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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
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For the quarterly period ended: August 31, 2009

or
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Commission File Number: 0-7900
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past 90 days. Yexl No[O

Indicate by check mark whether the Registrant basnitted electronically and posted on its corpokieb site, if any, every Interactive Data
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for such shorter period that the Registrant wasired to submit and post such files). Yds No O
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PART I - FINANCIAL INFORMATION

LIFE PARTNERS HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS
AUGUST 31, 2009 (Unaudited) AND FEBRUARY 28, 2009

Page 1 of 2
ASSETS
August 31,  February 28,
2009 2009
CURRENT ASSETS
Cash and cash equivalel $ 18,484,61 $ 15,261,21
Certificates of depos 100,36 3,033,60:
Accounts receivabl- trade 10,290,45 10,057,38
Accounts receivabl- employees and othe 328,62 157,14¢
Notes receivabl 568,07¢ 554,91¢
Income tax overpaymel 123,08: -
Prepaid expens¢ 135,60 141,28t
Total current asse 30,030,82 29,205,55
PROPERTY AND EQUIPMENT
Land and building 2,262,411 2,131,28!
Proprietary softwar 511,40! 499,04¢
Furniture, fixtures and equipme 1,451,31 1,298,59!
Transportation equipme 9,80( 9,80(
Subtotal 4,234,93! 3,938,73
Accumulated depreciation (1,498,42) (1,344,24)
Net property and equipme 2,736,51. 2,594,48
OTHER ASSETS
Premium advances net of reserve for uncollectib®6¢024,157 and $5,416,621, respecti - -
Investment in securitie 4,209,31! 2,704,06:
Investments in policies, including capitalized prems 16,210,68 8,878,71!
Investment in corporation/partnersl 5,281,29 4,935,87!
Artifacts and othe 831,70( 831,70(
Deferred income taxes 2,982,33 3,227,42
Total other asse’ 29,515,32 20,577,78
Total assets $ 62,282,65 $ 52,377,82

See the accompanying summary of accounting polanesnotes to the financial statements.




LIFE PARTNERS HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS
AUGUST 31, 2009 (Unaudited) AND FEBRUARY 28, 2009
Page 2 of 2

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Accounts payabl

Accrued liabilities

Dividends payabli

Accrued settlement expen
Current portion of lon-term deb!
Deferred revenue

Income taxes payab

Total current liabilities
LONG-TERM DEBT, net of current portion shown abc
Total liabilities
SHAREHOLDERS' EQUITY
Common stock, $.01 par value 18,750,000 share®argil; 15,024,354 shares issued and outstar
Additional paic-in capital
Retained earning
Accumulated other comprehensive loss, net of t
Less: treasury stock, 165,338 she

Total shareholders' equi

Total liabilities and shareholders' equ

August 31,  February 28,
2009 2009

$ 5,161,58 $ 5,068,96.

1,390,03: 527,12t

3,719,19. 1,043,311

344,24 462,34:

- 42,717

235,30( 227,30(

- 244,33:

10,850,36 7,616,09.

- 736,35t

10,850,36 8,352,45I

150,24: 150,24:

11,460,31 11,460,31

42,948,67 36,348,52

(1,491,86) (2,298,641

(1,635,06) (1,635,06)

51,432,29 44,025,37

$ 62,282,65 $ 52,377,82

See the accompanying summary of accounting polanesnotes to the financial statements.




LIFE PARTNERS HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF INCOME

FOR THE THREE AND SIX MONTHS ENDED AUGUST 31, 2009AND 2008

REVENUES

BROKERAGE FEES

REVENUES, NET OF BROKERAGE FEE

OPERATING AND ADMINISTRATIVE EXPENSES

General and administratiy
Premium advances, n
Settlement cost
Depreciation

Total operating and administrative exper

INCOME FROM OPERATIONS
OTHER INCOME (EXPENSES!

Interest and other incon

Interest expense

Total other income and exper
INCOME BEFORE INCOME TAXES
INCOME TAXES:

Current tax expens

Deferred tax benefit

Total income taxes
NET INCOME

EARNINGS:
Per share - Basic and diluted

AVERAGE COMMON AND COMMON EQUIVALENT SHARES

OUTSTANDING: Basic and diluted

THE COMPONENTS OF COMPREHENSIVE INCOM

Net income

Unrealized gains (losses) on investment securiiesof taxes

COMPREHENSIVE INCOME

(Unaudited)
Three Months Six Months

Ended August 31, Ended August 31,

2009 2008 2009 2008
$ 29,05556 $ 24,788,72 $ 56,499,17 $ 49,226,87
12,853,62 11,376,77 25,011,74 23,554,64
16,201,94 13,411,95 31,487,422 25,672,22
3,307,291 2,882,571 6,963,34! 5,226,84
394,51( 507,99: 806,72! 768,36:
1,296,46: 416,85: 1,476,57 562,37:
79,47¢ 83,64 154,18« 160,61
5,077,73 3,891,06. 9,400,83 6,718,18!
11,124,20 9,520,89. 22,086,58 18,954,04
536,95. 498,57 1,286,14 885,25¢
- (15,23¢) (46,98%) (34,639
536,95 483,33t 1,239,15! 850,61
11,661,15 10,004,22 23,325,74 19,804,66
4,124,15. 3,518,89. 8,444,58! 7,155,211
(88,017) (118,15!) (189,32¢) (202,61)
4,036,13! 3,400,73 8,255,26, 6,952,59!
$ 762501 $ 6,60349 $ 15,070,48 $ 12,852,06
$ 051 $ O 1.01 $ 0.8¢
14,859,01 14,859,01 14,859,01 14,873,20
$ 762501 $ 6,60349 $ 15,070,48 $ 12,852,06
268,41¢ (572,667) 806,77: (456,89!)
$ 789343 $ 6,030,820 $ 15,877,25 $ 12,395,17

See the accompanying summary of accounting polanesnotes to the financial statements.




LIFE PARTNERS HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE SIX MONTHS ENDED AUGUST 31, 2009 AND 2008
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to operatirty/aies:
Depreciatior
Impairment of investment in policie
Earnings on partnership investm
Deferred income taxe
(Increase) decrease in operating ast
Accounts receivabl
Note receivablt
Overpayment in income tax
Prepaid expense
Increase (decrease) in operating liabilit|
Accounts payabl
Accrued liabilities
Accrued settlement expen
Income taxes payab
Deferred revenue
Net cash provided by operating activit
CASH FLOWS FROM INVESTING ACTIVITIES
Investment in certificates of depo
Certificate of deposit maturitie
Investment in income func
Purchases of property and equiprr
Return of investment in corporatis

Purchase of policies for investment purposes apdateed premium:

Net cash used in investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from she«-term notes payabl
Payments on she«term notes payab
Payment on notes payal
Purchases of treasury sha
Dividend payable
Dividends paid

Net cash used in financing activities

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

CASH AND CASH EQUIVALENTS, END OF PERIOD

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIOI
Interest paid, net of capitalized amou

Income taxes pai

SUPPLEMENTAL DISCLOSURES OF NONCASH ITEM.
Accrued interest receivable

Unrealized gain (loss) on marketable securitiesphtaxes
Dividends declared and not paid by period end

Six Months
Ended August 31,

2009

2008

(Restated)

$ 15,070,48 $ 12,852,06

154,18 160,61
33,84( -
(426,78)) -
(189,32 (202,61
(404,549  (13,808,78)
(13,167) (16,979
(123,08) -
5,677 51,03
92,62¢ 2,605,31:
862,90° (40,619
(118,09)) -
(244,33) 1,977,14:
8,00( 7,50(

14,708,40 3,584,67'
- (827,265)
2,933,23! -
(264,06 (399,90
(296,209 (276,94))
81,36¢ -
(7,365,81)  (5,266,59)
(4,911,47) __ (6,770,70)
- 2,000,00!

- (2,000,00)
(779,07 (370,81)
- (699,05))
(5,794,45)  (1,543,96)
(6,573,53) __ (2,613,83)
3,223,39. (5,799,86)
15,261,21 7,112,54

$ 1848461 $ 131268

$ 46,98t $ 34,63

$ 8,812,000 $ 5,178,00

$ 13,16 $ 16,97:

$  806,77: $__ (456,89)

$ 3,71573 $ 832,10

See accompanying summary of accounting policiesnatek to financial statements.




Life Partners Holdings, Inc.
Notes to Consolidated Condensed Financial Statement
August 31, 2009

(Unaudited)

Reclassifications and Adjustments

Certain reclassifications have been made to ther preriods’financial statements to conform to the current yeasentation. Tt
reclassifications had no effect on previously régbresults of operations or retained earningis. hanagemend’ opinion that all adjustmel
necessary for a fair statement of the resultshferinterim period have been made and that all &dprsts are of a normal recurring nature.

Special Note Regarding Forward-Looking Statements

Certain statements in this quarterly report on F&f) concerning our business prospects or future fishperformance, anticipat
revenues, expenses, profitability or other finahiteans, estimates as to size, growth in or prgédaevenues from the life settlement ma
developments in industry regulations and the appba of such regulations, and our strategies, land objectives, together with ot
statements that are not historical facts, are “éwdrooking statementsis that term is defined under the federal secaritievs. All of thes
forwarddooking statements are based on information aviailads us on the date hereof, and we assume noabibligto update any su
forwarddooking statements. You should carefully review tisks described herein and in other documentsildrbm time to time with th
Securities and Exchange Commission, (“SEC”), initlgdour Annual Report on Form 10-K for the year ethd=ebruary 28, 2009 Kisca
2009"), particularly in the sections entitled “ItetA — Risk Factors” and “ltem 7 - ManagemenDiscussion and Analysis of Finan
Condition and Results of Operations”. We do notartake any obligation to release publicly any riewis to such forwardboking statemen
to reflect events or uncertainties after the datedf or reflect the occurrence of unanticipateghés.

Unaudited Interim Financial Information

These Consolidated Condensed Financial Statements heen prepared without audit, pursuant to thkesrand regulations of t
SEC, and reflect all adjustments that are, in fhieion of management, necessary for a fair stat¢mwietine results for the interim periods, ¢
basis consistent with the annual audited finanstatements. All such adjustments are of a normalrring nature. Certain informatic
accounting policies, and footnote disclosures ndlymacluded in financial statements prepared ircadance with generally accep
accounting principles have been omitted pursuasutdn rules and regulations, although we beliea¢ tiie disclosures are adequate to r
the financial statements and information presentdmisleading. These financial statements shoaldelad in conjunction with the financ
statements and the summary of significant accogmolicies and notes thereto included in our mesént Annual Report on Form 10-K.

(1) DESCRIPTION OF BUSINESS

Life Partners Holdings, Inc. (“we” or “Life Partreg) is a financial services company and the parent emypmf Life Partners, In
(“LPI™). LPI is the oldest and one of the most active corigsaim the United States engaged in the secondarienfor life insurance knov
generally as “life settlementsl.P| performs services to transact policies betwenseller and buyer of life insurance policiesthaut taking
titte or control of the policies. These financiednsactions involve the purchase of life insurapckcies at a discount to their face value
investment purposes.




(2) NEW ACCOUNTING PRONOUNCEMENTS

In September 2006, the Financial Accounting StatslaBoard (“FASB”) issued Statement No. 157 Fair Value
Measuremen” (“SFAS No. 157").SFAS No. 157 addresses how companies should metsuneaalue when they are required to use a
value measure for recognition or disclosure purpaseler Generally Accepted Accounting PrincipleSAAP”). SFAS No. 157 defines f:
value, establishes a framework for measuring falue’ and expands disclosures about fair value measunts. SFAS No. 157 is effective
fiscal years beginning after November 15, 2007eé&ffre March 1, 2008, management adopted SFAS iiivthe exception of certain non-
financial assets and non-financial liabilities thve¢re specifically deferred by SFAS No. 187 February 2008, the FASB issued ¢
Position No. SFAS 157-2 (FSP No.157Rjfective Date of FASB Statement No. 187at defers the effective date of SFAS 157 todiyear
beginning after November 15, 2008, for certain imaaricial assets and nonfinancial liabilities. Adoptof SFAS 1572 at March 1, 2009, d
not have a material impact on our financial cooditiresults of operations or cash flows. In ApfiDQ, the FASB issued Staff Position
SFAS 157-4 (FSP No.157-4petermining Fair Value When the Volume and LeveAdtivity for the Asset or Liability Have Signifitdy
Decreased and ldentifying Transactions That Are 8aderly, that provides additional guidance for estimatinig ¥@lue in accordance wi
FASB Statement No. 157, when the volume and le¥elctivity for the asset or liability have signifiotly decreased. FSP No. 187alsc
includes guidance on identifying circumstances thdicate a transaction is not orderly. AdoptionR8P No. 1574 during the six montl
ended August 31, 2009, had no impact on our firdmandition, results of operations or cash flows.

In December 2007, the FASB issued Statement No, 166 -C ontrolling Interests in Consolidated FinaalcStatements — an
amendment of ARB No. 55FAS No. 160, among other things, provides guideand establishes amended accounting and repsttindarc
for a parent company’s narentrolling interest in a subsidiary. SFAS No. 168s adopted on March 1, 2009, and had no impaaiu
financial condition, results of operations or céskws.

In March 2008, the FASB issued Statement No. IBisclosures about Derivative Instruments and Hedgkrctivities (“SFAS
161"). SFAS No. 161 expands the disclosure requeresin SFAS No. 133Accounting for Derivative Instruments and Hedgingfivities
about an entitys derivative instruments and hedging activitiesoptéd on March 1, 2009, we currently have no déxiga and hedgir
activities and so the adoption of SFAS No. 161 madmpact on our financial condition, results okogtions or cash flows.

In May 2008, the FASB issued Statement No. Tl6% Hierarchy of Generally Accepted Accounting Eiples (“SFAS 162"). SFAS
162 identifies the sources of accounting principdesl the framework for selecting the principlesb®used in the preparation of finan
statements of nongovernmental entities that argepted in conformity with GAAP. SFAS 162 directs tBAAP hierarchy to the entity, not"
independent auditors, as the entity is respon$iblselecting accounting principles for financitdtements that are presented in conformity
GAAP. SFAS 162 became effective 60 days following EECS approval of the Public Company Accounting OvédrsBoard amendments
remove the GAAP hierarchy from the auditing staddamwhich was November 15, 2008. SFAS 162 doehaoé¢ a material impact on «
financial condition, results of operations or céskws.

In April 2009, FASB issued FSP No. 107-1/APB 28+iterim Disclosures about Fair Value of Financialstruments.Entities sha
include disclosures about the fair value of finahdéhstruments whenever it issues summarized fia&reformation for interim reportir
periods. Entities shall disclose in the body othia accompanying notes of its summarized finarinfarmation the fair value of all financ
instruments for which it is practicable to estim#tat value, whether recognized or not recognizethé statement of financial position,
required by Statement 107. Adopted March 1, 208® E07-1/APB 28- had no impact on our financial condition, resofteperations or ca
flows.




In April 2009, FASB issued FSP No. 115-2 and FA3-22Recognition and Presentation of Other-Than-Temppitarpairments
This FSP amends the other-th@mporary impairment guidance in U.S. GAAP for dedxturities to make the guidance more operatiamke
improve the presentation and disclosure of the rettientemporary impairments on debt and equity securitiethe financial statement
Adoption of FSP 115-2 and FAS 124during the six months ended August 31, 2009 hadmpact on our financial condition, results
operations or cash flows.

In May 2009, the FASB issued Statement No. ihsequent EvenfsSFAS 165”"). SFAS 165 requires entities to disclose the
through which they have evaluated subsequent eegrtsvhether the date corresponds with the relebeir financial statements. We h,
evaluated subsequent events through October 9, 20d%ave determined that we have no subsequenitseteereport. Adoption of SFAS 1
during the six months ended August 31, 2009, hanpact on our financial condition, results of cgt@ns or cash flows.

In June 2009, the FASB issued Statement No. T68, FASB Accounting Standards Codification and Hirerarchy of Generall
Accepted Accounting Principle("SFAS 168"). SFAS 168 will become the single source of authtivitanongovernmental U.S. GAA
superseding existing FASB, American Institute ofrtified Public Accountants (AICPA), Emerging Issu€ask Force (EITF), and rela
accounting literature. SFAS 168 reorganizes tloeigands of GAAP pronouncements into roughly 90 actiog topics and displays th
using a consistent structure. Also included iswveht SEC guidance organized using the same togticaiture in separate sections. SFAS
will be effective for financial statements issuemt feporting periods that end after September 0992 This will have an impact on «
financial statements since all future referencesutboritative accounting literature will be refeces in accordance with SFAS 168.

In September 2009, the FASB issued Accounting StaisdUpdate No. 2009-0Bair Value Measurement and Disclosures: Meast
Liabilities at Fair Value (“ASU 2009-05"). ASU 200®5 is effective for the first reporting period aft8eptember 2009. The guida
provides clarification on measuring liabilitiesfatr value when a quoted price in an active marketot available. In such circumstances
ASU specifies that a valuation technique shouldygied that uses either the quote of the liabilihen traded as an asset, the quoted pric
similar liabilities or similar liabilities when tdeed as assets, or another valuation technique stensiwith existing fair value measurerr
guidance. We do not believe we have any liabditieat will need to be measured at fair value amttipate no impact of this update on
financial condition, results of operations or céelvs.

(3) CASH AND CASH EQUIVALENTS

For purposes of the balance sheet and statemeaisbfflows, we consider all highly liquid investrteavailable for current use w
an original maturity of three months or less toclhsh equivalents. Any investments with an origmakurity of more than three months
classified as Certificates of Deposit. The avetagance of our general checking account balangerigrally in excess of $250,000, the cul
Federal Deposit Insurance Corporation (“FDIC") oage limit. The FDIC provides unlimited coverage oon-interesbearing
accounts. Amounts in interelséaring accounts which are in excess of $250,080aarisk to the extent that their balances exdeBtC
coverage. Money market investments typically dohave FDIC protection. The amount of our castoants in excess of the FDIC insura
limit at August 31, 2009, and February 28, 20095 %42,760,912 and $13,289,475, respectively. Wiesrelve have mitigated our exposur
loss by placing deposits in a combination of twaBen, local banks and three of the largest natiinancial institutions.

(4) CERTIFICATES OF DEPOSIT
Certificates of deposit are held in several bankmsgjitutions. Their original maturities are grerathan three months but do not exc

a year. The FDIC currently insures all bank actewp to $250,000. The amount of our certificdteeposit accounts in excess of the F
insurance limit at August 31, 2009, and February22®9, was zero and $1,933,244, respectively.




(5) ACCOUNTS RECEIVABLE — TRADE

The amounts shown on the balance sheets termediAiscBeceivable Frade are amounts reflecting transactions that bnged, an
revenue has been recognized, before the final famdsreceived to settle the transactions. We stsoetimes make non-interdsaring
advances to facilitate a settlement transactioe dMlect the advances generally within 30 dayerdfie transactions close, and we rec
payment before any of the parties involved in tia@gaction receive funds. Our business model doesase leverage, so there are no issu
collectability or adverse effects due to the curreredit environment. The amounts at August 310920and February 28, 2009, w
$10,290,458 and $10,057,386, respectively.

(6) ACCOUNTS RECEIVABLE — EMPLOYEES AND OTHERS

The amounts shown on the balance sheets termediAicBeceivable Employees and Others are composed of a $250,08 atxx
from an insurance company for a policy maturityD832 to a relatedparty company officer, $27,043 for an equipmenaricing loan ar
$21,465 to various employees. The company corsidélr receivables to be current and collectiblée T$250,000 insurance comp
receivable and the company officer receivable virghg repaid with all accrued interest by Octobe2909.

(7) NOTES RECEIVABLE

The amounts shown on the balance sheets termed Rateeivable represent a note, including intere&t @, with a nomrelatec
partnership originally dated January 8, 2008, amewed with a guaranty and security agreement ooada 23, 2009. The due date '
February 28, 2009. Although not collected by tihate, we believe this note will be fully repaid kvéll accrued interest during the next fi
period. The amounts, including accrued interéshugust 31, 2009, and February 28, 2009, were $&688and $554,918, respectively.

(8) INVESTMENTS IN SECURITIES

Our securities investments are income and equitiuahdunds and are classified as trading securitigading securities are recort
at fair value on the balance sheet in current asgéth the change in fair value during the peiiduded in earnings.

Securities investments that we have the posititenirand ability to hold to maturity are classifieslheld-tamaturity securities and ¢
recorded at amortized cost in investments and athsets. Securities investments not classifiegitasr held-tomaturity or trading securiti
are classified as available-for-sale securitiesailable-forsale securities are recorded at fair value in itnaests on the balance sheet, with
change in fair value during the period excludedrfearnings and recorded net of tax as a compotfiether comprehensive income.

Our securities investments had unrealized losses$2295,480 and $3,536,667 at August 31, and Fepr@8, 200¢
respectively. Based on our analysis of these g&=iand the fact that they have recovered sigguifily in value in the most recent periods
have concluded that the gross unrealized losseteamgorary in nature. However, facts and circuntsta may change which could result
decline in market value considered to be other teaarporary.

The cost and estimated market value of the invastsecurities classified as available-gale as of August 31 and February 28, 2
are as follows.
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Gross

Unrealized Fair
Cost Losses Value
Market income funds, August 31, 20 $ 6,504,790 $ 2,29548 $ 4,209,31
Market income funds, February 28, 2( $ 6,240,731 $ 3,536,66 $ 2,704,06

(9) INVESTMENT IN POLICIES

From time to time, we purchase interests in pdidie hold for investment purposes. FASB Staff RaisiNo. 85-4-1Accounting fo
Life Settlement Contracts by Th-Party InvestorgFSP FTB 85-4t) states that a purchaser may elect to accouritsfanvestments in lif
settlement contracts based on the initial investnanthe purchase price plus all initial direct tsosContinuing costs (policy premiur
statutory interest, and direct external costs,n§)ato keep the policy in force are capitalizecheTbalance of “Investment in Policies
routinely tested for impairment and valued accaghjin We recorded $151,810 of impairment on thagies for the year ended February
2009. We recorded an additional $33,840 of impairtrior the six months ended August 31, 2009.

The balance of “Investment in Policieisitreased significantly during the last quartefisgal 2009 and in the first quarter ended |
31, 2009, the majority of which resulted from atlsetent of a case with the State of Colorado. $keurities Commissioner for the Stat
Colorado filed an action alleging violations of tGelorado Securities Act in connection with certifa settlements transacted through
subsidiary, LPI. Under the terms of the settlemeRt agreed to offer to purchase the life settletaérom the Colorado investors alleged in
complaint, and all purchasers that accepted thehase offer received additional compensation ferghrchase equal to statutory interest
of February 28, 2009, we had purchased interes2§@npolicies and paid $6,318,665, including $1,888 of statutory interest related to
Colorado settlement. In the first quarter, we pased interests in an additional 264 policies eelab the Colorado settlement and |
$6,441,625, including $1,413,908 of statutory iegtr LPI completed this purchase offer by May 3009. The total amount paid to
purchasers who accepted this offer totaled interi@sb24 policies and $12,760,290, of which $2,780,represented the payment of statt
interest.

The table below describes the Investment in Paliaizount at August 31, 2009.

Number of Life

Remaining Life Expectancy Settlement Carrying Face
(in years) Contracts Value Value

0-1 54¢ $ 6,087,997 $ 9,551,27:

1-2 161 3,899,67! 5,828,78!

2-3 182 4,650,58: 7,628,49

34 56 1,234,21. 2,430,35:

4-5 17 338,24 617,15:

Thereafter - - -

Total 964 $ 16,210,68 $ 26,056,06

Remaining life expectancy for yearlOncludes all policies that have exceeded thegiimal life expectancy plus those policies that
scheduled to reach their original life expectanayirty the next 12 months. Remaining life expecyaiscbased on original life expectal
estimates and is not an indication of expected ritptuActual maturity dates in any category maywsignificantly (either earlier or later) frc
the remaining life expectancies reported above.

Premiums to be paid for each of the five succeefisugl years to keep the life settlement contract®rce as of August 31, 2009
as follows.

Year 1 $ 159,20(
Year 2 282,70(
Year 3 762,94:
Year 4 280,74:
Year 5 61,46"

Total estimated premiums $ 1,547,05:
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(10) INVESTMENT IN CORPORATION

The amount shown on the balance sheet termed ‘tiegs in Corporations an investment in an unaffiliated corporationateel fo
the acquisition of life settlement interests. OugAst 26, 2008, we entered into a contractual ageeeto purchase an interest in a lim
partnership at a total cost of $5 million. LPIfeemed policypurchasing services for this partnership and eafees from it as it would fro
any other LPI client. On May 31, 2009, our int¢ieghe partnership was converted from an equigghod investment in a partnership to a
method investment in a corporation. As of Augukt 2009, we owned 15.9% of the corporation, valae$i5.3 million. Fair market value
this asset is not readily determinable. We havesicered any potential impairment to the investmamd believe no adjustment to
investment value is warranted.

(11) CREDIT LINE

In the event we require credit to facilitate oungierm cash flow management and operating capitaliregents, we maintain
credit line. It is secured by cash and securitiesleposit. As of August 31, 2009, it carried @eriest rate at Wall Street Journal Prime Ra
3.25% and had a borrowing, and available, bas@ af &illion. There was no outstanding balancefasugust 31 and February 28, 2009.
(12) LONG-TERM DEBT

We retired all of our outstanding long-term debtAypril 28, 2009. As of February 28, 2009, we hatB& 356 of longerm deb:
secured by land and an office building with a netlbvalue of $895,366.

(13) INCOME TAXES

Temporary timing differences between the reporth@qhcome and expenses for financial and incomeaéaorting purposes at Aug
31, 2009, result in a decrease in the net defeaedsset of $245,091. We believe the net defdevedsset to be fully realizable.

Following are the components of the net deferredatset:

Aug. 31, 200¢ Feb. 28, 200¢

Deferred tax liability:
Depreciatior $ (153,82() $ (152,73))

Deferred tax asset
Unrealized loss on investmer 803,41¢ 1,237,83.
Accrued contingency cos 75,79: 117,12:
Accrued vacation cos 38,82« 31,55¢
Reserve for premium advanc 2,108,45! 1,895,81
Reserve for policy impairme: 64,97¢ 53,13¢
Reserve for acquired life insurance policies 44,69¢ 44,69¢
Total deferred tax asse 3,136,16. 3,380,15!
Total net deferred income tax as $ 2,982,331 $ 3,227,42
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With a few insignificant exceptions, we are no lengubject to U.S. federal, state or local exanonatby tax authorities for fisc
years 2005 and prio

Accounting for Uncertainty in Income Taxedn June 2006, the FASB issudadterpretation of FASB Statement No. 10%IN
48"). FIN 48 is intended to clarify the accountifog uncertainty in income taxes recognized in mpanys’s financial statements and prescr
the recognition and measurement of a tax positakert or expected to be taken in a tax return. #8Nalso provides guidance on de-
recognition, classification, interest and penajte&ounting in interim periods, disclosure andsiton.

Under FIN 48, evaluation of a tax position is a tstep process. The first step is to determine kndret is more-likely-thamot that
tax position will be sustained upon examinatiowjuding the resolution of any related appealstagdtion based on the technical merits of
position. The second step is to measure a taxipoghat meets the more-likely-tharot threshold to determine the amount of benefibe
recognized in the financial statements. A tax fmsiis measured at the largest amount of benkféit ts greater than 50% likely of be
realized upon the ultimate settlement.

Tax positions that previously failed to meet therenlikely-thannot recognition threshold should be recognizedhanfirst subseque
period in which the threshold is met. Previousgagnized tax positions that no longer meet theerlikely-than-not criteria should be de-
recognized in the first subsequent financial rapgrperiod in which the threshold is no longer met.

(14)COMPREHENSIVE INCOME PER SHARE, SHAREHOLDERS ' EQUITY, STOCK TRANSACTIONS AND COMMON STOCK
OPTIONS

Comprehensive income for the quarters ended Augls009 and 2008, was $7,893,433 and $6,030,&2ectively. Basic ai
diluted earnings per share for comprehensive incomghe quarters ended August 31, 2009 and 2068,htax, were $0.53 and $0.
respectively. Comprehensive income for the six thm®nended August 31, 2009 and 2008, was $15,8772%b $12,395,17
respectively. Basic and diluted earnings per sfareomprehensive income for the six months endlegust 31, 2009 and 2008, net of
were $1.07 and $0.83, respectively.

Dividends. We declared and paid dividends when and in the ats@as set forth in the following table:

Date Declared Date Paid Dividend Amount*
02/08/08 03/14/08 $ 0.060(
05/21/08 06/16/08 $ 0.070(
08/07/08 09/15/08 $ 0.070(
10/22/08 12/15/08 $ 0.080(
02/24/09 03/16/09 $ 0.070(
05/07/09 06/15/09 $ 0.070(
05/14/09 06/15/09 $ 0.250(
07/27/09 09/15/09 $ 0.250(

*  The dividend amounts reflect historical pants and are not adjusted for any stock splits.

Stock Split. On January 6, 2009, our board of directors autkdri five-forfour split of the common stock affected in the foofre
stock dividend to be distributed on or about Felyrd®, 2009, to holders of record on February ®%20Accordingly, all references to numk
of common shares and per share data in the accgingafinancial statements have been adjusted teatethe stock split on a retroact
basis. The par value of the additional sharesofroon stock issued in connection with the stock sgs credited to “Common stoclehd ¢
like amount charged to “Additional paid-in-capitalTo accommodate this and a previous split on Au@iles2007, we increased our author
common stock from 10,000,000 shares to 18,750,h8(ks.
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(15) FAIR VALUE MEASUREMENTS

In September 2006, the FASB issued Statement NG.“Fair Value Measurements(“SFAS No. 157”). SFAS No. 157 address
how companies should measure fair value when theyequired to use a fair value measure for rec¢mgnior disclosure purposes un
GAAP. SFAS No. 157 defines fair value, establistlesramework for measuring fair value and expandscldsures about fair val
measurements. SFAS No. 157 is effective for figears beginning after November 15, 2007. Effectarch 1, 2008, management ado
SFAS No. 157 with the exception of certain nonficial assets and non-financial liabilities that evspecifically deferred by SFAS No. 157-
2. In February 2008, the FASB issued Staff PosiNan SFAS 157-2 (FSP No.157-Hffective Date of FASB Statement No. 18vt defer
the effective date of SFAS No. 157 for one yearcfentain nonfinancial assets and nonfinancial liikdé. Adoption of SFAS 152-at March 1
2008, did not have any impact on our financial ¢oon, results of operations or cash flows.

In February 2008, the FASB agreed to defer thectife date of SFAS No. 157 for one year for certagmfinancial assets a
liabilities, except those that are recognized scldised at fair value in the financial statememts @ecurring basis (at least annually). Exan
of items that would be deferred include:

« Nonfinancial assets and nonfinancial liabilitiesttinitially are measured at fair value in a busgheombination or other new be¢
event, but are not measured at fair value in subsggeriods

» Asset retirement obligations that are measurediiatvilue at initial recognition, but are not measlat fair value in subsequ
periods; ol

« Nonfinancial liabilities for exit or disposal acties that are measured at fair value at initiglognition, but are not measured at
value in subsequent periot

The terminputs refers to the assumptions that market participasts in pricing the asset or liability. SFAS No.71distinguishe
betweenobservable inputeind unobservable inputs Observable inputs reflect the assumptions mapketicipants would use in pricing 1
asset or liability based on market data obtainecthfidependent sources. Unobservable inputs tedle@ntitys own assumptions about
assumptions market participants would use in pgi¢ire asset or liability. SFAS No. 157 indicateattvaluation techniques should maxin
the use of observable inputs and minimize the fiseobservable inputs. SFAS No. 157 establishfsravalue hierarchy that prioritizes 1
inputs used in valuation techniques and createfotloaving three broad levels, with Level 1 beirtgethighest priority:

« Level 1 inputs: Level 1 inputs are quoted markétqs in active markets for identical assets orilitids that are accessible at
measurement date (e.g., equity securities tradedeoNew York Stock Exchange

« Level 2 inputs: Level 2 inputs are from other tlgpoted market prices included in Level 1 that dreeovable for the asset or liabil
either directly or indirectly (e.g., quoted markmtces of similar assets or liabilities in activeankets, or quoted market prices
identical or similar assets or liabilities in matkéhat are not active

o Level 3inputs: Level 3 inputs are unobservablg.(& company own data) and should be used to measure faie talthe extent th
observable inputs are not availak

Following is a table of Investment in Securities measurefdiatvalue on a recurring basis as of August 31 Babruary 28, 200
using quoted prices in active markets for identasdets (Level 1); significant other observablaiiagdlLevel 2); and significant unobserve
inputs (Level 3).
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Level 1:

Quoted Prices in Level 2: Level 3:
Active Markets for  Significant Other Significant
Description Identical Assets Observable Inputs Unobservable Inputs  Total
August 31, 200! $ 4,209,31! - - $4,209,31!
February 28, 200 $ 2,704,06. - - $2,704,06:

Our financial assets and liabilities are cash ashcequivalents, certificates of deposit, accotetteivable, investments in securit
investments in policies, accounts payable and accliabilities. The recorded values of cash anshcaquivalents, certificates of depc
accounts receivable, accounts payable, and actinlslities approximate their fair values basedtbeir shortterm nature. The recorded ve
of investments in securities is based on fair vadnel is discussed in Note 7. The carrying valueowf investment in policies total
$16,210,686, which includes $176,283 of capitaligegimiums, and has an estimated fair value of 864Q062. Fair value of the investmen
policies account was calculated by performing gomesent value calculation of the face amount eflifie policies for the total portfolio.

In April 2009, the FASB issued Staff Position N&=-AS 157-4 (FSP No.157-4petermining Fair Value When the Volume and L
of Activity for the Asset or Liability Have Sigodintly Decreased and Identifying Transactions TA Not Orderlythat provides addition
guidance for estimating fair value in accordancthWAASB Statement No. 157, when the volume andl lefsactivity for the asset or liabili
have significantly decreased. FSP No. #5%&lso includes guidance on identifying circumséandhat indicate a transaction is
orderly. Adopted during the quarter ended August2909, FSP No. 15Z-had no impact on our financial condition, resolt©perations ¢
cash flows.

(16) CONTINGENCIES

LPI is aware of certain instances wherein the iasce companies denied payment on policies in wihiairanged the settlement w
purchasers. Most of these denials are relatedftreseeable reductions in face value. Face w@#ltiee policies in question total $344,249
are recorded in accrued settlement expense at ABGu2009. During the six months ended August2Z®D9, we did not accrue any additic
liability for future claims that might arise in eglon to these policies. We paid $118,092 of eeténts during the six months which had |
accrued in previous periods.

We record provisions in the Consolidated CondenBiethncial Statements for pending litigation when determine that ¢
unfavorable outcome is probable and the amountheflbss can be reasonably estimated. Except asisdisd elsewhere in this nate
(i) management has not concluded that it is prabdiét a loss has been incurred in any pendirggation; or (i) management is unable
estimate the possible loss or range of loss thatdceesult from an unfavorable outcome of any pegditigation; and (iii) accordingl
management has not provided any amounts in thedidated Condensed Financial Statements for unébleroutcomes, if any.

It is possible that our consolidated results ofrapiens, cash flows or financial position could rhaterially affected in a particu
fiscal quarter or fiscal year by an unfavorableconte or settlement of certain pending litigatidfevertheless, although litigation is subjec
uncertainty, management believes and we have leadwssed by counsel handling the respective dhsgesve have a number of valid cla
and defenses in all pending litigation to whichave a party, as well as valid bases for appeafleérge verdicts against us. All such case:
and will continue to be, vigorously defended andvalid counterclaims pursued. However, we mayeerto settlement discussions
particular cases if we believe it is in the bestiiasts of our shareholders to do so.

(17) PENSION AND OTHER POST-RETIREMENT BENEFITS

We established a 401(k) retirement plan on March0D7. All employees were eligible to participate January 1, 2008, if they n
specified employment requirements. The 401(k) damatching feature whereby we will make an annuatching contribution to ea
participant’s plan account equal to 100% of thede®f the participant’s contribution to the plan the year or 4% of the participasiligible
compensation for that year. The contribution eggefor our matching contributions to the 401(k)npfar the six months ended August
2009, was $51,825 and for the six months ended sty 2008, was $44,100.
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(18) RELATED PARTY TRANSACTION

We periodically use an aircraft owned by our ChainmMr. Pardo, and pay him the incremental costswfuse, as described
applicable Federal Aviation Administration reguteits (FAA Part 91, subpart F). We believe the t®stell-below the fair rental value f
such use. In the six months ended August 31, 20022008, we paid Mr. Pardo $188,739 and $60,28pertively, for such use.

(19) CORRECTION OF ERRORS IN PREVIOUSLY ISSUED FINANCIAL STATEMENTS

We made two changes that affected the six montliederugust 31, 2008 Consolidated Statement of Gdstvs. We move
$1,912,214 from Cash and Cash Equivalents to a lim@witem called Certificates of Deposit, and wevad $4,265,487 of Investment
Securities from Current Assets to Other Assetses€hchanges more accurately describe their na@ash held in certificates of deposit v
original maturity dates of more than three months more properly described as certificates of diépdsvestment in securities with t
intention of holding them for longer than 12 mon#dre more properly described as Idegn. These changes are considered correctic
errors in previously issued financial statementd, aaccordingly, the Consolidated Statement of Crlshs for fiscal 2009 are noted
“Restated”. These changes had no effect on retaaenings, components of shareholdetglity, earnings per share, or results of operati
reported in previous periods.

As Originally
Statement of Cash Flow: Corrected Shown
Investment in certificates of depo $ (827,26) $ >
Net decrease in cash and cash equiva $ (5,799,86) $ (4,972,60)
Cash and cash equivalents, end of pe $ 1,312,68 $ 3,224,89

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

Special Note: Certain statements set forth belodeu this caption constitute “forward-looking statnts”within the meaning of tt
Reform Act. See “Special Note Regarding Forwardking Statements” in the Notes to Consolidated @osdd Financial Statements.

We provide the following discussion to assist i@rstanding our financial position as of August 3009, and results of operatit
for the three and six months ended August 31, 20@P2008. As you read this discussion, refer toGansolidated Condensed Statemen
Income and our Consolidated Condensed Balance Skéetanalyze and explain the differences betwesiogs in the material line items
these statements. We presume that readers haverdmve access to our Annual Report on Forrk X6¢ Fiscal 2009. The Notes to -
Consolidated Condensed Financial Statements caatdm our Annual Report note the significant acd¢mgnpolicies used in preparing «
financial statements, including policies relatimgthe recognition of revenue and the recordingneEstments in life insurance policies.
presume that readers understand the effect of fhages.

Critical Accounting Estimates, Assumptions and Poties

Our discussion and analysis of financial conditeomd results of operations are based on our comrgetidcondensed financ
statements that were prepared in accordance withuating principles generally accepted in the Uhif&tates of America. To guide
preparation, we follow accounting policies, somevbfch represent critical accounting policies arael by the SEC. The SEC defines crit
accounting policies as those that are both mostoitapt to the portrayal of a company's financiahdition and results and reqt
management's most difficult, subjective, or compglelgment, often as a result of the need to matimates about the effect of matters thal
inherently uncertain and may change in subsequeribgs. Certain accounting estimates involve Sigant judgments, assumptions
estimates by management that may have a matergdimon the carrying value of certain assets aailities, disclosures of contingt
liabilities, and the reported amounts of income amxgenses during the reporting period which manageémonsiders critical account
estimates. The judgments, assumptions and esimested by management are based on historical ergeti managemest’experienc:
knowledge of the accounts and other factors theabatieved to be reasonable. Because of the natdine judgments and assumptions mac
management, actual results may differ materiatlynfthese judgments and estimates, which could &awaterial impact on the carrying val
of assets and liabilities and the results of owarapions. Areas affected by our estimates and@gstsons are identified below.
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We recognize income at the time a settlement clasesthe purchaser has obligated itself to makepthehase. We defer $100
viatical settlement and $200 per life settlementdeer minor monitoring services provided subsetjteitthe settlement date. We amortize
deferred cost over the anticipated life expectasfaye insureds.

On March 27, 2006, FASB Staff Position No. FTB 83-Accounting for Life Settlement Contracts by Thi@ttl InvestorqFSP FTE
85-4-1) was issued. The FASB Staff Position states d@haihvestor may elect to account for its investisém life settlement contracts us
either the investment method or the fair value meéthThe election shall be made on an instrunbgntinstrument basis and
irrevocable. Under the investment method, an itoreshall recognize the initial investment at therghase price plus all initial dire
costs. Continuing costs (policy premiums and diesternal costs, if any) to keep the policy incishall be capitalized. Under the fair vi
method, an investor recognizes the initial investia the purchase price. In subsequent peribdsnvestor raneasures the investment at
value in its entirety at each reporting period aexbgnizes change in fair value earnings (or gbleeformance indicators for entities that do
report earnings) in the period in which the chamgezur. We adopted FSP FTB 85t4s of March 1, 2006 (the beginning of Fiscal 0%
chose to value all of our investments in life settént contracts using the investment method. Asugiist 31, 2009, the total of our investn
in life settlements held for our own account wakiged at $16,210,686.

We establish litigation and policy analysis lossemes based on our best estimates as to the tdtimeacome of continge
liabilities. This reserve analysis is necessamgrtiperly match current expenses to currently reizegl revenues and to recognize that ther
certain amount of liability associated with litigat and policy losses. Through this reserve, voegaize the estimated cost to settle per
litigation as an expense. These estimates arewed on a quarterly basis and adjusted to managismieest estimate of the anticipe
liability on a case-byase basis. A high degree of judgment is requiretetermining these estimated reserve amountg sirecoutcomes &
affected by numerous factors, many of which areohdyour control. As a result, there is a risk tiat estimates of future litigation and po
analysis loss costs could differ from our curremtimated amounts. Any difference between es@isnahd actual final outcomes should
have a material impact on our financial statements.

As of October 9, 2009, the only material changevben our estimates and actual results in the cuaeprior periods relates to 1
litigation with the State of Florid&ee Item1, Legal Proceedings, Page 2i.that instance, we were unable to estimatenaouat or time witl
regard to the resolution of that action, so noneastion of potential liability was made. That aaotiwas fully and completely resolved during
current period, resulting in a charge of $770,@D6dttlement expense in the most current quarter.

We must make estimates of the collectability ofcarts and notes receivable and premium advandas.agcounts associated v
these areas are critical to recognizing the coramsbunt of revenue in the proper period. Becadsthe uncertainty about when pol
advances will be collected, we follow the practafereserving all premium advances at the time sadvances are made. When prernr
advances are repaid, the repayments are nettedsagaemium expense. We have not experienced atgrial changes in our estimate:
collectability versus actual results in the curre@nprior periods.
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We review the carrying value of the property andipopent for impairment whenever events and circancs indicate that t
carrying value of an asset may not be recoveratden fthe estimated future cash flows expected tawltrdsom its use and eventt
disposition. In cases where undiscounted expdatede cash flows are less than the carrying vadmeimpairment loss is recognized equi
an amount by which the carrying value exceeds divevilue of assets. The factors considered byagwment in performing this assessr
includes current operating results, trends andpaas, the manner in which the property is used, the effects of obsolescence, dem
competition and other economic factors. Basec@assessment, there was no impairment at Audusn@ February 28, 2009.

We must evaluate the useful lives of our propeng aquipment to assure that an adequate amourmpoédation is being chargec
operations. Useful lives are based generally @tifip knowledge of an assstlife in combination with the Internal Revenue\&&# rules an
guidelines for depreciable lives for specific typéassets.

We must evaluate the carrying value of our investnie owned policies. We adjust our total basishia policies, (original cost pl
capitalized premiums), based on assumptions madet aemaining life expectancy, funds needed to ta@inthe asset until maturi
capitalization rates and potential return. Thigleation provides us with any impairment of indivéd policies and also provides us witt
estimate of fair market value.

We are required to estimate our income taxes. Phigess involves estimating our current tax expogagether with assess
temporary differences resulting from differing tre@nt of items for tax and accounting purposeseséhdifferences result in deferred tax a:
and liabilities. We must then assess the likelthtwat our deferred tax assets will be recoverethffuture taxable income, and, to the e»
we believe that recovery is not likely, we mustetish a valuation allowance. To the extent waldisth a valuation allowance or increase
allowance in a period, we must include a tax priovi®r reduce our tax benefit in the statemenis@dme. We use our judgment to deterr
our provision or benefit for income taxes, defertax assets and liabilities and any valuation alioge recorded against our net deferre:
assets.

We cannot predict what future laws and regulatioight be passed that could have a material effedu results of operations. \
assess the impact of significant changes in lawsragulations on a regular basis and update thergg®oons and estimates used to prepar
financial statements when we deem it necessary.

We have not made any material changes to ourarisiccounting estimates or assumptions or the jesgsnaffecting the applicati
of those estimates or assumptions.

New Accounting Pronouncements

In September 2006, the FASB issued Statement NO.“Fair Value Measurements’(“SFAS No. 157”). SFAS No. 157 addres:
how companies should measure fair value when theyequired to use a fair value measure for redmgnor disclosure purposes un
GAAP. SFAS No. 157 defines fair value, establiskedramework for measuring fair value and expandscldsures about fair val
measurements. SFAS No. 157 is effective for figears beginning after November 15, 2007. EffectMarch 1, 2008, management ado
SFAS 157 with the exception of certain non-finaheaissets and non-financial liabilities that weredfically deferred by SFAS No. 157-In
February 2008, the FASB issued Staff Position NeAS 157-2 (FSP No.157-2Effective Date of FASB Statement No. 1%fat defers tt
effective date of SFAS 157 to fiscal years begigniafter November 15, 2008, for certain nonfinancédsets and nonfinanc
liabilities. Adoption of SFAS 152-at March 1, 2009, did not have a material immacour financial condition, results of operationscasi
flows. In April 2009, the FASB issued Staff PasitiNo. SFAS 157-4 (FSP No.157-Determining Fair Value When the Volume and Lev
Activity for the Asset or Liability Have SignifidhnDecreased and Identifying Transactions That Ai@ Orderly,that provides addition
guidance for estimating fair value in accordancthWiASB Statement No. 157, when the volume andl lefsactivity for the asset or liabili
have significantly decreased. FSP No. #5%&lso includes guidance on identifying circumséandhat indicate a transaction is
orderly. Adoption of FSP No. 15¥-during the six months ended August 31, 2009 hadmmpact on our financial condition, results
operations or cash flows.
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In December 2007, the FASB issued Statement No, 166 -C ontrolling Interests in Consolidated FinagcBtatements — an
amendment of ARB No. 5I1SFAS No. 160, among other things, provides guidaand establishes amended accounting and regpsttindarc
for a parent company’s narentrolling interest in a subsidiary. SFAS No. 188s adopted on March 1, 2009, and had no impaatut
financial condition, results of operations or céelvs.

In March 2008, the FASB issued Statement No. IBi$closures about Derivative Instruments and Hedghrctivities (“SFAS
161"). SFAS No. 161 expands the disclosure requérgs in SFAS No. 133ccounting for Derivative Instruments and Hedgingtivities
about an entitys derivative instruments and hedging activitieslopted on March 1, 2009, we currently have no @¢ires and hedgit
activities and so the adoption of SFAS No. 161 madmnpact on our financial condition, results oagtions or cash flows.

In May 2008, the FASB issued Statement No. 6% Hierarchy of Generally Accepted Accounting Bipfes (“SFAS 162"). SFAS
162 identifies the sources of accounting princides the framework for selecting the principlesb® used in the preparation of finan
statements of nongovernmental entities that arsepted in conformity with GAAP. SFAS 162 diredie IGAAP hierarchy to the entity, 1
the independent auditors, as the entity is respts$or selecting accounting principles for finaaltatements that are presented in confol
with GAAP. SFAS 162 became effective on Novemlgr2D08. SFAS 162 does not have a material impactur financial condition, resu
of operations or cash flows.

In April 2009, FASB issued FSP No. 107-1/APB 28+iterim Disclosures about Fair Value of Financiaistruments.Entities sha
include disclosures about the fair value of finahdéhstruments whenever it issues summarized fiahrncformation for interim reportir
periods. Entities shall disclose in the body othe accompanying notes of its summarized finarinfarmation the fair value of all financ
instruments for which it is practicable to estimétat value, whether recognized or not recognirethé statement of financial position,
required by Statement 107. Adopted March 1, 26@R, 107-1/APB28- had no impact on our financial condition, resoft®perations or ca
flows.

In April 2009, FASB issued FSP No. 115-2 and FAg-22Recognition and Presentation of Other-Than-Tempotarpairments.
This FSP amends the other-th@mporary impairment guidance in U.S. GAAP for dedturities to make the guidance more operatiamake
improve the presentation and disclosure of the rettientemporary impairments on debt and equity securitiethe financial statement
Adoption of FSP 115-2 and FAS 124during the six months ended August 31, 2009, tadmpact on our financial condition, results
operations or cash flows.

In May 2009, the FASB issued Statement No. IHHsequent EvenfsSFAS 165”). SFAS 165 requires entities to disclose the
through which they have evaluated subsequent eegrtsvhether the date corresponds with the relebeir financial statements. We h,
evaluated subsequent events through October 9, 2d®%ave determined that we have no subsequentsetieereport. Adoption of SFAS 1
during the six months ended August 31, 2009, hainpact on our financial condition, results of cgt@ns or cash flows.

In June 2009, the FASB issued Statement No. T68, FASB Accounting Standards Codification and Hiierarchy of Generall
Accepted Accounting Principle("SFAS 168”"). SFAS 168 will become the single source of authtivéanongovernmental U.S. GAA
superseding existing FASB, American Institute ofrtfied Public Accountants Emerging Issues TaskcEprand related account
literature. SFAS 168 reorganizes the thousand&SAAP pronouncements into roughly 90 accounting depand displays them using
consistent structure. Also included is relevantuBiéies and Exchange Commission guidance organiegay the same topical structure
separate sections. SFAS 168 will be effectivefiftancial statements issued for reporting peridig end after September 15, 2009. This
have an impact on our financial statements sinckitaire references to authoritative accountingréiture will be references in accordance
SFAS 168.
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In September 2009, the FASB issued Accounting StaisdUpdate No. 2009-OBair Value Measurement and Disclosures: Meast
Liabilities at Fair Value (“ASU 2009-05"). ASU 2009®5 is effective for the first reporting period aft8eptember 2009. The guida
provides clarification on measuring liabilities fair value when a quoted price in an active markatot available. In such circumstan:
ASU 2009605 specifies that a valuation technique shouldgmied that uses either the quote of the liabilityen traded as an asset, the qu
prices for similar liabilities or similar liabiléis when traded as assets, or another valuatiomitgrh consistent with existing fair va
measurement guidance. We do not believe we haydiabilities that will need to be measured at faaue and anticipate no impact of -
update on our financial condition, results of ofieres or cash flows.

Life Partners

General. Life Partners Holdings, Inc. (“We” or “Life Paers”)is a financial services company and the parent emwymf Life
Partners, Inc. (“LPI").LPI is the oldest and one of the most active corngzaim the United States engaged in the secondarkanfor life
insurance known generally as “life settlementShese financial transactions involve the purchdd@elife insurance policies of terminally
persons (viatical settlements) or elderly perstifesgettlements) at a discount to their face vdbranvestment purposes.

The Secondary Market for Life Insurance PoliciesPl was incorporated in 1991 and has conductesiness under the registe
service mark ‘“Life Partners’since 1992. Our operating revenues are derivedh ffees for facilitating viatical and life settlem
transactions. Both viatical and life settlemeantactions involve the sale of an existing lifeunasice policy to another party. By selling
policy, the policyholder receives an immediate gaayment to use as he or she wishes. The purcteser an ownership interest in the pc
at a discount to its face value and receives tlaghdgenefit under the policy when the insured dies.

Over the past few years, the distinction betweeatical and life settlements has diminished and ti@rkets have large
merged. Many state regulations govern both typesansactions in the same manner and the serwiegzrovide for both types of transacti
are the same. Thus, we view both viatical andddtlements to be within the same line of busireess do not distinguish between them
financial reporting purposes. Throughout this repee refer to all of our transactions generaby'life settlements”.

We are a financial services company, providing pasing services for life settlements to our cliemse. We do this by matching
settlors with purchasers. We facilitate thesedaations by identifying, examining, and purchadimg policies as agent for the purchasers
meet market demand and maximize our value to dantsl, we have made significant investment in gatary software and processes
enable us to facilitate a higher volume of tranisast while maintaining our quality controls. Singar inception, we have facilitated o
98,000 purchaser transactions associated with tinehpse of over 6,100 policies totaling over $2iliob in face value. We believe c
experience, infrastructure and intellectual capjtaés us a unique market position and will enalsléo maintain sustainable growth within
life settlement market.

The following table shows the number of settlenwanitracts we have transacted, the aggregate féwesvaf those contracts, and
revenues we derived, for the three and six montkdee August 31, 2009 and 2008:
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Three Months Six Months

2009 2008 2009 2008
Number of settlemen 52 50 104 98
Face value of policie $148,942,93 $187,830,82 $285,205,44 $369,170,53
Average revenue per settlem: $ 558,76. $ 495,77" $ 543,26. $ 502,31!
Net revenues derivec $ 16,201,94 $ 13,411,955 $ 31,487,42 $ 25,672,22

*  The revenues derived are exclusive of brokerageefedral fees.

We have increased our efforts to market our sesviceinstitutional clients and have been successfuhttracting institution:
clients. We will continue these marketing effaxsinstitutions and seek to develop services amesliof business specifically tailored for
needs of institutional clients.

Comparison of the Three Months Ended August 31, 2@and 2008

We reported net income of $7,625,015 for the timeaths ended August 31, 2009 (“the Second Quaftiiyear”),compared to n
income of $6,603,491 for the three months endeduau@l, 2008 (“the Second Quarter of last yea®yr stronger net income resul
primarily from a 17.2% increase in revenues andadility to reduce brokerage fees. The number ttfeseents transacted increased from £
52, the average revenue per settlement increaséd.3%, and total revenues net of brokerage fereased by 20.8%.

Revenues Revenues increased by $4,266,841 or 17.2% fro#788,725 in the Second Quarter of last year to@566 in th
Second Quarter of this year. This increase waspdinearily to a 12.7% increase in our average reeeper settlement from $495,775 in
Second Quarter of last year to $558,761 in the &kcuarter of this year. This, in conjunction witduced brokerage and licensee -
resulted in a 20.8% increase in the net revenuegede

During the periods, demand for our services renthisteong and the number of policies presented tahish met our purchasil
qualifications remained steady. Growth in supgdlpalicies with higher face values continued tor@ase and we anticipate this supply trer
continue for the foreseeable future. Most of oampetitors have adopted a single or preferred tlrsiness model, which relies o
relatively narrow purchaser base. In contrastewgloy a multielient business model and our purchaser base if toader. While a sing
purchaser may account for a substantial sharevafntees during a particular quarterly period, wendo intend to become reliant upon
single purchaser and expect that no single purchefieaccount for a substantial share of reventsng the long-term.

We believe the increasing demand for our servioeses from several factors, one of which is an itnmest trend toward diversifyit
investment portfolios and avoiding economically sitve investments. Returns on life settlementsizsed on the inherent value in the
value of life insurance policies, which are pur@dthst a discount to face value and adjusted foegted future premiums and the proje:
holding period of the policy to maturity. For thisason, life settlement returns are not correléettaditional equity and debt markets
commodity investments. We benefit from the investtncommunity searching for non-correlated, absstd investments. Although we st
both domestic and international purchasers, domgsirchasers accounted for 98.5% of our revenuesiglthe Second Quarter of t
year. The ratio of domestic clients to internagioclients was relatively unchanged from last yeate do not anticipate significant change
the ratio between domestic and foreign businesisigltine remainder of this fiscal year.
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Another contributing factor has been the greatppluof higher face value policies. We believerthis a growing awareness of
secondary market for insurance policies among pialesellers, especially for those with higher fa@ue policies. This growing awaren
has resulted in an expansion of the supply of ldiégpolicies, especially policies with higher facdues. We believe much of our incree
business is due to the greater supply of higher ¥atue policies, and we believe this trend withtoue.

Brokerage and Referral FeeBrokerage and referral fees increased 13.0% or7$18%5 from $11,376,771 in the Second Quart
last year to $12,853,626 in the Second Quartemnisfytear. Brokerage and referral fees as a pergerdf gross revenue declined from 45.8
the Second Quarter of last year to 44.2% in the®gQuarter of this year. In the Second Quartehisfyear, broker referrals accountec
100% of the total face value of policies transacecshpared with 99.9% of the policies transactethenSecond Quarter of last year. Due t
increase in the number of brokers in the marketdha presenting policies to us, we have notedlaatéon in the concentration of brokers
provide policies to us. For the Second Quartethsf year, only two brokers accounted for more th@#o of the face value of all comple
transactions, and constituted 29.2% of the tote¢ faalue of completed transactions compared toSegmond Quarter of last year in wr
policies presented from five brokers having 10.0%nore of the face value transacted constitute@%=f the total face value of all comple
transactions.

Brokerage and referral fees generally increase emreéhise with revenues, face values of policiessaeted and the volume
transactions, although the exact ratio may varpmting to a number of factors. Brokers may adjnsir fees with the individual policyholdt
whom they represent. In some instances, seveoiels may compete for representation of the sarher,sehich may result in lower brok
fees. Referral fees also vary depending on factech as varying contractual obligations, marketaled for a particular kind of policy or |
expectancy category and individual agreements letwbents and their referring financial planneldo broker fees are paid when a life se
is not represented by a broker and the life seftlesents a policy to us directly.

Some states are moving to license life settlemeuitdrage activity, which may result in the cappofdgees or greater disclosure
fees, either of which would tend to lower the fees.

Expenses Operating and administrative expenses increase80th% or $1,186,677 from $3,891,061 in the Secondrt@r of las
year to $5,077,738 in the Second Quarter of th& yeie primarily to increases in settlement castsraft travel expenses and employee
executive bonuses due to increased profitabilitysignificant portion of the settlement costs whs tesult of a settlement with the Stat
Florida in the amount $770,0005ee Item 1, Legal Proceedings, Page 2 7 .

During the Second Quarters of this year and laat,yy@e made premium advances of $542,651 and $B®8r@spectively, and we
reimbursed $148,141 and $100,784, respectivelythdrtypical life settlement, policy premiums fbetinsureds projected life expectancy
added to the purchase price and reserved to payefgiremiums. When the premium reserve is exhdugterchasers are contractu
obligated to pay policy premiums. In some instangairchasers have failed to pay the premiums amdhave advanced the premium
maintain the policies. While we have no contrakctuaother legal obligation to do so, and do notsdoin every instance, we have m
premium advances as an accommodation to certachasers based on our assumptions that we will atéiy recoup the advances. W
some purchasers repay the advances directly, regaiments these premiums will come most likely gwiarity payment from the polic
proceeds when an insured dies. We record the prernaidvances as an expense at the time of the azhsantt treat reimbursements ¢
reduction in this expense. We are unable to egtiitiee amount of any future advances we may ebegtatke or the amount of reimbursem
we are likely to receive. Because of our inabildyestimate these amounts, we do not accrue aséaumfuture advances or reimbursements.

Other income and expense increased from $483,3B&omMme in the Second Quarter of last year to $860f income in the Seca

Quarter of this year primarily due to gains fromtangies of owned policies. The Second Quartethi$ year shows no interest expe
compared to the Second Quarter of last year duoetiting the long-term debt in April 2009.
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Income Taxestncome tax expense increased by $635,401, from0$3/88 in the Second Quarter of last year to $41B%Hin thi
Second Quarter of this year. The increase wapdosrily to a $1,656,925 increase in income befooeme taxes, taxed at 35%.

Comparison of the Six Months Ended August 31, 2008nd 2008

We reported net income of $15,070,484 for the sonths ended August 31, 2009 (“the First Six Morahshis year”),compared t
net income of $12,852,065 for the six months enfledust 31, 2008 (“the First Six Months of last y@arOur stronger net income resul
primarily from a 14.8% increase in revenues andatility to reduce brokerage fees and the incr@assterest and other income. The nun
of settlements transacted increased from 98 to tt@average revenue per settlement increased18y, &nd revenues net of brokerage
increased by 22.7%.

RevenuesRevenues increased by $7,272,299 or 14.8% from288371 in the First Six Months of last year to #98,170 in th
First Six Months of this year. This increase was grimarily to an 8.1% increase in our averagemee per settlement from $502,315 in
First Six Months of last year to $543,261 in thesfFiSix Months of this year, continuing a trend &od transactions with larger fe
amounts. This, in conjunction with reduced brolgerand licensee fees, resulted in a 22.7% incieabke net revenues derived.

During the periods, demand for our services renthisteong and the number of policies presented tahish met our purchasi
qualifications remained steady. Growth in the $ymd policies with higher face values continuedinarease and we anticipate this su
trend to continue for the foreseeable future. Midsiur competitors have adopted a single or prefislient business model, which relies ¢
relatively narrow purchaser base. In contrastemgloy a multielient business model, and our purchaser base ¢ fwader. While a sin¢
purchaser may account for a substantial sharevafntees during a particular quarterly period, wendo intend to become reliant upon
single purchaser and expect that no single purch@ieaccount for a substantial share of reventsng the long term.

We believe the increasing demand for our serviesslts from several factors, one of which is aregtient trend toward diversifyi
investment portfolios and avoiding economically séwe investments. Returns on life settlementsk@sed on the inherent value in the
value of life insurance policies, which are purathat a discount to face value and adjusted foepied future premiums and the proje
holding period of the policy to maturity. For thisason, life settlement returns are not correléettaditional equity and debt markets
commodity investments. We benefit from the investtocommunity searching for non-correlated, abssed investments. Although we st
both domestic and international purchasers, dutheg First Six Months of this year, domestic pureasaccounted for 98.3% of «
revenues. The ratio of domestic clients to intéomal clients was relatively unchanged from lasary We do not anticipate significant chat
in the ratio between domestic and foreign busidessg the remainder of this fiscal year.

Another contributing factor has been the greatppluof higher face value policies. We believerthis a growing awareness of
secondary market for insurance policies among pialesellers, especially for those with higher fa@ue policies. This growing awaren
has resulted in an expansion of the supply of ldkgpolicies, especially policies with higher facsues. We believe much of our incree
business is due to the greater supply of higher ¥atue policies, and we believe this trend wilhtioue.
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Brokerage and Referral FeeBrokerage and referral fees increased 6.2% or $1183 from $23,554,643 in the First Six Month
last year to $25,011,746 in the First Six Monthshis year. Brokerage and referral fees as a ptage of gross revenue declined from 47
in the First Six Months of last year to 44.2% ie fRirst Six Months of this year. In the First 8bonths of this year, broker referrals accou
for 98.6% of the total face value of policies tracted compared with 99.9% of the policies tranghutehe First Six Months of last year. [
to an increase in the number of brokers in the etafiat are presenting policies to us, we havedhateduction in the concentration of brol
that provide policies to us and a decrease in begeefees. For the First Six Months of this yearbrokers accounted for more than 10¢
the face value of all completed transactions. dResi presented from five brokers having 10.0% oreraf face value transacted constiti
64.0% of the total face value of all completed $&tions during the First Six Months of last year.

Brokerage and referral fees generally increase emreéhise with revenues, face values of policiessaeted and the volume
transactions, although the exact ratio may varpmting to a number of factors. Brokers may adjnsir fees with the individual policyholdt
whom they represent. In some instances, sever8kelyonay compete for representation of the sanierselhich may result in lower brok
fees. Referral fees also vary depending on factacs as varying contractual obligations, markethaled for a particular kind of policy or |
expectancy category and individual agreements letwbents and their referring financial planneldo broker fees are paid when a life se
is not represented by a broker and the life seftlesents a policy to us directly.

Some states are moving to license life settlemeuitdrsage activity, which may result in the cappofdgees or greater disclosure
fees, either of which would tend to lower the fees.

Expense sOperating and administrative expenses increasegPi®f6 or $2,682,651 from $6,718,186 in the First l@bnths of las
year to $9,400,837 in the First Six Months of thésr due primarily to increases in settlement ¢astgployee and executive bonuses du
increased profitability; investor relations; stdtanchise taxes due to increased profitability; Eywpe wages due to our higher numbe
employees; and aircraft travel expenses. A siggnifi portion of the settlement costs was the redfudt settlement with the State of Florid;
the amount $770,000See Item 1, Legal Proceedings, Page 2 7 .

During the First Six Months of this year and lasaywe made premium advances of $1,113,739 and $967,888ectively, and we
reimbursed $307,014 and $198,974, respectivelythertypical life settlement, policy premiums fbetinsureds projected life expectancy
added to the purchase price and reserved to payefygremiums. When the premium reserve is exhdugterchasers are contractu
obligated to pay policy premiums. In some instangairchasers have failed to pay the premiums amdave advanced the premium
maintain the policies. While we have no contrakctwraother legal obligation to do so, and do notsdoin every instance, we have m
premium advances as an accommodation to certachasers based on our assumptions that we will aléty recoup the advances. W
some purchasers repay the advances directly, regmiments these premiums will come most likely gwiarity payment from the polic
proceeds when an insured dies. We record the prernaidvances as an expense at the time of the azhaantt treat reimbursements ¢
reduction in this expense. We are unable to esirtee amount of any future advances we may ebectake or the amount of reimbursem
we are likely to receive. Because of our inabildyestimate these amounts, we do not accrue aséumfuture advances or reimbursements.

Other income and expense increased from $850,6if®0fme in the First Six Months of last year to28B,159 of income in the Fi
Six Months of this year primarily due to the $4B887gain from the Investment in Partnership conmgrto an Investment in Corporatior
May 31, 2009, and gains from maturities of ownelicpes.

Income Taxestncome tax expense increased by $1,302,667 fro®63695 in the First Six Months of last year t025%,262 in th
First Six Months of this year. The increase was pimarily to a $3,521,086 increase in income feefocome taxes, taxed at 35%.
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Contractual Obligations
The following table summarizes our outstandingdea@mmitments as of August 31, 2009:

Payments Due By Yeal

Less than 1
Contractual Obligations Total Year lto3Years 4to5 Years After5years
Lease commitments $ 140,54¢ $ 59,997 $ 66,75¢ $ 13,79: $ -
Total $ 140,54¢ $ 59,997 $ 66,75¢ $ 13,79: $ -

Liquidity and Capital Resources

Operating Activities Net cash flows provided by operating activitiesttoe First Six Months of this year were $14,708,408e cas
flows from operating activities resulted primarflpm net income of $15,070,484. Net cash flowsvfgted by operating activities for the F
Six Months of last year were $3,584,679. The cigvs from operating activities for last year rdedl primarily from net income
$12,852,065, an increase in accounts payable 60$2313 and an increase in income taxes payat$d,8f77,143, reduced by an increas
accounts receivable of $13,808,783. The largesa® in accounts receivable for last year was aisrde premium finance loans outstan
at the end of the quarter.

Investing Activitie s Net cash flow used in investing activities was $4,477 during the First Six Months of this yeahisTamour
consists of $7,365,811 used for the purchase dtipslfor investment purposes, $296,209 for purebasf property and equipment
$264,064 invested in marketable securities less$t833,239 of certificate of deposit maturitiesd 81,368 in return of equity in t
corporation investment. In comparison, in the tF8& Months of last year, we used $6,770,709 fwesting activities, of which $5,266,&
was for the purchase of policies for investmenippses, $827,262 for investments in certificatedegosit, $399,908 for marketable secur
and $276,942 for purchases of property and equipmen

Financing Activities We used $6,573,532 of net cash in financing a@witluring the First Six Months of this year. Tdwemponent
of financing activities are $5,794,459 for dividsnand $779,073 to retire our long term debt. Wedub2,613,833 of net cash in financ
activities in the First Six Months of last year.eWaid dividends of $1,543,969, purchased treastagk for $699,051 and made paymen
$370,813 on our long-term debt. Our treasury smakhases follow the Boasldecision of January 15, 2008, to repurchase améomillior
shares of our common stock when we believe marketitons warrant and we have adequate funds. allteorized resolution is still
effect. Since the authorization, we have repuretid$5,338 shares at a total cost of $1,635,064did/aot make any treasury stock purch
during the current First Six Months.

Working Capital and Capital Availability As of August 31, 2009, we had working capital 098B0,456. Although it is unlikely v
would use it, we maintain a credit line to facté@aur shorterm cash flow management and operating capitaliregents. The credit line
secured by cash and securities on deposit. Augfist 31, 2009, it carried an interest rate at \8akbet Journal Prime Rate of 3.25% and t
borrowing, and available, base of $2.7 million.efdwas no outstanding balance as of August 3Elruary 28, 2009.

We believe future income from operating activitiedl generate sufficient profits and cash flows et our anticipated worki
capital needs.
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Outlook

We continue to produce strong financial results argdect that our growth trends will continue. Waidve our company and ¢
industry are fundamentally sound and well positibrie deal with the current uncertainty in the fich and capital markets. Our |
settlements are not correlated to the financiatc@ammodities markets, which increases their appealricertain times. Further, we h
comfortable amounts of cash and cash equivaléifs.carry no operational debt and do not rely oredage in our capital structure. We
rely, however, upon the availability of investmeaipital. While it is conceivable that a deep ficiah crisis could diminish the supply
investment capital throughout the economy, our ggpee during the First Six Months of this yearigades that greater investment capital
be placed in life settlements. We believe thidug to the fact that returns in life settlements r@latively attractive and not correlated to
performance of the financial markets.

Our operating strategy is to increase cash flowsegged from operations by increasing revenuesewdohntrolling brokerage a
operating and administrative expenses. We belikae domestic and international demand for lifelsetents will continue to grow as !
prospects for economic conditions remain uncertaid investors look for alternative investments.résponse to the projected growtt
demand for qualified life settlement transactiams the demand side, we are exploring the use aiapgurpose entities to expand our ma
for life settlement investments and continue effdd attract institutional clients. On the supplgle, we are increasing our advertising
professional awareness marketing to potential isediepolicies and to strengthen our broker network

Off-Balance Sheet Arrangements
We do not engage in any off-balance sheet arrangesnoe transactions.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Our risk exposure in the financial markets considftexposure to interest rate changes and chamgései market values of ¢
investments. Our risk exposure to changes inestaates relates primarily to our investment jptidf We invest our excess cash in depos
accounts with financial institutions and in incoar& equityeriented investment funds. We attempt to protect preserve our invested ful
by limiting default, market, and reinvestment ribkough portfolio diversification and review of tfi@ancial stability of the institutions wi
which we deposit funds. We do not hold derivativencial instruments or financial instruments swashcredit default swaps, auction
securities, mortgage-backed securities or collirec debt obligations in our investment portfolio.

Investments in both fixed rate and floating rateeriest earning instruments carry a degree of istesge risk. Because our busir
strategy does not rely on generating material nstfirom our investment portfolio, we do not expeat market risk exposure on our interest-
bearing investment portfolio to be material.

Some of our investment funds may have investmantderivative instruments or other structured séi@griresulting in indire
exposure for us. But, any indirect exposure thatmight have to these financial instruments throoghholdings in these funds is relativ
small and thus immaterial. Fixed rate securities fmave their fair market value adversely impachee to a rise in interest rates, while floa
rate securities may produce less income than esgdttinterest rates fall. Due in part to thesetdes, our future investment income r
fluctuate due to changes in interest rates. We soffer losses in principal if forced to sell satias that have declined in market value du
negative market fluctuations and this potentias logy have a material impact on our financial chowlj results of operations or cash flows.

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and ProceduresWith the participation of our Chief Executive fioér and Chief Financial Officer, we he
evaluated the effectiveness of our disclosure otmtand procedures (as such term is defined inSRLBa-15(e) and 1585B(e) under tt
Securities Exchange Act of 1934, as amended (thkeH&hge Act”)),as of the end of the periods covered by this repBeased upon su
evaluation, our Chief Executive Officer and Chiéfidncial Officer have concluded that, as of the ehduch periods, our disclosure cont
and procedures were effective in ensuring thanfgrmation required to be disclosed by us in thparts that we file or submit under
Exchange Act is recorded, processed, summarizedegaited, within the time periods specified in 8exurities Exchange Commissismule:
and forms and (ii) information required to be diseld by us in the reports that we file or submdarrthe Exchange Act is accumulated
communicated to our management, including our graiexecutive and principal financial officers, pgrsons performing similar functions
appropriate to allow timely decisions regardinguieed disclosure.
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Internal Control over Financial ReportingFor the year ended February 28, 2009, our disodosontrols and procedures (as define
Rules 13a-15(e) and 13(e) under the Exchange Act) were not effectiveaaesult of reported material weaknesses. We kteaken th
following steps that we believe will address thsuiss associated with our material weaknesses awvancial footnote disclosures, wh
involve implementing process-focused changes taongthe design and operation of the controls.

« Developed and improved maintenance of internalrot;regarding the accounting for investments iticges and in an outsit
venture;

« Improved and updated the review of internal cordiauments, revising and supplementing as needédi@umenting the review;

« Instituted oversight and monitoring of accountirrggedures and review of our financial statementsfaotnote disclosures by
outside consulting firm; an

« Incorporated the use of standardized SEC and GAsdtodure checklists during the preparation anierewf financial statement

We implemented these changes during the quartesdelidy 31, 2009. We believe that testing of oterimal controls and review
our financial statements will determine that thdamced controls are operating effectively. Intewguntrols other than the reporting ar
reported as material weaknesses have not changeateustill in place and functioning effectively.

Subsequent to the evaluation and through the ddtesofiling of this report, other than the matdniveaknesses noted in the Form 10-
K for the fiscal year ended February 28, 2009, éhsere no changes in our internal control overrfai@ reporting that have materie
affected, or are reasonable likely to materialfgetf, our internal control over financial reporting

PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

During the First Six Months of this year and lastag; we incurred settlement expenses of $1,4765d%562,371, respectively,
the resolution of litigation or potential litigatio In some instances, we have repurchased irgeregtolicies to settle claims. In these ce
only the excess (if any) of the settlement paymarer the investment cost of the repurchased pdlitgrest is charged to settlem
expense. The balance is recorded on our balarsd gk an asset under “Investments in policiasd, the cash expenditure is recorded ol
cash flow statement under “Purchase of policiesrfeestment purposes and capitalized premiunkst these types of settlements during
First Six Months of this year, we recorded $7,262,%or purchases of policies for investment purgpske bulk of which related to 1
settlement of a proceeding with the Securities Casgioner for the State of Colorado. See footnotdn8estment in Policies, to t
Consolidated Condensed Financial Statements.
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On March 28, 2008, in response to a Notice of Hhearieceived from the Florida Office of InsurancegRation, LPI filed |
declaratory judgment action against the Florida @issioner of the Office of Insurance Regulatiortie United States District Court for
Northern District of Florida to determine whethd?llwas required to be licensed as a life settlerpentider in order to purchase policies fi
Florida residents. We claimed that the Floridaig@ffof Insurance Regulation did not have jurisdictover LPI and that to assert jurisdic
violated the Commerce Clause, Contracts Clausetf@@®ue Process Clause of the United States Qati@ti. On July 28, 2009, the ma
was settled and the declaratory judgment action diamissed pursuant to a Consent Order entered between Florida Insuran
Commissioner and LPI. Under the terms of the Con€eder, LPI denied that it had violated any psa of Florida law, agreed to disn
the declaratory judgment action against the Offitensurance Regulation, paid a settlement amof$it 30,000, and agreed to comply with
Florida Viatical Settlement Act in the future. TBensent Order provides that nothing in the orthatisn any way be used as an admissic
liability by LPI or as an admission of any violatiof Florida law and that the Florida Insurance @assion shall not disapprove or refus
accept LPIs application for licensure on the grounds thagritered into the Consent Order or the allegationshe Florida Insurant
Commission. The Consent Order resolves all mattdeded to allegations of unlicensed transactjmar to July 28, 2009. Because LPI
not accepted presentations from any Florida retédsimce 2007, we believe that this settlement hdlve no material effect on our fut
earnings or operations.

We are subject to other legal proceedings in tltBnary course of business. When we determine dhatinfavorable outcome
probable and the amount of the loss can be realoestimated, we reserve for such losses. Excegistussed above: (i) management ha
concluded that it is probable that a loss has lre&mrred in any of our pending litigation; or, (iJanagement is unable to estimate the po
loss or range of loss that could result from anauafable outcome of any pending litigation; and) éiccordingly, management has
provided any amounts in the consolidated finarstiaiements for unfavorable outcomes, if any.

It is possible that our consolidated results ofrapens, cash flows or financial position could materially affected in a particu
fiscal quarter or fiscal year by an unfavorablecouate or settlement of any pending litigation. Né#weless, although litigation is subjec
uncertainty, management believes and we have leadvised by counsel handling the respective célsaswe have a number of valid cla
and defenses in all pending litigation to whichave a party, as well as valid bases for appealleése verdicts against us. All such case:
and will continue to be, defended vigorously andvalid counterclaims pursued. However, we mayeerimto settlement discussions
particular cases if we believe it is in the besg¢iiasts of our shareholders to do so. In somarigss, we have repurchased interests in pc
to settle claims. In these cases, only the exdkasy, of the settlement payment amount overitivestment value of the repurchased pc
interest is charged to settlement expense.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SHAREHOL DERS

We held our 2009 Annual Meeting of Shareholderé\agust 6, 2009, the results of which were repotteder Item 8.01 in a Form 8-
K, which was filed on August 7, 2009. The inforinatunder Item 8.01 is incorporated in responghiitem.

ITEM 6. EXHIBITS
31.1 Rule 13a-14(a) Certifications

32.1 Section 1350 Certification
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SIGNATURES

In accordance with the requirements of the Exchakaethe registrant caused this report to be sigmeits behalf by the undersign
thereunto duly authorized.

Date: October 9, 2009
Life Partners Holdings, In

By: /s/ Brian D. Pard:

Brian D. Pardc

President and Chief Executive Offic

(Signing on behalf of the registrant and as priacip
executive officer

By: /s/ David M. Martin
David M. Martin
Chief Financial Office
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Exhibit 31.1

CERTIFICATION
PURSUANT TO SECTION 13a-14
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

[, Brian D. Pardo, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Life Partners Holdings, Inc

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nkadisg with respect to the period
covered by this report; ar

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant's other certifying officers andé aesponsible for establishing and maintainingld@ae controls and procedures (as def
in Exchange Act Rules 13a-15(e) and 15d-15(e) atatrial control over financial reporting (as define Exchange Act Rules 13a-15(f)
and 15+15(f) for the registrant and hav

(a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepal

(b) designed such internal control over financial réipgr or caused such internal control over finaheaorting to be designed under «
supervision, to provide reasonable assurance rieggitoe reliability of the financial reporting atite preparation of financial
statements for external reporting purposes in alzcare with generally accepted accounting princjpl

(c) evaluated the effectiveness of the registrantdaiisre controls and procedures and presentedsimgport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

(d) disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registré' s internal control over financial reportir

The registrant's other certifying officers and Vaalisclosed, based on our most recent evaluafiortesnal control over financi:
reporting, to the registrant's auditors and thataumnmittee of registrant's board of directorsgersons performing the equivalent
functions):

(a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefimincial information; an

(b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant's internal
control over financial reporting

Date: October 9, 2009

/s/ Brian D. Pardi
Brian D. Pardc
Chairman of the Board ar
Chief Executive Office




Exhibit 31.1

CERTIFICATION
PURSUANT TO SECTION 13a-14
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

I, David M. Matrtin, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Life Partners Holdings, Inc

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessan
make the statements made, in light of the circuntgtsi.under which such statements were made, nttamisg with respect to the period
covered by this report; ar

Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures (as del
in Exchange Act Rules 13a-15(e) and 15d-15(e) atatrial control over financial reporting (as define Exchange Act Rules 13a-15(f)
and 15+15(f) for the registrant and hav

(a) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepal

(b) designed such internal control over financial réipgs or caused such internal control over finahi@aorting to be designed under our
supervision, to provide reasonable assurance rieggitoe reliability of the financial reporting atite preparation of financial
statements for external reporting purposes in aztre with generally accepted accounting princiy

(c) evaluated the effectiveness of the registrantdaisre controls and procedures and presentedsimgport our conclusions about 1
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

(d) disclosed in this report any change in the regi¢’s internal control over financial reporting thatooed during the registre’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reportir

The registrant's other certifying officers andavh disclosed, based on our most recent evaluatiimernal control over financial
reporting, to the registrant's auditors and thetaumnmittee of registrant's board of directorsgersons performing the equivalent
functions):

(a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefimncial information; an

(b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant's intern
control over financial reporting

Date: October 9, 2009

/s/ David M. Martin
David M. Martin
Chief Financial Office!




Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. 1350
(As adopted pursuant to 906 of the Sarbanes-OxleychAof 2002)

For the Quarterly Report of Life Partners Holdinigs,. (the “Company”) on Form 10-Q for the periawang August 31, 2009 (the
“Report”), the undersigned, in the capacities andhe date indicated below, hereby certifies that:

(i) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, anc

(i) the information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operations of
the Company as of and for the periods coveredarRéport

Date: October 9, 2009

/s/ Brian D. Pard:
Brian D. Pardc
Chairman of the Board ar
Chief Executive Office

/s/ David M. Martin
David M. Martin
Chief Financial Office!




