 
ended June 30, 2010 and 2009. Changes by segment are discussed below.  
   
Reimbursed direct costs increased $0.6 million, or 7%, to $9.6 million for the three months ended June 30, 2010, compared with $9.0 million 
during the prior year.  This increase corresponds to the increase in operating revenue from reimbursed direct costs.  Changes by segment are 
discussed below.  
   
General and administrative costs increased $0.1 million, or less than 1%, to $23.9 million for the three months ended June 30, 2010. Travel 
expense increased $0.4 million and expense related to leases increased $0.8 million. These increases were partially offset by a $0.6 million 
decrease in share-based compensation expense, and a $0.5 million decrease in outside services. Changes by segment are discussed below.  
   
Depreciation and software and leasehold amortization costs for the three months ended June 30, 2010 were $5.2 million, an increase of $0.7 
million, or 15%, compared to the prior year. This increase was primarily the result of increased depreciation on equipment related to 
investments in our business segments.  
   
Amortization of identifiable intangible assets for the three months ended June 30, 2010 was $1.7 million, a decrease of $0.1 million, or 7%, 
compared to the prior year. This decrease was the result of certain non-compete and customer contract intangible assets that were fully 
amortized in the prior year.  
   
Interest Expense, Net  
   
We recognized interest expense of approximately $0.3 million for three months ended June 30, 2010 and $0.4 million for the three months 
ended June 30, 2009.  
   
Income Taxes  
   
Our effective tax rate for the three months ended June 30, 2010 was 49.5% compared with 51.9% in the prior year. The decrease was primarily 
attributable to a larger portion of our income being generated in lower tax jurisdictions. State taxes and non-deductible equity compensation are 
the primary reasons our tax rate is higher than the statutory federal rate of 35%. We have significant operations located in New York City that 
are subject to state and local tax rates that are higher than the tax rates assessed by other jurisdictions where we operate.  
   
As previously disclosed, our 2003 – 2007 New York state income tax returns have been under examination and in May 2010, we reached a 
tentative settlement agreement with the state, which includes extending the settlement to include the 2008 income tax return.  The company 
will also file New York City tax returns during the third quarter of 2010 for the corresponding years reflecting, among other things, the 
outcome of the state examination. The company has accrued for these uncertain tax positions in prior periods and, as a result, the resolution of 
these matters did not have a material effect on the provision for income taxes.  Approximately $4.5 million of previously unrecognized tax 
benefits related to these matters, including accrued interest, will be paid during the second half of 2010. This amount is included in the 
Condensed Consolidated Balance Sheets as a component of “Accrued income taxes”. During the second quarter of 2010, the company recorded 
the impact of the tentative settlement by accruing additional unrecognized tax benefits of $0.7 million, which after considering the related 
interest accrual and offsetting federal and state income tax benefits, resulted in a $0.4 million increase in the provision for income taxes.  
   
In addition, Congress is currently considering legislation that would extend the research and development credit for 2010 which would result in 
a favorable impact on our 2010 effective tax rate.  
   
Net Income  
   
Our net income was $3.9 million for the three months ended June 30, 2010 compared to $2.9 million for the prior year, an increase of $1.0 
million, or 36%. The change from the prior year was primarily driven by growth in our eDiscovery segment, which was partially offset by a 
decline in our settlement administration segment, due to the conclusion of the analog to digital conversion contract.  
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Results of Operations by Segment  
   
The following segment discussion is presented on a basis consistent with our segment disclosure contained in Note 6 of our Notes to 
Condensed Consolidated Financial Statements.  
   
eDiscovery Segment  
   
eDiscovery operating revenue before reimbursed direct costs for the three months ended June 30, 2010 was $19.8 million, an increase of $5.5 
million, or 38%, compared to the prior year.  The change from the prior year is primarily related to an increase in hosting and document review 
services.  
   
eDiscovery direct and administrative costs, including reimbursed direct costs, were $11.2 million for the three months ended June 30, 2010, an 
increase of $1.2 million, or 12%, compared to the prior year.  This change was a result of a net increase in direct and administrative costs which 
primarily were in support of expanded business services compared to the prior year.  
   
Bankruptcy Segment  
   
Bankruptcy operating revenue before reimbursed direct costs for the three months ended June 30, 2010 was $24.4 million, an increase of $0.3 
million, or 1%, compared to $24.1 million in the prior year. This increase was primarily attributable to an increase in bankruptcy trustee fees 
associated with higher deposit levels than the prior year.  
   
Bankruptcy direct and administrative costs, including reimbursed direct costs, decreased $1.0 million, or 6%, to $13.8 million for the three 
months ended June 30, 2010, compared to $14.8 million in the prior year. The decrease in these costs were the result of a $0.6 million decrease 
in outside services, a $0.2 million decrease in legal notification costs, a $0.6 million decrease in reimbursed direct costs, partially offset by a 
$0.4 million increase in compensation expense.  
   
Settlement Administration Segment  
   
Settlement administration operating revenue before reimbursed direct costs was $11.8 million in the three months ended June 30, 2010, a 
decrease of $6.9 million, or 37%, compared to the prior year, primarily due to the expected conclusion of the major analog to digital conversion 
contract during 2009.  
   
Settlement administration direct and administrative costs, including reimbursed direct costs, for the three months ended June 30, 2010 were 
$16.7 million, a decrease of $3.3 million, or 16%, compared to $20.0 million in the prior year, primarily due to the direct and administrative 
costs associated with the major analog to digital conversion contract that concluded during 2009.  
   
Results of Operations for the Six Months Ended June 30, 2010 Compared with the Six Months Ended June 30, 2009  
   
Consolidated Results  
   
Revenue  
   
Total revenue was $121.3 million for the six months ended June 30, 2010, a decrease of $5.7 million, or 4%, as compared to the prior year. A 
portion of our total revenue consists of reimbursement for direct costs we incur, such as postage related to document management services.  We 
reflect the operating revenue from these reimbursed direct costs as a separate line item on our accompanying Condensed Consolidated 
Statements of Income.  Revenue originating from reimbursed direct costs was $16.2 million, a decrease of $1.1 million, or 6%, from $17.3 
million in the prior year. Although operating revenue from reimbursed direct costs may fluctuate significantly from quarter to quarter, these 
fluctuations have a minimal effect on our income from operations as we realize little or no margin from this revenue.  
   
Operating revenue exclusive of revenue originating from reimbursed direct costs was $105.2 million in the six months ended June 30, 2010, a 
decrease of $4.6 million, or 4%, as compared to the prior year. This decrease was driven by a $20.4 million decrease in the settlement 
administration segment; partially offset by an $8.2 million increase in the eDiscovery segment, and a $7.6 million increase in the bankruptcy 
segment. Changes by segment are discussed below.  
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Operating Expense  
   
The direct cost of services, exclusive of depreciation and amortization, was $31.8 million for the six months ended June 30, 2010, a decrease of 
$7.6 million, or 19%, as compared to $39.4 million in the prior year. Contributing to this decrease was a $5.1 million decrease in the expense 
related to outside services, primarily related to temporary help and mailing, a $2.1 million decrease in production supplies, and a $1.3 million 
decrease in legal notification costs. These decreases were partially offset by a $0.5 million increase in compensation related expense, due 
primarily to increases in the bankruptcy segment resulting from the growth in corporate restructuring engagements; and a $0.4 million increase 
in building and equipment expense. Changes by segment are discussed below.  
   
The direct cost of bundled products and services, exclusive of depreciation and amortization, increased $0.1 million, or 7%, to $1.8 million for 
the six months ended June 30, 2010 and 2009. Changes by segment are discussed below.  
   
Reimbursed direct costs decreased $1.2 million, or 7%, to $15.8 million for the six months ended June 30, 2010, compared with $17.1 million 
during the prior year.  This decrease directly corresponds to the decrease in operating revenue from reimbursed direct costs.  Changes by 
segment are discussed below.  
   
General and administrative costs increased $2.0 million, or 5%, to $44.1 million for the six months ended June 30, 2010. A litigation provision 
for a shareholder derivative action of $1.6 million was recorded for the six months ended June 30, 2010, travel expense increased $1.0 million, 
and lease expense increased $0.8 million. These increases were partially offset by a $1.2 million decrease in outside services and professional 
fees. Changes by segment are discussed below.  
   
Depreciation and software and leasehold amortization costs for the six months ended June 30, 2010 were $10.4 million, an increase of $1.4 
million, or 15%, compared to the prior year. This increase was primarily the result of increased depreciation on equipment related to our 
business segments.  
   
Amortization of identifiable intangible assets for the six months ended June 30, 2010 was $3.5 million, a decrease of $0.2 million, or 6%, 
compared to the prior year. This decrease was the result of certain non-compete and customer contract intangible assets that were fully 
amortized in the prior year.  
   
Other operating expense for the six months ended June 30, 2010 decreased by approximately $0.4 million due to a decrease in acquisition-
related expenses.  
   
Interest Expense, Net  
   
We recognized interest expense of approximately $0.7 million for both the six months ended June 30, 2010 and 2009.  
   
Income Taxes  
   
Our effective tax rate for the six months ended June 30, 2010 was 52.1% compared with 51.4% in the prior year. The increase was primarily 
attributable to a larger portion of our income being generated in higher tax jurisdictions, partially offset by a decrease in non-deductible equity 
compensation in 2010. State taxes and non-deductible equity compensation are the primary reasons our tax rate is higher than the statutory 
federal rate of 35%. We have significant operations located in New York City that are subject to state and local tax rates that are higher than the 
tax rates assessed by other jurisdictions where we operate.  
   
As previously disclosed, our 2003 – 2007 New York state income tax returns have been under examination and in May 2010, we reached a 
tentative settlement agreement with the state, which includes extending the settlement to include the 2008 income tax return.  The company 
will also file New York City tax returns during the third quarter of 2010 for the corresponding years reflecting, among other things, the 
outcome of the state examination. The company has accrued for these uncertain tax positions in prior periods and, as a result, the resolution of 
these matters did not have a material effect on the provision for income taxes.  Approximately $4.5 million of previously unrecognized tax 
benefits related to these matters, including accrued interest, will be paid during the second half of 2010. This amount is included in the 
Condensed Consolidated Balance Sheets as a component of “Accrued income taxes”. During the second quarter of 2010, the company recorded 
the impact of the tentative settlement by accruing additional unrecognized tax benefits of $0.7 million, which after considering the related 
interest accrual and offsetting federal and state income tax benefits, resulted in a $0.4 million increase in the provision for income taxes.  
   
In addition, Congress is currently considering legislation that would extend the research and development credit for 2010 which would result in 
a favorable impact on our 2010 effective tax rate.  
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Net Income  
   
Our net income was $6.3 million for the six months ended June 30, 2010 compared to $6.2 million for the prior year, an increase of $0.1 
million, or 1%. The change from the prior year was the result of net costs related to the litigation provision for a shareholder derivative action 
of approximately $1.6 million offset by growth in our bankruptcy and eDiscovery segments and a decline in our settlement administration 
segment, due primarily to the conclusion of the analog to digital conversion contract.  
   
Results of Operations by Segment  
   
The following segment discussion is presented on a basis consistent with our segment disclosure contained in Note 6 of our Notes to 
Condensed Consolidated Financial Statements.  
   
eDiscovery Segment  
   
eDiscovery operating revenue before reimbursed direct costs for the six months ended June 30, 2010 was $36.6 million, an increase of $8.2 
million, or 29%, compared to the prior year.  The change from the prior year is primarily related to an increase in hosting and document review 
services.  
   
eDiscovery direct and administrative costs, including reimbursed direct costs, were $21.1 million for the six months ended June 30, 2010, an 
increase of $2.0 million, or 10%, compared to the prior year.  This change was a result of a net increase in direct and administrative costs which 
primarily were in support of expanded business services compared to the prior year.  
   
Bankruptcy Segment  
   
Bankruptcy operating revenue before reimbursed direct costs for the six months ended June 30, 2010 was $49.0 million, an increase of $7.6 
million, or 18%, compared to $41.4 million in the prior year. This increase was primarily attributable to new corporate restructuring 
engagements during 2009 and 2010; as well as an increase in bankruptcy trustee fees, associated with higher average deposit balances.  
   
Bankruptcy direct and administrative costs, including reimbursed direct costs, increased $1.9 million, or 8%, to $27.1 million for the six 
months ended June 30, 2010, compared to $25.2 million in the prior year. The increases in these costs were primarily related to an increase of 
$1.6 million in compensation related expense and $0.4 million in technology costs related to the business growth and a $0.3 million increase in 
reimbursed direct costs, which directly corresponded to the increase in operating revenue from reimbursed direct costs.  
   
Settlement Administration Segment  
   
Settlement administration operating revenue before reimbursed direct costs was $19.6 million in the six months ended June 30, 2010, a 
decrease of $20.4 million, or 51%, compared to the prior year, primarily due to the expected conclusion of the major analog to digital 
conversion contract.  
   
Settlement administration direct and administrative costs, including reimbursed direct costs, for the six months ended June 30, 2010 were $27.8 
million, a decrease of $13.8 million, or 33%, compared to $41.6 million in the prior year, primarily due to the direct and administrative costs 
associated with the conclusion of the major analog to digital conversion contract.  
   
Liquidity and Capital Resources  
   
Cash flows from operating activities  
   
During the six months ended June 30, 2010, our operating activities provided net cash of $16.3 million. Contributing to net cash provided by 
operating activities was net income of $6.3 million and non-cash expenses, such as depreciation and amortization and share-based 
compensation expense, of $14.1 million. These items were partially offset by a $4.1 million net use of cash resulting from changes in operating 
assets and liabilities. The most significant changes in operating assets and liabilities were a $9.7  
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million increase in accounts payable and other liabilities and a $13.3 million increase in trade accounts receivable. Trade accounts receivable 
will fluctuate from period to period depending on the timing of sales and collections. Accounts payable will fluctuate from period to period 
depending on timing of purchases and payments.  
   
Cash flows from investing activities  
   
During the six months ended June 30, 2010, we used cash of $5.5 million for the purchase of property and equipment, including computer 
hardware, purchased software licenses primarily for our eDiscovery business, and purchased computer hardware primarily for our bankruptcy 
trustee business. Enhancements to our existing software and the development of new software is essential to our continued growth, and, during 
the six months ended June 30, 2010, we used cash of $4.4 million to fund internal costs related to the development of software for which 
technological feasibility had been established. We believe that cash generated from operations will be adequate to fund our anticipated 
property, equipment, and software spending over the next year.  
   
Cash flows from financing activities  
   
During the six months ended June 30, 2010, we used cash of $22.8 million upon maturity of our contingent convertible subordinated notes 
(“convertible notes”), approximately $2.9 million for the payment of long-term obligations, including capital lease payments, and $1.4 million 
for debt issuance costs related to the amendment of our revolving credit facility; these uses of cash were partially offset by $0.7 million of net 
proceeds from stock issued in connection with the exercise of employee stock options. We also recognized a portion of the tax benefit related to 
the exercise of stock options as a financing source of cash.  
   
Recent financing activities  
   
Contingent Convertible Subordinated Notes:   On June 15, 2010, the remaining convertible notes matured, resulting in a cash payment of $22.8 
million, plus accrued interest. On or about June 11, 2010, prior to the maturity date, $27.2 million of notes were converted into 2.3 million 
shares of common stock at a conversion price of $11.67. The original $50.0 million of contingent convertible notes were issued in June 2004 
with a fixed 4% per annum interest rate and an original maturity of June 15, 2007.  The holders of the convertible notes had the right to extend 
the maturity date by up to three years.  In April 2007, the holders exercised this right and the maturity date of the convertible notes was 
extended to June 15, 2010.  
   
Revolving Credit Agreement:   We amended our credit facility during the second quarter of 2010 to increase the aggregate amount of funds 
available from $100.0 million to $140.0 million and extending the maturity date to June 2014. During the term of the credit facility, we have 
the right, subject to compliance with our covenants, to increase the borrowings to $200.0 million.  The credit facility is secured by liens on our 
land and buildings and a significant portion of our furniture and equipment.  Interest on the credit facility is generally based on a spread, 
ranging between 225 and 325 basis points, over the LIBOR rate.  There were no amounts borrowed under the senior revolving loan as of 
June 30, 2010 or December 31, 2009.  
   
As of June 30, 2010, significant financial covenants, all as defined within our credit facility agreement, include a leverage ratio not to exceed 
3.00 to 1.00, a fixed charge coverage ratio of not less than 1.25 to 1.00, and a current ratio of not less than 1.50 to 1.00.  As of June 30, 2010, 
we were in compliance with all financial covenants.  
   
Other restrictive covenants contained in our credit facility include limitations on incurring additional indebtedness and completing acquisitions. 
We generally cannot incur indebtedness outside the credit facility, with the exceptions of capital leases, with a limit of $15.0 million, and 
subordinated debt, with a limit of $100.0 million of aggregate subordinated debt. Generally, for acquisitions we must be able to demonstrate 
that, on a pro forma basis, we would be in compliance with our covenants during the four quarters prior to the acquisition, and bank permission 
must be obtained for acquisitions in which cash consideration exceeds $80.0 million or total consideration exceeds $125.0 million.  
   
Share Repurchase Program:   On June 23, 2010 our Board of Directors authorized $35 million for share repurchases (the “Share Repurchase 
Program”). Repurchases may be made pursuant to the Share Repurchase Program from time to time at prevailing market prices in the open 
market or in privately negotiated purchases, or both. The company may utilize one or more plans with its brokers or banks for pre-authorized 
purchases within defined limits pursuant to SEC Rule 10b5-1 to effect all or a portion of the repurchases. Prior to June 30, 2010, we purchased 
125,440 shares of common stock for approximately $1.7 million, at an average cost of $13.19 per share.  These shares had trade dates on or 
prior to June 30, 2010, but did not  
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settle until after June 30, 2010.  As we were obligated to purchase these shares as of the trade date, they have been included in Treasury Stock 
as of the trade date, and we have accrued a liability for the settlement of the transactions that occurred prior to June 30, 2010. These trades 
settled subsequent to quarter end.  
   
Subsequent to quarter end we have purchased approximately 938,000 shares of common stock for approximately $12.1 million, at an average 
cost of $12.88 per share.  
   
Dividends:   On June 23, 2010, our Board of Directors declared our first cash dividend of $0.035 per share, payable on August 12, 2010 to 
shareholders of record at the close of business on July 15, 2010.  Dividends payable of approximately $1.3 million is included as a component 
of “Other accrued liabilities” on the Condensed Consolidated Balance Sheets at June 30, 2010.  
   
We believe that funds generated from operations, plus our existing cash resources and amounts available under our credit facility, will be 
sufficient to meet our currently anticipated working capital requirements, internal software development expenditures, property, equipment and 
third party software expenditures, deferred acquisition price agreements, capital leases, interest payments due on our outstanding borrowings, 
and other contractual obligations.  
   
In addition, we believe we could fund any future acquisitions, dividend payments, or common stock repurchases with our internally available 
cash, cash generated from operations, our existing available debt capacity, or from the issuance of additional securities.  
   
Off-balance Sheet Arrangements  
   
We generally do not utilize off-balance sheet arrangements in our operations; however, we enter into operating leases in the normal course of 
business.  Our operating lease obligations are disclosed in Note 6 of the Notes to Consolidated Financial Statements contained in our Annual 
Report on Form 10-K for the year ended December 31, 2009.  
   
Critical Accounting Policies  
   
In our Annual Report on Form 10-K for the year ended December 31, 2009, we disclose accounting policies, referred to as critical accounting 
policies, that require management to use significant judgment or that require significant estimates.  Management regularly reviews the selection 
and application of our critical accounting policies.  There have been no updates to the critical accounting policies contained in our Annual 
Report on Form 10-K for the year ended December 31, 2009.  
   
Recently Adopted Accounting Pronouncements  
   
In January 2010, the FASB issued updated guidance that requires entities to disclose separately the amounts of significant transfers in and out 
of Level 1 and Level 2 fair value measurements and describe the reasons for the transfers. In addition, the update requires entities to present 
separately information about purchases, sales, issuances, and settlements in the reconciliation for fair value measurements using significant 
unobservable inputs (Level 3). The disclosures related to Level 1 and Level 2 fair value measurements are effective for us in 2010, and are 
included in Note 8. The update required new disclosures only, and had no impact on our consolidated financial position, results of operations, 
or cash flows. The disclosures related to Level 3 fair value measurements are effective for us in 2011. This update also only requires new 
disclosures, and will have no impact on our consolidated financial position, results of operations, or cash flows.  
   
Recently Issued Accounting Pronouncements Not Yet Adopted  
   
In October 2009, the FASB issued new standards for revenue recognition with multiple deliverables. These new standards require entities to 
allocate revenue in an arrangement using estimated selling prices of the delivered goods and services based on a selling price hierarchy. The 
amendments eliminate the residual method of revenue allocation and require revenue to be allocated using the relative selling price method. 
These new standards are effective for us beginning in the first quarter of fiscal year 2011, however early adoption is permitted. We are 
currently evaluating both the timing and the impact of the pending adoption of these standards on our consolidated financial statements.  
   
In October 2009, the FASB issued new standards for the accounting for certain revenue arrangements that include software elements. These 
new standards amend the scope of pre-existing software revenue guidance by removing from the guidance non-software components of 
tangible products and certain software components of tangible products.  These new standards  
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are effective for us beginning in the first quarter of fiscal year 2011, however early adoption is permitted. We are currently evaluating both the 
timing and the impact of the pending adoption of these standards on our consolidated financial statements.  
   
Forward-Looking Statements  
   
In this report, in other filings with the SEC and in press releases and other public statements by our officers throughout the year, Epiq 
Systems, Inc. makes or will make statements that plan for or anticipate the future.  These forward-looking statements include statements about 
our future business plans and strategies, and other statements that are not historical in nature.  These forward-looking statements are based on 
our current expectations.  In this Quarterly Report on Form 10-Q, we make statements that plan for or anticipate the future.  Many of these 
statements are found in the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” section of this report.  
   
Forward-looking statements may be identified by words or phrases such as “believe,” “expect,” “anticipate,” “should,” “planned,” “may,” 
“estimated,” “goal,” “objective” and “potential.”  Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities 
Exchange Act of 1934, as amended, provide a “safe harbor” for forward-looking statements.  Because forward-looking statements involve 
future risks and uncertainties, listed below are a variety of factors that could cause actual results and experience to differ materially from the 
anticipated results or other expectations expressed in our forward-looking statements.  These factors include (1) any material changes in our 
total number of client engagements and the volume associated with each engagement, (2) any material changes in our client’s deposit portfolio 
or the services required or selected by our clients in engagements, (3) material changes in the number of bankruptcy filings, class action filings 
or mass tort actions each year, (4) risks associated with handling of confidential data and compliance with information privacy laws, 
(5) changes in or the effects of pricing structures and arrangements, (6) risks associated with the integration of acquisitions into our existing 
business operations, (7) risks associated with indebtedness, (8) risks associated with foreign currency fluctuations, (9) risks associated with 
developing and providing software and internet-based technology solutions to our clients, and (10) other risks detailed from time to time in our 
SEC filings, including our annual report on Form 10-K. In addition, there may be other factors not included in our SEC filings that may cause 
actual results to differ materially from any forward-looking statements. We undertake no obligation to update publicly or revise any forward-
looking statements contained herein to reflect future events or developments.  
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Item 3.     Quantitative and Qualitative Disclosures About Market Risk  
   
The principal market risks to which we are exposed include interest rates under our senior revolving credit facility, foreign exchange rates 
giving rise to translation, and fluctuations in short-term interest rates on a portion of our bankruptcy trustee revenue.  
   
Interest on our senior revolving credit facility is generally based on a spread, not to exceed 325 basis points over the LIBOR rate. There were 
no amounts due under our senior revolving credit facility as of June 30, 2010; therefore, we had no market risk exposure.  
   
We have limited operations outside of the United States, therefore, a portion of our revenues and expenses are incurred in a currency other than 
U.S. dollars. We do not utilize hedge instruments to manage the exposures associated with fluctuating currency exchange rates.  The 
company’s operating results are exposed to changes in exchange rates between the U.S. dollar and the functional currency of the countries 
where we have operations. When the U.S. dollar weakens against foreign currencies, the dollar value of revenues and expenses denominated in 
foreign currencies increases. When the U.S. dollar strengthens, the opposite situation occurs.  
   
We currently do not hold any interest rate floor options or other derivatives.  
   
Item 4.             Controls and Procedures  
   
An evaluation was carried out by the Epiq Systems, Inc.’s Chief Executive Officer and Chief Financial Officer of the effectiveness of the 
design and operations of the company’s disclosure controls and procedures as defined in Exchange Act Rule 13a-15(e).  Based on this 
evaluation, our management, including the CEO and CFO, concluded that our disclosure controls and procedures are effective.  Disclosure 
controls and procedures are designed to ensure that information required to be disclosed by the company in its periodic filings with the SEC is 
recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms.  Disclosure controls and 
procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by the company in 
the reports that it files or submits to the SEC is accumulated and communicated to company’s management, including its principal executive 
and principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure.  
   
There have been no changes in our internal controls over financial reporting during the quarter covered by this report that have materially 
affected, or are reasonably likely to materially affect, our internal controls over financial reporting.  
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PART II - OTHER INFORMATION.  
   

Item 1 .             Legal Proceedings  
   
Purported Derivative Shareholder Complaint  
   
As previously reported, on July 29, 2008, the Alaska Electrical Pension Fund filed a putative shareholder derivative action on behalf of Epiq 
Systems, Inc. in the U.S. District Court for the District of Kansas (the “Court”) (Civil Action No. 08-CV-2344 CM/JPO), alleging, among other 
things, improper conduct by each of our current directors and certain current and former executive officers and directors regarding stock option 
grants. The company has stated consistently that the claims made in the action are meritless.  
   
As previously reported, on April 27, 2010, on the determination of the company’s Board of Directors, the company entered into a Stipulation of 
Settlement (previously filed as Exhibit 99.1 to the Company’s Current Report on Form 8-K dated April 27, 2010) (the “Settlement 
Agreement”) with plaintiff and defendants relating to the settlement of this litigation and mutual release of claims.  Upon the Court’s final 
approval, this Settlement Agreement will result in the dismissal with prejudice of the lawsuit and all claims contained therein. There can be no 
assurance that the Court will approve the Settlement Agreement.  
   
The company has determined that the settlement is in the best interests of the company and its shareholders because, among other things, it will 
avoid the continuing expense and distraction involved in further defending against the claims, and it is expected to terminate this litigation in a 
more favorable time frame for Epiq Systems and its shareholders.  
   
As set forth more fully in the Settlement Agreement, the agreement contains an express denial of liability, denial of wrongdoing, and a denial 
of any improper conduct by the defendants, and requires no disgorgement, no payment of damages, no cancellation of stock options nor any 
recovery from any of the defendants.  The company and its insurance carrier will pay plaintiff’s counsel’s fees and expenses, which plaintiff’s 
counsel will seek in an amount not to exceed $3.5 million.  The Settlement Agreement requires dismissal of the complaint with prejudice 
following final Court approval of the settlement and provides for the implementation and/or maintenance of certain corporate governance 
measures by the company during a specified period of time.  
   
On June 22, 2010, the U.S. District Court for the District of Kansas entered an order preliminarily approving the Settlement Agreement. A final 
hearing is scheduled for August 24, 2010.  
   
Item 1A .          Risk Factors  
   
There have been no material changes in our Risk Factors from those disclosed in our Annual Report on Form 10-K for the year ended 
December 31, 2009.  
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Item 2 .             Unregistered Sales of Equity Securities and Use of Proceeds  
   
The following table presents the total number of shares purchased during the quarter ended June 30, 2010, the average price paid per share, the 
number of shares that were purchased as part of a publicly announced repurchase program, and the maximum number (or approximate dollar 
value) of shares that may yet be purchased under a share repurchase program.  
   
We have a share repurchase program that authorizes us to purchase shares of common stock in order to increase shareholder value. We also 
have a policy that requires shares to be repurchased by the company to satisfy tax withholding obligations upon the vesting of restricted stock 
awards.  
   

   

(1)   On June 23, 2010 our Board of Directors authorized $35 million for share repurchases, which we announced on June 23, 2010.  
   
(2)   Includes brokerage commissions paid by the Company.  
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Period  
   

Total Number of  
Shares Purchased  

   
Average Price Paid per  

Share(2)  
   

Total Number of  
Shares Purchased as  

Part of Publicly  
Announced Plans or  

Programs  
   

Maximum Number (or  
Approximate Dollar  
Value) of Shares that  

May Yet Be Purchased  
Under the Plans or  

Programs(1)(2)  
   

                          
April  

   —
   —

   —
   —

   
May  

   —
   —

   —
   —

   
June  

   125,440 
   $ 13.1907 

   125,440 
   $ 33,345,359 

   
                          
Total Activity for the Quarter Ended 

June 30, 2010  
   125,440 

   $ 13.1907 
   125,440 

   $ 33,345,359 
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Item 6 .            Exhibits  
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10.1  
   

1995 Stock Option Plan, as amended and restated on June 2, 2010 (incorporated by reference to exhibit 10.1 to the Current 
Report on Form 8-K filed with the Securities and Exchange Commission (“SEC”) on June 4, 2010).  

         
10.2  

   
2004 Equity Incentive Plan, as amended and restated on June 2, 2010 (incorporated by reference to exhibit 10.2 to the 
Current Report on Form 8-K filed with the SEC on June 4, 2010).  

         
10.3  

   

Third Amended and Restated Credit and Security Agreement dated as of June 9, 2010, among Epiq Systems, Inc. and the 
domestic subsidiary borrowers named therein, KeyBank National Association, as Lead Arranger, Sole Book Runner and 
Administrative Agent, Silicon Valley Bank as Syndication Agent, Compass Bank and PNC Bank National Association as 
Co-Documentation Agents, and the lenders named therein (incorporated by reference to exhibit 10.1 to the Current Report 
on Form 8-K filed with the SEC on June 15, 2010).  

         
31.1  

   
Certifications of Chief Executive Officer of the Company under Rule 13a-14(a), as adopted pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.  

         
31.2  

   
Certifications of Chief Financial Officer of the Company under Rule 13a-14(a), as adopted pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.  

         
32.1  

   Certifications of CEO and CFO pursuant to 18 U.S.C. Section 1350.  
         
99.1  

   

Stipulation of Settlement (Alaska Electrical Pension Fund v. Tom W. Olofson, et al., Case No.: 08-CV-2344 CM/JPO) 
incorporated by reference and previously filed as an exhibit to the Current Report on Form 8-K filed with the SEC on 
April 27, 2010.  
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SIGNATURES  
   

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has caused this report to be signed on 
its behalf by the undersigned, thereunto duly authorized.  
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Epiq Systems, Inc .  

         
Date:   July 28, 2010  

   
/s/ Tom W. Olofson  

      
Tom W. Olofson  

      
Chairman of the Board  

      
Chief Executive Officer  

      
Director  

      
(Principal Executive Officer)  

         
         
Date:   July 28, 2010  

   
/s/ Elizabeth M. Braham  

      
Elizabeth M. Braham  

      
Executive Vice President, Chief Financial Officer  

      
(Principal Financial & Accounting Officer)  



Exhibit 31.1 
  

CERTIFICATIONS  
   

I, Tom W. Olofson, certify that:  
   

1.                I have reviewed this quarterly report on Form 10-Q of Epiq Systems, Inc.;  
   
2.                Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report;  

   
3.                Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 

respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  
   
4.                The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 

defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act 
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

   
(a)           designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to 
us by others within those entities, particularly during the period in which this report is being prepared;  

   
(b)          designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 

our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles;  

   
(c)           evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 

the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and  

   
(d)          disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 

most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and  

   
5.                The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 

reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

   
(a)           all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 

reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  
   
(b)          any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 

internal control over financial reporting.  
   

Date:                                             July 28, 2010  
   

   

/s/ Tom W. Olofson  
   

Tom W. Olofson  
   

Chairman of the Board  
   

Chief Executive Officer  
   



Exhibit 31.2 
  

CERTIFICATIONS  
   

I, Elizabeth M. Braham, certify that:  
   

1.                I have reviewed this quarterly report on Form 10-Q of Epiq Systems, Inc.;  
   
2.                Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report;  

   
3.                Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 

respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  
   
4.                The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 

defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act 
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

   
(a)           designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to 
us by others within those entities, particularly during the period in which this report is being prepared;  

   
(b)          designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 

our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles;  

   
(c)           evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 

the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and  

   
(d)          disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 

most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and  

   
5.                The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 

reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

   
(a)           all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 

reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  
   
(b)          any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 

internal control over financial reporting.  
   

Date:                July 28, 2010  
   

   

/s/ Elizabeth M. Braham  
   

Elizabeth M. Braham  
   

Executive Vice President, Chief Financial Officer  
   



Exhibit 32.1 
  

CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350.  
   

I, Tom W. Olofson, Chief Executive Officer of Epiq Systems, Inc. (the “Company”), hereby certify pursuant to Section 1350, of chapter 63 of 
title 18, United States Code, and Section 906 of the Sarbanes — Oxley Act of 2002, that, to the best of my knowledge, (1) the quarterly report 
on Form 10-Q of the Company to which this Exhibit is attached (the “Report”) fully complies with the requirements of section 15(d) of the 
Securities Exchange Act of 1934, and (2) the information contained in the Report fairly presents, in all material respects, the financial condition 
and results of operations of the Company.  

   
   

   
   
I, Elizabeth M. Braham, Chief Financial Officer of Epiq Systems, Inc. (the “Company”), hereby certify pursuant to Section 1350, of chapter 63 
of title 18, United States Code, and Section 906 of the Sarbanes — Oxley Act of 2002, that, to the best of my knowledge, (1) the quarterly 
report on Form 10-Q of the Company to which this Exhibit is attached (the “Report”) fully complies with the requirements of section 15(d) of 
the Securities Exchange Act of 1934, and (2) the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company.  
   
   

   

/s/ Tom W. Olofson  
   

Tom W. Olofson  
   

      
Dated:   July 28, 2010  

   

/s/ Elizabeth M. Braham  
   

Elizabeth M. Braham  
   

      
Dated:   July 28, 2010  

   


