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

FORM 10-Q

Quarterly Report Pursuant to Section 13 or 15 {dhe Securities Exchange Act of 1934
For the quarterly period ended: November 30, 2009

or
O Transition Report Pursuant to Section 13 or 15{dhe Securities Exchange Act of 1934

Commission File Number: 0-7900

LIFE PARTNERS HOLDINGS, INC.

(Exact name of Registrant as specified in its @mart

Texas 74-296247%
(State of incorporatior (I.LR.S. Employer ID no.
204 Woodhew Drive 76712
Waco, Texas (Zip Code)

(Address of Principal Executive Office
Registrant’s telephone number, including area ca8é:751-7797

Check whether the Registrant (1) filed all repoetguired to be filed by Section 13 or 15(d) of Ehechange Act during the past 12 months (or
for such shorter period that the Registrant wasired to file such reports), and (2) has been sulgethe filing requirements for at least the
past 90 days. Yexl NoO

Indicate by check mark whether the Registrant blasnitted electronically and posted on its corpokieb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter period that the Registrant wasired to submit and post such files). Y8s No O

Indicate by check mark whether the Registrantlésge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting
company. See definitions of “large acceleratest fil*accelerated filer” and “smaller reporting cpany” in Rule 12b-2 of the Exchange Act.

Large accelerated fildzl Accelerated fileilx] Non-accelerated fileE&d Smaller reporting compariy
(Do not check if a smaller reporting
company)

Indicate by check mark whether the Registrantsbell company (as defined in Rule 12b-2 of the Exde Act). Yedd No

Shares of Common Stock, $.01 par value, outstaraingf November 30, 2009: 14,859,016 (15,024,3&4eid and outstanding less 165,338
treasury shares)
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PART I - FINANCIAL INFORMATION

NOVEMBER 30, 2009 (Unaudited) AND FEBRUARY 28, 2009

CURRENT ASSETS

Cash and cash equivalel

Certificates of depos

Accounts receivabl- trade

Accounts receivabl- employees and othe
Notes receivabl

Prepaid expenses

Total current assets

PROPERTY AND EQUIPMENT

Land and building

Proprietary softwar

Furniture, fixtures and equipme

Transportation equipment
Subtotal

Accumulated depreciation

Net property and equipment

OTHER ASSETS

Premium advances net of reserve for uncollectib&6¢449,109 and $5,416,621, respecti

Investment in securitie

LIFE PARTNERS HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS

Page 1 of 2

ASSETS

Investments in policies, including capitalized prems

Investment in corporation/partnersi
Artifacts and othe
Deferred income taxe

Total other asse

Total asset

November 30 February 28,
2009 2009
$ 22,008,48 $ 15,261,21
100,36 3,033,60:
13,129,44. 10,057,38
24,40¢ 157,14t
574,62: 554,91t
76,98¢ 141,28t
35,914,30 29,205,55
2,270,011 2,131,28!
511,40! 499,04t
1,502,25! 1,298,59
9,80( 9,80(
4,293,47. 3,938,73
(1,578,36) (1,344,24)
2,715,10! 2,594,48
4,471,09. 2,704,06.
16,346,69 8,878,71!
5,483,75! 4,935,87!
834,70( 831,70(
3,181,89 3,227,42
30,318,14 20,577,78
$ 68,94755 $ 52,377,82

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




LIFE PARTNERS HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS
NOVEMBER 30, 2009 (Unaudited) AND FEBRUARY 28, 2009
Page 2 of 2

LIABILITIES AND SHAREHOLDERS' EQUITY

November 30 February 28,

2009 2009
CURRENT LIABILITIES:
Accounts payabl $ 6,173,160 $ 5,068,96.
Accrued liabilities 1,342,83 527,12t
Dividends payabli 3,719,02 1,043,31i
Accrued settlement expen 596,86° 462,34.
Current portion of lon-term deb! - 42,717
Deferred revenu 238,20( 227,30(
Income taxes payab 613,13¢ 244,33.
Total current liabilities 12,683,23 7,616,09:
LONG-TERM DEBT, net of current portion shown abc - 736,35t
Total liabilities 12,683,23 8,352,45!
SHAREHOLDERS' EQUITY
Common stock, $.01 par value 18,750,000 share®argil; 15,024,354 shares issued and outstar 150,24 150,24
Additional paic-in capital 11,460,31 11,460,31
Retained earning 47,665,44 36,348,52
Accumulated other comprehensive loss, net of t (1,376,61) (2,298,641
Less: treasury stock, 165,338 she (1,635,06) (1,635,06)
Total shareholders' equit 56,264,32 44,025,37
Total liabilities and shareholders' equ $ 68,947,55 $ 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 NINE MONTHS ENDED NOVEMBER 30, 2009 AND 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 securitiesof taxes

COMPREHENSIVE INCOME

(Unaudited)
Three Months Nine Months

Ended November 30, Ended November 30,

2009 2008 2009 2008
$ 30,967,25 $ 28,10393 $ 87,466,422 $ 77,330,80
14,503,00! 13,857,58 39,514,74 37,412,23
16,464,25I 14,246,34 47,951,68 39,918,57
2,843,13 2,878,13! 9,806,48! 8,104,97
471,16( 292,71 1,277,88! 1,061,08:
477,82: 390,51( 1,954,40i 952,88:
79,93t 82,51« 234,11! 243,12!
3,872,04 3,643,88| 13,272,88 10,362,06
12,592,20! 10,602,46 34,678,79 29,556,50
464,30° 650,43: 1,750,45. 1,535,68!
- (13,519) (46,98%) (48,157)
464,30° 636,92( 1,703,46! 1,487,53
13,056,51 11,239,38 36,382,26 31,044,04
4,886,21! 4,030,83! 13,330,80 11,186,05
(261,629 (74,339 (450,94) (276,95))
4,624,59; 3,956,50! 12,879,85 10,909,10
$ 843192 $ 7,282,87. $ 23,502,40 $ 20,134,94
$ 057 $ 04¢ $ 1.5¢ $ 1.3F
14,859,01¢ 14,859,01 14,859,01 14,868,50
$ 843192 $ 7,282,870 $ 23,502,40 $ 20,134,94
115,25¢ (1,168,91) 922,02¢ (1,625,801
$ 8,547,180 $ 6,113,996 $ 24,42443 $ 18,509,13

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




LIFE PARTNERS HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED NOVEMBER 30, 2009 AND 208

(Unaudited)
Nine Months
Ended November 30,
2009 2008
(Restated)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 23,502,40 $ 20,134,94
Adjustments to reconcile net income to operatirty/aies:
Depreciatior 234,11¢ 243,12!
Impairment of investment in policie 188,12! -
Earnings on investment in corporati (649,02) -
Deferred income taxe (450,949 (276,95))
(Increase) decrease in operating ast
Accounts receivabl (2,939,31) 5,388,58!
Note receivablt (19,704 (23,51)
Prepaid expense 64,30: 315,95:
Increase (decrease) in operating liabilit
Accounts payabl 1,104,20: (1,539,72)
Accrued liabilities 815,71 (46,802)
Accrued settlement expen 134,52¢ -
Income taxes payab 368,80. 107,98:
Deferred revenu 10,90( (43,400
Net cash provided by operating activit 22,364,09 24,260,18
CASH FLOWS FROM INVESTING ACTIVITIES
Investment in certificates of depo - (1,941,25)
Certificate of deposit maturitie 2,933,23 -
Investment in income func (348,52) (460,05)
Purchases of property and equipm (354,74) (336,019
Investment in partnership/corporati - (1,750,000
Return of investment in corporatis 101,14° -
Increase in other ass¢ (3,000 -
Purchase of policies for investment purposes apdatzed premiums (7,656,10) (6,480,65)
Net cash used in investing activiti (5,327,98) (10,967,98)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from she«-term notes payabl - 2,000,001
Payments on sh«term notes payab - (2,001,62)
Payment on notes payal (779,07) (375,809
Purchases of treasury sha - (699,05))
Dividend payabl¢ - -
Dividends paic (9,509,771 (2,370,97)
Net cash used in financing activiti (10,288,84) (3,447,45)
NET INCREASE IN CASH AND CASH EQUIVALENT? 6,747,26! 9,844,75.
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI 15,261,21 7,112,54
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 22,008,48 $ 16,957,29
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIOI
Interest paid, net of capitalized amou $ 46,98¢ $ 48,15
Income taxes paid $ 12,962,00 $ 11,078,00
SUPPLEMENTAL DISCLOSURES OF NONCASH ITEM.
Accrued interest receivable $ 19,70f  $ 23,51°
Unrealized gain (loss) on marketable securitiesphtaxes $ 922,02¢ $ (1,625,80)
Dividends declared and not paid by period $ 3,719,02 $ 953,69

See accompanying summary of accounting policiesnatek to financial statements.




Life Partners Holdings, Inc.
Notes to Consolidated Condensed Financial Statement
November 30, 2009

(Unaudited)

Reclassifications and Adjustments

Certain reclassifications have been made to ther prériods’financial statements to conform to the current yma&sentation. Tt
reclassifications had no effect on previously régaresults of operations or retained earningss thanagemenrd’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 “fwdalooking statementsis that term is defined under the federal secaritiess. 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 document§ilevérom 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 nalartake any obligation to release publicly any sewris to such forwartboking 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 finansiatements. All such adjustments are of a normelirring nature. Certain informati
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 shbeldead 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"). LPIis the oldest and one of the most active corgsaim the United States engaged in the secondarkanfor life insurance knov
generally as “life settlements’LPI performs services to transact policies betwenseller and buyer of life insurance policieshaut 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) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

We follow accounting standards set by the Finana@ounting Standards Board, commonly referredstdhe “FASB”. The FASE
sets the U.S. generally accepted accounting pleeiPy GAAP”) that we follow to ensure we consistently report fimancial condition, resul
of operations and cash flows. References to GAgsRdad by the FASB in these footnotes are td~#h8B Accounting Standards Codificat
Topic 105 (the “ASC”).In June 2009, the FASB approved the FASB ASC, whashof July 1, 2009, became the single sourceithioaitative
nongovernmental GAAP. The ASC was not intendedhimnge GAAP. Rather, the ASC reorganizes all ptes/iGAAP pronouncements il
accounting topics, and displays all topics usingoasistent structure. All existing standards thvare used to create the ASC are
superseded, aside from those issued by the SE@chegp the previous references to specific StatésnehFinancial Accounting Standards v
numbers used in the ASEstructural organization. All guidance in the AB& an equal level of authority. The ASC is dffecfor financia
statements that cover interim and annual periodingnafter September 15, 2009. There was no impaabur financial position, results
operations or cash flows as a result of the ASC.

ASC 820,Fair Value Measurements and Disclosuresddresses how companies should measure fair wdlaa they are required
use a fair value measure for recognition or disglespurposes under GAAP. ASC 820 defines fair ejalestablishes a framework
measuring fair value and expands disclosures dagutalue measurements. Effective March 1, 2008nagement adopted ASC 820 with
exception of certain non-financial assets and rioantial liabilities that were specifically defedrddy ASC 82010. In February 2008, t
FASB issued ASC 82060 that defers the effective date of ASC 820 todiiyears beginning after November 15, 2008, fotage nonfinancie
assets and nonfinancial liabilities. In April 2088e FASB issued ASC 8210, which provides additional guidance for estimgtiair value i
accordance with ASC 820, when the volume and lefedctivity for the asset or liability have sigmiéintly decreased. ASC 82@ als«
includes guidance on identifying circumstances thdicate a transaction is not orderly. ASC 828oabrovides clarification on measur
liabilities at fair value when a quoted price in active market is not available. In such circumsés, the ASC specifies that a valua
technique should be applied that uses either tloteqof the liability when traded as an asset, theted prices for similar liabilities or simi
liabilities when traded as assets, or another ti@lndechnique consistent with existing fair valneasurement guidance. We do not believ
have any liabilities that will need to be measuasédhir value and anticipate no impact of this updaAdoption of ASC 820-0 during the nir
months ended November 30, 2009, had no impact pfir@ncial condition, results of operations orfcésws.

ASC 810,Consolidation, among other things, provides guidance and estasi amended accounting and reporting standardz
parent company’s nooentrolling interest in a subsidiary. ASC 810 wadopted on March 1, 2009, and had no impact onfioancia
condition, results of operations or cash flows.

ASC 815,Derivative s and Hedgingexpands the disclosure requirements in ASC &jvative s and Hedgingbout an entitye
derivative instruments and hedging activities. Werently have no derivatives and hedging actisiteend so the adoption of ASC 81t
March 1, 2009, had no impact on our financial ctadj results of operations or cash flows.

ASC 825 Financial Instruments directs that entities shall include disclosuresualtioe fair value of financial instruments wheneit
issues summarized financial information for inter@porting periods. Entities shall disclose in boely or in the accompanying notes of t
summarized financial information the fair valueatiffinancial instruments for which it is practidalio estimate that value, whether recogn
or not recognized in the statement of financialifpms. Adopted on March 1, 2009, ASC 825 had npaet on our financial condition, rest
of operations or cash flows.

ASC 320,Investments — Debt and Equity Securitisd ASC 958-320investments — Debt and Equity Securi@sends the other-
thantemporary impairment guidance in GAAP for debt siti@s to make the guidance more operational anidhfirove the presentation
disclosure of the other-thaemporary impairments on debt and equity securitiethe financial statements. Adoption of ASC 3l ASC
958-320 during the nine months ended November @09 2had no impact on our financial condition, tessof operations or cash flows.




ASC 855,Subsequent Eventsquires entities to disclose the date through wttiey have evaluated subsequent events and wtlibt
date corresponds with the release of their findrstiatements. We have evaluated subsequent etleoisgh January 11, 2010, and h
determined that we have no subsequent events trtrefpdoption of ASC 855 during the nine monthsleth November 30, 2009, had
impact on our financial condition, results of ogimas or cash flows.

In August 2009, the FASB issued Accounting Stansldfddate 2009-0%;air Value Measurements and Disclosures (ASC T8p)
Measuring Liabilities at Fair Value. This ASC applies to all entities that measure ligd$ at fair value within the scope of Topic 8aAc
provides clarification that in circumstances in @fhia quoted price in an active market for the igahtiability is not available, a reporti
entity is required to measure fair value using onanore other valuation techniques. We have nhliies that are traded or exchang
requiring measurement at fair value. Adoption &R Topic 820 for measuring liabilities during theenmonths ended November 30, 2(
had no impact on our financial condition, resuftgjperations or cash flows.

(3) CASH AND CASH EQUIVALENTS

For purposes of the balance sheet and statemeaisbfflows, we consider all highly liquid investriteavailable for current use w
an original maturity of three months or less tochsh equivalents. Any investments with an origimakurity 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”) cage limit. The FDIC provides unlimited coveragen mon-interesbearing
accounts. Amounts in interelsearing accounts which are in excess of $250,080aarisk to the extent that their balances exdeBitC
coverage. Money market investments typically dohave FDIC protection. The amount of our castoants in excess of the FDIC insura
limit at November 30, 2009, and February 28, 2008s $16,880,581 and $13,289,475, respectively. béleeve we have mitigated ¢
exposure to loss by spreading our deposits overrdmation of three of the largest national finahaistitutions and two smaller, local banks.

(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 certificateeposit accounts in excess of the F
insurance limit at November 30, 2009, and Febr2&ry2009, was zero and $1,933,244, respectively.

(5) ACCOUNTS RECEIVABLE — TRADE

The amounts shown on the balance sheets termediAiscReceivable Trade are amounts reflecting transactions that kknsed, an
revenue has been recognized, but before the fimalsf have been received from the escrow agenttte Hee transactions. We also someti
make non-interedbearing advances to facilitate a settlement tradisacWe generally collect the advances from ther@v agent within &
days after the transactions close, and we receayenpnt before any of the parties involved in trensaction receive funds. Because t
funds are distributed from escrow and because asinbss model does not use leverage, there arssnesi of collectability or credit ri
normally associated with accounts receivable. dmeunts at November 30, 2009, and February 28,,200& $13,129,444 and $10,057,:
respectively.




(6) ACCOUNTS RECEIVABLE — EMPLOYEES AND OTHERS

The amount shown on the balance sheet termed Atc®eteivable Employees and Others, at November 30, 2009 is ceetpo
loans of $19,715 to various employees and $4,60aricequipment financing loan for a total of $2840he amount for February 28, 200
composed of $94,969 of miscellaneous receivabk3,666 to relategrarty company officers, $18,065 to various emplsyaed $10,448 for
equipment financing loan for a total of $157,148e consider all receivables to be current and ctlie. Our officers receivable was ft
repaid with all accrued interest by October 9, 2009

(7) NOTES RECEIVABLE

The amounts shown on the balance sheets termed IR&teeivable represent a note, including intere&tG2, with a nomelatec
partnership originally dated January 8, 2008, amkwed with a guaranty and security agreement onadg 23, 2009. The due date °
February 28, 2009. This note is substantially atetalized and we have instituted collection prdoggs which we believe will result
collection of the full amount of this note (incladi all accrued interest) before the end of ourafigear. The amounts, including accr
interest, at November 30, 2009, and February 289 2@ere $574,623 and $554,918, respectively.

(8) INVESTMENTS IN SECURITIES

Our securities investments are income and equityahdunds and are classified as availabledale securities. Securities investm
not classified as either held-to-maturity or tragisecurities are classified as available-for-sa@eusties. Available-fosale securities a
recorded at fair value in investments on the baasteet, with the change in fair value during theqa excluded from earnings and recol
net of tax as a component of other comprehensisenie. Our securities investments had unrealizesek of $2,118,163 and $3,536,6€
November 30, and February 28, 2009, respectivBBsed on our analysis of these securities andatttettiat they have recovered significa
in value in the most recent periods, we have cateduthat the gross unrealized losses are tempomaryature. However, facts &
circumstances may change which could result incéirdein market value considered to be other tieamporary.

The cost and estimated market value of the investeecurities classified as available-&ale as of November 30 and February
2009, are as follows.

Gross
Unrealized Fair
Cost Losses Value
Market income funds, November 30, 2( $ 6,589,25. $ 2,118,16. $ 4,471,09:
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 padi¢eehold for investment purposes. ASC 325480estments in Insurance Contra
states that a purchaser may elect to accountganvestments in life settlement contracts basetherinitial investment at the purchase
plus all initial direct costs. Continuing cost®ljpy premiums, statutory interest, and direct exaé costs, if any) to keep the policy in force
capitalized. The balance of “Investment in Poktiés routinely tested for impairment and valued adowly. We recorded $151,810
impairment on the policies for the year ended Fatyr28, 2009. We recorded an additional $188,fAtpairment for the nine months ent
November 30, 200¢

10




The balance of “Investment in Policiesitreased significantly during the last quarteFisfcal 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 tG®elorado 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 fergrchase equal to statutory interest
of February 28, 2009, we had purchased interes§@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 eeladb the Colorado settlement and |
$6,441,625, including $1,413,908 of statutory iestr LPI completed this purchase offer by May 3009. The total amount paid to
purchasers who accepted this offer totaled inter@sb24 policies and $12,760,290, of which $2,780,represented the payment of statt
interest. Statutory interest was considered (ddti@purchase price and is included in the statedying value.

The table below describes the Investment in Paliagcount at November 30, 2009.

Remaining Life Expectancy Number of Life Carrying Face
(in years) Settlement Contract: Value Value

0-1 677 $ 7,804,52. $ 12,435,70

1-2 122 3,011,76: 4,602,10:

2-3 169 4,266,94 6,937,63:

34 46 1,024,46. 2,128,10:

4-5 12 239,00: 434,11

Thereafter - - -

Total 1,026 $ 16,346,69 $ 26,537,66

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 contracferce as of November 30, 20
are as follows.

Year 1 $ 226,86
Year 2 202,92(
Year 3 663,64«
Year 4 106,14
Year 5 47,57(

Total estimated premiums $ 1,247,14

(10) INVESTMENT IN CORPORATION

The amount shown on the balance sheet termed ‘tivegs 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. LPI feemed policypurchasing services for this partnership and eafees from it as LPI wou
from any other client. On May 31, 2009, our ingtri@ the partnership was converted from an equigghod investment in a partnership
cost method investment in a corporation. As of &nober 30, 2009, we owned 15.9% of the corporatialyed at $5.5 million. In Decemt
2009 we made an additional $1 million investmentthils corporation, bringing our cost basis to $f8lion, which represents 19.¢
ownership. The corporation owns a portfolio o€ lihsurance settlements with a face value of $70omwhich we anticipate will matu
over the next few years. The corporation has egpedd some maturities during the course of this yed we have been paid from th
maturities. Fair market value for this asset is meatdily determinable. We have considered anynialeimpairment to the investment ¢
believe no adjustment to the investment value isamed.
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(11) CREDIT LINE

In the event we require credit to facilitate oupgHerm cash flow management and operating capitaliregents, we maintain
credit line. It is secured by cash and securiiiesleposit. As of November 30, 2009, it carriedra@rest rate at Wall Street Journal Prime
of 3.25% and had a borrowing, and available ba$2& million. There was no outstanding balandd@atember 30 and February 28, 2009.
(12) LONG-TERM DEBT

We retired all of our outstanding debt on April 2809. As of February 28, 2009, we had $779,078uofent and longerm debr
secured by land and an office building with a netlbvalue of $895,366.

(13) INCOME TAXES

Temporary timing differences between the reportiigincome and expenses for financial and income reporting purposes
November 30, 2009, result in a decrease in thelefetred tax asset of $45,528. We believe thelefetrred tax asset to be fully realizat

Following are the components of the net deferrgdhtset:

Nov. 30, 200" Feb. 28, 200!

Deferred tax liability:

Depreciatior $ (17533) $ (152,73)
Deferred tax asset
Unrealized loss on investmet 741,35 1,237,83.
Accrued contingency cos 164,20t 117,12:
Accrued vacation cos 30,81 31,55¢
Reserve for premium advanc 2,257,18: 1,895,81
Reserve for policy impairme! 118,97 53,13¢
Reserve for acquired life insurance polic 44,69¢ 44,69¢
Total deferred tax assets 3,357,23: 3,380,15!
Total net deferred income tax asset $ 3,181,890 $ 3,227,42

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 TaxesASC 740,Income Taxesis intended to clarify the accounting for uncirtiain income
taxes recognized in a compasyinancial statements and prescribes the recognithd measurement of a tax position taken or ¢ggedo b
taken in a tax return. ASC 740 also provides guidaon deecognition, classification, interest and penaltescounting in interim perioc
disclosure and transition.

Under ASC 740, evaluation of a tax position is a-step process. The first step is to determinetlnegt is more-likely-thamot tha
a tax position will be sustained upon examinatianluding the resolution of any related appealdityation based on the technical merit:
that position. The second step is to measure pdsition that meets the more-likely-thaat threshold to determine the amount of benefite
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.
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Tax positions that previously failed to meet therenlikely-thannot recognition threshold should be recognizedhnfirst subseque
period in which the threshold is met. Previousdgagnized tax positions that no longer meet theerikely-than-not criteria should be de-
recognized in the first subsequent financial rapgrperiod in which the threshold is no longer met.

We had no items of uncertainty that were accruettoognized that had any impact on income tax esgoéor the quarter and n
months ended November 30, 2009 and 2008.

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

Comprehensive income for the quarters ended NoveB8the2009 and 2008, was $8,547,180 and $6,113r86pectively. Basic a
diluted earnings per share for comprehensive inctom¢he quarters ended November 30, 2009 and 20€8pf tax, were $0.58 and $0.
respectively. Comprehensive income for the ninenttm® ended November 30, 2009 and 2008, was $243@4and $18,509,1:
respectively. Basic and diluted earnings per sfareomprehensive income for the nine months erfdedember 30, 2009 and 2008, ne
tax, were $1.64 and $1.24, respectively.

Dividends. We declared and paid dividends when and in the atsas set forth in the following table:

Date Declared Date Paid Dividend Amount*
02/08/08 03/14/08 $ 0.0¢
05/21/08 06/16/08 $ 0.07
08/07/08 09/15/08 $ 0.07
10/22/08 12/15/08 $ 0.0¢
02/24/09 03/16/09 $ 0.07
05/07/09 06/15/09 $ 0.07
05/14/09 06/15/09 $ 0.2t
07/27/09 09/15/09 $ 0.2t
10/27/09 12/15/09 $ 0.2t

*  The dividend amounts reflect historical payments are not adjusted for any stock spl

Stock Split. On January 6, 2009, our board of directors autkdri five-forfour split of the common stock affected in the foofre
stock dividend, which was distributed on or aboebtftiary 16, 2009, to holders of record on Febr&ar009. Accordingly, all references
numbers of common shares and per share data iactt@mpanying financial statements have been adjusteeflect the stock split or
retroactive basis. The par value of the additisteres of common stock issued in connection viighstock split was credited t@€bdmmot
stock” and a like amount charged to “Additionalga@i-capital”. To accommodate this and a previous split on Au@&s2007, we increas
our authorized common stock from 10,000,000 shiaré8,750,000 shares.

(15) FAIR VALUE MEASUREMENTS

ASC 820,Fair Value Measurements and Disclosuseskiresses how companies should measure fair vdlae they are required to |
a fair value measure for recognition or disclosoueposes under GAAP. ASC 820 defines fair valstaldishes a framework for measu
fair value and expands disclosures about fair vahesasurements. ASC 820 is effective for fiscalrgeaeginning after November
2007. Effective March 1, 2008, management adopte@ 820 with the exception of certain non-finanaakets and nofinancial liabilities
that were specifically deferred by 820-10. In Feloy2008, the FASB issued ASC 820-that defers the effective date of ASC 820 fo pea
for certain nonfinancial assets and nonfinancailities. Adoption of ASC 8200 at March 1, 2008, did not have any impact onfmancia
condition, results of operations or cash flows.
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In February 2008, the FASB agreed to defer thecttffe date of ASC 820 for one year for certain meerficial assets and liabilitit
except those that are recognized or disclosedratdtue in the financial statements on a recurbagis (at least annually). Examples of it
that would be deferred include:

« Nonfinancial assets and nonfinancial liabilitiesttimitially are measured at fair value in a busgveombination or other new be
event, but are not measured at fair value in subgperiods

« 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 acities that are measured at fair value at initiglognition, but are not measured at
value in subsequent periot

The terminputsrefers to the assumptions that market participasésin pricing the asset or liability. ASC 820tidiguishes betwet
observable inputs&ind unobservable inputs Observable inputs reflect the assumptions mavketicipants would use in pricing the asse
liability based on market data obtained from indefent sources. Unobservable inputs reflect antyestiown assumptions about
assumptions market participants would use in pgitie asset or liability. ASC 820 indicates thalisation techniques should maximize the
of observable inputs and minimize the use of unoladse inputs. ASC 820 establishes a fair valwdrchy that prioritizes the inputs use
valuation techniques and creates the followingem®ad levels, with Level 1 being the highest fitsio

o Level 1 inputs: Level 1 inputs are quoted markétgs in active markets for identical assets orilitads that are accessible at
measurement date (e.g., equity securities tradetdeoNew York Stock Exchange

« Level 2 inputs: Level 2 inputs are from other tliaroted 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 activeamkets, or quoted market prices
identical or similar assets or liabilities in matkéhat are not active

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

Following is a table of Investment in Securitiesasgred at fair value on a recurring basis as ofeder 30 and February 28, 2(
using quoted prices in active markets for identasdets (Level 1); significant other observablesisagLevel 2); and significant unobserve
inputs (Level 3).

Level 1:
Quoted Prices in Level 2: Level 3:
Active Markets for  Significant Other Significant
Description Identical Assets Observable Inputs Unobservable Inputs  Total
November 30, 200 $ 4,471,09: - - $4,471,09.
February 28, 200 $ 2,704,06. - - $2,704,06:

Our financial assets and liabilities are cash aashcequivalents, certificates of deposit, accouateivable, a note receival
investments in securities, investments in polic&@sjnvestment in a corporation, accounts payatdeagcrued liabilities. The recorded va
of cash and cash equivalents, certificates of dgpasounts receivable, accounts payable, anduaddiabilities approximate their fair valt
based on their short-term nature and are discussbbtes 36. The recorded value of the note receivable ésdtiginal note amount pl
accrued interest. Market value is not readily dabeable; the note is discussed in Note 7. Thendsd value of investments in securitie
based on fair value and is discussed in Note & cHhnrying value of our investment in policies leta$16,346,696, which includes $271,25
capitalized premiums, and has an estimated fawmevalf $14,453,823. Fair value of the investmenpdticies account was calculated
performing a net present value calculation of sieefamount of the life policies for the total polifi. The investment in policies is discusse
Note 9. The recorded value of the investment éncdbrporation is cost. Market value is not readigyerminable; the investment is discusst
Note 10.
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In April 2009, the FASB issued ASC 820-1Bair Value Measurements and Disclosuréisat provides additional guidance
estimating fair value in accordance with ASC 82Mhew the volume and level of activity for the assetliability have significantl
decreased. ASC 820-10 also includes guidance emtifging circumstances that indicate a transactfomot orderly. ASC 8220 had n
impact on our financial condition, results of ogimas or cash flows.

(16) CONTINGENCIES

LPI is aware of certain instances wherein the imsce companies denied payment on policies in whigharranged the settlems
with purchasers. Most of these denials are relaednforeseeable reductions in face value. Fadaevof the policies in question tc
$756,751 and are recorded in accrued settlemerinasrpat November 30, 2009. During the nine moerided November 30, 2009, we accl
an additional $394,628 for future claims that migtise in relation to these policies and paid $268D,0f settlements during the nine mo
which had been accrued in the current and prepeusds.

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 note
(i) management has not concluded that it is prabdiht a loss has been incurred in any pendirggatitn; or (ii) 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 thaterially 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 dhstsve have a number of valid cla
and defenses in all pending litigation to whichave a party, as well as valid bases for appeafleérse 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) aamatching 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 esgefior our matching contributions to the 401(k)npller the nine months ended Novembel
2009 and 2008 was $73,882 and $55,320, respectively

(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 nine months ended November 3® 20d 2008, we paid Mr. Pardo $262,462 and $98r&8Bectively, for such use.
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(19) CORRECTION OF ERRORS IN PREVIOUSLY ISSUED FINANCIAL STATEMENTS

We made two changes that affected the nine monttledeNovember 30, 2008 Consolidated Statement sh Géows. We move
$3,026,210 from Cash and Cash Equivalents to a lim@witem called Certificates of Deposit, and wevad $2,512,222 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 Calslws 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 $ (1,941,25) $ =
Net increase in cash and cash equival $ 984475 $ 11,786,00
Cash and cash equivalents, end of pe $ 16,957,29 $ 19,983,50

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 inderstanding our financial position as of Novemb8r 3009, and results
operations for the three and nine months ended idbee 30, 2009 and 2008. As you read this discosséfer to our Consolidated Conder
Statements of Income and our Consolidated CondeBakuhce Sheet. We analyze and explain the differe between periods in the mats
line items of these statements. We presume tlaaters have read or have access to our Annual Repdform 10K for Fiscal 2009. TF
Notes to the Consolidated Condensed Financial i8&atts contained in our Annual Report note the figmt accounting policies used
preparing our financial statements, including pgelcrelating to the recognition of revenue andréeording of investments in life insural
policies. We presume that readers understandffibet ef these policies.

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 complegdgment, often as a result of the need to makimates about the effect of matters tha
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 aalilities, disclosures of contingt
liabilities, and the reported amounts of income axgenses during the reporting period which manag¢monsiders 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 materiatiynfthese 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 settlementdwer minor monitoring services provided subsegtethe settlement date. We amortize
deferred cost over the anticipated life expectasfape insureds.

On March 27, 2006, ASC 325-3(hvestments in Insurance Contractgas issued. The ASC states that an investor mest &
account for its investments in life settlement cactis using either the investment method or theviaiue method. The election shall be
on an instrumeniy instrument basis and is irrevocable. Underitivestment method, an investor shall recognizeritial investment at tt
purchase price plus all initial direct costs. Gouming costs (policy premiums and direct exterradts, if any) to keep the policy in force s
be capitalized. Under the fair value method, arestor recognizes the initial investment at thecpase price. In subsequent periods
investor remeasures the investment at fair value in its eytia¢ each reporting period and recognizes chandaiii value earnings (or otf
performance indicators for entities that do nooreégarnings) in the period in which the changesuoc We adopted ASC 328 as of Marc
1, 2006 (the beginning of Fiscal 2007) and choseatoe all of our investments in life settlemenhtracts using the investment method. A
November 30, 2009, the total of our investmentfendettlements held for our own account was vakte$l 6,346,69¢

We establish litigation and policy analysis lossemes based on our best estimates as to the tdtimgcome of continge
liabilities. This reserve analysis is necessarmgrtiperly 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, vapgaize 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 sivecoutcomes &
affected by numerous factors, many of which areohdyour control. As a result, there is a risk that 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.

The only material change between our estimatesaatuhl results in the current or prior periodsteslao the litigation with the Ste
of Florida. In that instance, we were unable tbneste an amount or time with regard to the resotubf that action, so no estimation
potential liability was made. That action was fulind completely resolved during the quarter enfleglust 31, 2009, and resulted in a ch.
of $770,000 to settlement expense in that quart@imour nine months settlement expenses endedriosr 30, 2009.

We must make estimates of the collectability ofcaets 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 savances are made. When pren
advances are repaid, the repayments are nettedsagaemium expense. We have not experienced atgrial changes in our estimate:
collectability versus actual results in the currenprior periods.

We review the carrying value of the property andipopent for impairment whenever events and circamss indicate that t
carrying value of an asset may not be recoveratden fthe estimated future cash flows expected tawiltrdsom 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 &irevhlue 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 NoveBtband February 28, 2009.
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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 investni® 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. Pphigess involves estimating our current tax expodagether 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 likelthttat our deferred tax assets will be recoverethffuture taxable income, and, to the e»
we believe that recovery is not likely, we mustbtish a valuation allowance. To the extent watdith 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

We follow accounting standards set by the Finan&@dounting Standards Board, commonly referredstdhe “FASB”. The FASE
sets the U.S. generally accepted accounting ptexifiGAAP”) that we follow to ensure we consistently report fim@ancial condition, resul
of operations and cash flows. References to GAgsBdd by the FASB in these footnotes are td-#®B Accounting Standards Codifical
Topic 105 (the “ASC").In June 2009, the FASB approved the FASB ASC, whashof July 1, 2009, became the single sourceithiaitative
nongovernmental GAAP. The ASC was not intendedhimange GAAP. Rather, the ASC reorganizes all pte/iGAAP pronouncements il
accounting topics, and displays all topics usingoasistent structure. All existing standards thvare used to create the ASC are
superseded, aside from those issued by the SEGcimgp the previous references to specific StatesnehFinancial Accounting Standards v
numbers used in the ASE5tructural organization. All guidance in the AB& an equal level of authority. The ASC is dffecfor financia
statements that cover interim and annual periodingnafter September 15, 2009. There was no impaabur financial position, results
operations or cash flows as a result of the ASC.

In September 2006, the FASB issued ASC &24ir Value Measurements and Disclosure®\SC 820 addresses how compa
should measure fair value when they are requiredgstoa fair value measure for recognition or dmale purposes under GAAP. ASC
defines fair value, establishes a framework for sneag fair value and expands disclosures about/édue measurements. Effective Marc
2008, management adopted ASC 820 with the excepmtfocertain non-financial assets and rfovancial liabilities that were specifica
deferred by ASC 820-10. In February 2008, the FA&Bied ASC 8200 that defers the effective date of ASC 820 todiig/ears beginnir
after November 15, 2008, for certain nonfinancigbeds and nonfinancial liabilities. In April 2008he FASB issued ASC 8215,
which provides additional guidance for estimatiag f/alue in accordance with ASC 820, when the nawand level of activity for the asse
liability have significantly decreased. ASC 820-also includes guidance on identifying circumstanthat indicate a transaction is
orderly. ASC 820 also provides clarification onasering liabilities at fair value when a quotedcprin an active market is not available
such circumstances, the ASC specifies that a valuaéchnique should be applied that uses eithegtiote of the liability when traded as
asset, the quoted prices for similar liabilitiessonilar liabilities when traded as assets, or heotaluation technique consistent with exis
fair value measurement guidance. We do not believéave any liabilities that will need to be measiat fair value and anticipate no imy
of this update. Adoption of ASC 82 during the nine months ended November 30, 2088 ,no impact on our financial condition, resuf
operations or cash flows.
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In December 2007, the FASB issued ASC 8Consolidation. ASC 810, among other things, provides guidance estdblishe
amended accounting and reporting standards forenpaompany’s nowentrolling interest in a subsidiary. ASC 810 vea®pted on March
2009, and had no impact on our financial conditresplts of operations or cash flows.

In March 2008, the FASB issued ASC 8D&rivative s and Hedging ASC 815 expands the disclosure requirements ajoentitys
derivative instruments and hedging activities. ¥erently have no derivatives and hedging actigittand so the adoption of ASC 81¢
March 1, 2009, had no impact on our financial ctiodj results of operations or cash flows.

In April 2009, FASB issued ASC 82%inancial Instruments.Entities shall include disclosures about the faitue of financie
instruments whenever it issues summarized finarniofakrmation for interim reporting periods. Engii shall disclose in the body or in
accompanying notes of their summarized financifdrination the fair value of all financial instrunterfor which it is practicable to estim
that value, whether recognized or not recognizeithénstatement of financial position. Adopted oarbh 1, 2009, ASC 825 had no impac
our financial condition, results of operations asls flows.

In April 2009, FASB issued ASC 320nvestments — Debt and Equity Securitie$his ASC amends the other-thtemporar
impairment guidance in GAAP for debt securitiesrtake the guidance more operational and to improgeptesentation and disclosure of
other-thantemporary impairments on debt and equity securitigbe financial statements. Adoption of ASC 30ing the nine months enc
November 30, 2009, had no impact on our finan@aldition, results of operations or cash flov

In May 2009, the FASB issued ASC 855bsequent EventsASC 855 requires entities to disclose the dateugh which they ha
evaluated subsequent events and whether the datspgonds with the release of their financial stegets. We have evaluated subsec
events through January 11, 2010 and have deterntir@dwve have no subsequent events to report. thkaopf ASC 855 during the nil
months ended November 30, 2009, had no impact pfir@ncial condition, results of operations orfcésws.

In August 2009, the FASB issued Accounting Stansldfddate 2009-09;air Value Measurements and Disclosures (ASC T8p)
Measuring Liabilities at Fair Value.This ASC applies to all entities that measure ligd$ at fair value within the scope of Topic 8a0c
provides clarification that in circumstances in @fhia quoted price in an active market for the igahtiability is not available, a reporti
entity is required to measure fair value using onanore other valuation techniques. We have nhliies that are traded or exchang
requiring measurement at fair value. Adoption &R Topic 820 for measuring liabilities during theenmonths ended November 30, 2(
had no impact on our financial condition, resuftgjperations or cash flows.

Life Partners

General. Life Partners Holdings, Inc. (“We” or “Life Pakrs”)is a financial services company and the parent emymf 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 settlementsPl performs services to transact policies betwten seller and buyer of life insural
policies, without taking title or control of the lpmes. These financial transactions involve tlueghase of life insurance policies at a discou
their face value for investment purposes.
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The Secondary Market for Life Insurance PoliciesPl was incorporated in 1991 and has conductesiness under the registe
service mark “Life Partnersince 1992. Our operating revenues are derivech fflees for facilitating life settlement transacsoriife
settlement transactions involve the sale of antiegidife insurance policy to another party. Bylisg the policy, the policyholder receives
immediate cash payment to use as he or she wighiespurchaser takes an ownership interest in dfieypat a discount to its face value i
receives the death benefit under the policy wherirthured dies.

Over the past few years, the distinction betweatical and life settlements has diminished andnhekets have largely merged. -
traditional viatical business has been inconsedglefur several years. Many state regulations goveoth types of transactions in the s,
manner and the services we provide for both tyfésansactions are the same. Thus, we view battical and life settlements to be within
same line of business and do not distinguish betwbhem for financial reporting purposes. Throughthuis report, we refer to all of ¢
transactions generally as “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 dentsl, we have made significant investment in getary software and processes
enable us to facilitate a higher volume of tranisast while maintaining our quality controls. Singar inception, we have facilitated o
100,000 purchaser transactions associated wittptinehase of over 6,200 policies totaling over $2illon in face value. We believe ¢
experience, infrastructure and intellectual cagitaks us a unique market position and will enalsl¢o maintain sustainable growth within
life settlement market.

The following table shows the number of settlemmritracts we have transacted, the aggregate féwesvaf those contracts, and
revenues we derived, for the three and nine maerided November 30, 2009 and 2008:

Three Months Nine Months
2009 2008 2009 2008
Number of settlemen 52 56 15€ 154
Face value of policie $162,131,37 $195,459,95 $447,336,81 $564,630,48
Average revenue per settlem: $ 595,52: $ 501,85¢ $ 560,68: $ 502,14t
Net revenues derivec $ 16,464,25 $ 14,246,34 $ 47,951,68 $ 39,918,57

*  The revenues derived are exclusive of brokerageefedral fees.
Comparison of the Three Months Ended November 30,009 and 2008

We reported net income of $8,431,924 for the thmeaths ended November 30, 2009 (“the Third Quanrtehis year”),compared t
net income of $7,282,878 for the three months erdieeember 30, 2008 (“the Third Quarter of last yeaOur stronger net income resul
primarily from a 10.2% increase in revenues andahility to increase our operating margins by rarimg highly selective in our purchas
strategies. The number of settlements transactetased from 56 to 52, the average revenue pégraetit increased by 18.7%, and reve
net of brokerage fees increased by 15.6%.

Revenues Revenues increased by $2,863,326 or 10.2% fro3nl$3,930 in the Third Quarter of last year to $8,256 in the Thit
Quarter of this year. This increase was due pilyngr an 18.7% increase in our average revenuesptement from $501,856 in the Tt
Quarter of last year to $595,524 in the Third Qeradf this year. This, in conjunction with highdglective purchasing, resulted in a 15
increase in the net revenues derived.
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During the periods, demand for our services renthisteong and the number of policies presented tahish met our purchasi
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 tlersiness model, which relies o
relatively narrow purchaser base. In contrastemw@loy a multielient business model and our purchaser base i imaader. While a sing
purchaser may account for a substantial shareveinteges during a particular quarterly period, wendb intend to become reliant upon
single purchaser and expect that no single purchebieaccount for a substantial share of revendsng the long-term.

We believe the increasing demand for our servioases from several factors, one of which is an imest trend toward diversifyil
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 pur@duthst 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 correlatettaditional 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, dompstichasers accounted for 99.1% of our revenuesglthe Third Quarter of this year. 1
ratio of domestic clients to international cliemas relatively unchanged from last year. We doanmticipate significant changes in the r
between domestic and foreign business during timaireder of this fiscal year.

Another contributing factor has been a greater lsupp financially attractive policies with high facvalue. We believe there i
growing awareness of the secondary market for ameg policies among potential sellers, especially those with higher face val
policies. This growing awareness has resultechiex@ansion of the supply of eligible and finangialttractive policies. We believe muck
our increased business is due to the greater sopphese policies, and we believe this trend eglhtinue.

Brokerage and Referral FeeBrokerage and referral fees increased 4.7% or $685irom $13,857,587 in the Third Quarter of
year to $14,503,000 in the Third Quarter of thiaryeBrokerage and referral fees as a percentageos§ revenue declined from 49.3% in
Third Quarter of last year to 46.8% in the Thirda@er of this year. In the Third Quarter of thiay, broker referrals accounted for 100¢
the total face value of policies transacted whichrichanged from Third Quarter of last year. [uart increase in the number of brokers ir
market that are presenting policies to us, we mated a substantial reduction in the concentragfdorokers that provide policies to us. For
Third Quarter of this year, only two brokers acamahfor more than 10% of the face value of all ctatgal transactions, and constituted 23
of the total face value of completed transacticomgared to the Third Quarter of last year in wipclicies presented from two brokers hay
10.0% or more of the face value transacted comstitd0.6% of the total face value of all completagsactions.

Brokerage and referral fees generally increase emredise with revenues, face values of policiessa@ted, and the volume
transactions, although the exact ratio of fees ey according to a number of factors. Brokers radjust their fees with the individi
policyholders whom they represent. In some inganseveral brokers may compete for representafitimee same seller, which may resul
lower broker fees. Referral fees also vary depandin factors such as varying contractual obligegtionarket demand for a particular kint
policy or life expectancy category and individugreements between clients and their referring firrplanners. No broker fees are |
when a life settlor is not represented by a braket the life settlor presents a policy to us diyect

Many states now license life settlement brokeragiity, which may result in the capping of feesgseater disclosure of fees, eit
of which would tend to lower the fees.
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Expenses Operating and administrative expenses increasegl3® or $228,167 from $3,643,880 in the Third Qeradf last year 1
$3,872,047 in the Third Quarter of this year dlide increase is a result of increases in primgigmium advances, impairment in ow
policies, and bonuses, netted by a large decredsgal and professional fees.

During the Third Quarters of this year and lastryesge made premium advances of $621,590 and $389r82pectively, and we
reimbursed $150,430 and $106,909, 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 amdhave advanced the premium
maintain the policies. While we have no contractwaother legal obligation to do so, and do notgioin every instance, we have m
premium advances as an accommodation to certachasers based on our assumptions that we will atélyp recoup the advances. W
some purchasers repay the advances directly, regaiments of these premiums will come most likelyagsriority payment from the poli
proceeds when an insured dies. We record the prenaidvances as an expense at the time of the azhaart treat reimbursements ¢
reduction in this expense. We are unable to estirtiee 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 decreased from $636,92@aMe in the Third Quarter of last year to $46Z,®f income in the Thil
Quarter of this year primarily due to interest rdéelines on investments. The Third Quarter of yleiar shows no interest expense compar
the Third Quarter of last year due to retiring libveg-term debt in April 2009.

Income Taxesincome tax expense increased by $668,087 from $305 in the Third Quarter of last year to $4,692,f the Thir
Quarter of this year. The increase was due priyneria $1,817,133 increase in income before inctares, taxed at 35%.

Comparison of the Nine Months Ended November 30, 2@ and 2008

We reported net income of $23,502,408 for the Nifenths ended November 30, 2009 (“the First Nine Menof this year),
compared to net income of $20,134,942 for the Nimaiths ended November 30, 2008 (“the First Nine Merof last year”).Our stronger ni
income resulted primarily from a 13.1% increaseeivenues and our ability to increase our operatiaggins by remaining highly selective
our purchasing strategies. The number of settlesngahsacted increased from 154 to 156, the avamagmue per settlement increase!
11.7%, and revenues net of brokerage fees incréns2a.1%.

RevenuesRevenues increased by $10,135,625 or 13.1% fronB$8801 in the First Nine Months of last year 87 #66,426 in tt
First Nine Months of this year. This increase wae primarily to an 11.7% increase in our averayemue per settlement from $502,148 ir
First Nine Months of last year to $560,682 in tHestFNine Months of this year, continuing a trermvard transactions with larger fi
amounts. This, in conjunction with highly seleetpurchasing, resulted in a 20.1% increase in ¢heavenues 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. Misiur competitors have adopted a single or prefkslient 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.
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We believe the increasing demand for our serviesslts from several factors, one of which is aregtment trend toward diversifyi
investment portfolios and avoiding economically sitve investments. Returns on life settlementsl@sed 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 correlatettaditional 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, dutireg First Nine Months of this year, domestic pussia accounted for 98.8% of
revenues. The ratio of domestic clients to inteomal clients was relatively unchanged from lassaly 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 a greater lupp financially attractive policies with high facvalue. We believe there i
growing awareness of the secondary market for amie policies among potential sellers, especially those with higher face val
policies. This growing awareness has resultechiex@ansion of the supply of eligible and finangialttractive policies. We believe muck
our increased business is due to the greater sgppiese policies, and we believe this trend wolhtinue.

Brokerage and Referral FeeBrokerage and referral fees increased 5.6% or 516 from $37,412,230 in the First Nine Month
last year to $39,514,746 in the First Nine Monththis year. Brokerage and referral fees as agmeage of gross revenue declined from 4¢
in the First Nine Months of last year to 45.2% e tirst Nine Months of this year. In the FirsnBliMonths of this year, broker refer
accounted for 99.1% of the total face value ofge$ transacted compared with 99.9% of the policessacted in the First Nine Months of
year. Due to an increase in the number of broietise market that are presenting policies to weshave noted a reduction in the concentr:
of brokers that provide policies to us and a deswdn brokerage fees. For the First Nine Monththisf year, one broker accounted for n
than 10% of the face value of all completed tratisas and represented 15.8% of completed transexti®olicies presented from four brol
having 10% or more of face value transacted canstit55.7% of the total face value of all compldtamsactions during the First Nine Mor
of last year.

Brokerage and referral fees generally increase emredise 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, seveoliels may compete for representation of the sarher,sehich may result in lower brok
fees. Referral fees also vary depending on facioch as varying contractual obligations, markehaled for a particular kind of policy or |
expectancy category and individual agreements letwbents and their referring financial plannelo broker fees are paid when a life se
is not represented by a broker and the life sepilesents a policy to us directly.

Many states now license life settlement brokeragivity, which may result in the capping of feesgoeater disclosure of fees, eit
of which would tend to lower the fees.

Expense sOperating and administrative expenses increase28lf6 or $2,910,818 from $10,362,066 in the FisieNMonths of las
year to $13,272,884 in the First Nine Months o§ th¢ar due primarily to increases in settlementsc@nployee and executive bonuses d
increased profitability, hourly and salaried emgeywages due to our higher number of employeespipne advances, investor relatic
impairment of owned policies, state franchise tagae to increased profitability and aircraft traeapenses. A significant portion of
settlement costs was the result of a settlemetit thé State of Florida in the amount $770,000.
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During the First Nine Months of this year and hkasér, we made premium advances of $1,734,760 and $18668spectively, at
were reimbursed $456,875 and $305,883, respectivalihe typical life settlement, policy premiurios the insured projected life expectan
are added to the purchase price and reserved tdupane premiums. When the premium reserve is esieal, purchasers are contractt
obligated to pay policy premiums. In some instanqairchasers have failed to pay the premiums amdhave advanced the premium
maintain the policies. While we have no contractuaother legal obligation to do so, and do notgipin every instance, we have m
premium advances as an accommodation to certachasers based on our assumptions that we will atélyp recoup the advances. W
some purchasers repay the advances directly, regaiments of these premiums will come most likelyagsriority payment from the poli
proceeds when an insured dies. We record the premaidvances as an expense at the time of the ashaamt treat reimbursements ¢
reduction in this expense. We are unable to estirtiee 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 $1,48@6Bicome in the First Nine Months of last year$th 703,466 of income in t
First Nine Months of this year primarily due to ggifrom the Investment in Partnership convertingridnvestment in Corporation at May
2009, gains from maturities of owned policies, liby lower interest income.

Income Taxesincome tax expense increased by $1,970,754 fron®HRALO0 in the First Nine Months of last year 1@ 879,854 i
the First Nine Months of this year. The increaseswue primarily to a $5,338,220 increase in incbefere income taxes, taxed at 35%.

Contractual Obligations
The following table summarizes our outstandingdea@mmitments as of November 30, 2009:

Payments Due By Yeal

Less than 1
Contractual Obligations Total Year lto3Years 4to5 Years After5 years
Lease commitment $ 152,75¢ $ 61,75, $ 67,000 $ 24,000 $ -
Total $ 152,75¢ $ 61,75. $ 67,000 $ 24,000 $ -

Liquidity and Capital Resources

Operating Activities Net cash flows provided by operating activities fioe First Nine Months of this year were $22,368,0Fhe
cash flows from operating activities resulted prityafrom net income of $23,502,408; an increasadgounts payable of $1,104,203 thi
related to commissions due on closings; and are&se in accrued liabilities of $815,711 due prilpan accrued bonuses; reduced by
increase in accounts receivable of $2,939,318 ddiening of closings at the end of the quarter.t dish flows provided by operating activi
for the First Nine Months of last year were $24,287. The cash flows from operating activities fast year resulted primarily from |
income of $20,134,942 and a decrease in accouotdvable of $5,388,580 due primary to collectionpoémium loans; less an increas
accounts payable of $1,539,724.

Investing Activitie s Net cash flow used in investing activities was £%,984 during the First Nine Months of this ye@his amour
consists of $7,656,105 used for the purchase dtipslfor investment purposes, $354,741 for purebasf property and equipment i
$348,522 invested in marketable securities less$833,237 of certificate of deposit maturitie<d &101,147 in return of equity in |
corporation investment. In comparison, in the tAitme Months of last year, we used $10,967,984rfeesting activities, of which $6,480,€
was for the purchase of policies for investmenppses, $1,941,258 for investments in certificafedeposit, $1,750,000 for an investment
partnership (now a corporation), $460,053 for mefle securities and $336,018 for purchases ofgrtp@and equipment.

Financing Activities :We used $10,288,849 of net cash in financing am#iduring the First Nine Months of this year.e
components of financing activities are $9,509,7a6dividends and $779,073 to retire our long teebtd We used $3,447,452 of net cas
financing activities in the First Nine Months oftayear. We paid dividends of $2,370,977, purcthaseasury stock for $699,051 and m
payments of $377,424 on long-term debt. Our trgastock purchases follow the Boasdlecision of January 15, 2008, to repurchase opé¢
million shares of our common stock when we belisgrket conditions warrant and we have adequatesfuiitie authorized resolution is ¢
in effect. Since the authorization, we have repased 165,338 shares at a total cost of $1,635&4did not make any treasury st
purchases during the current First Nine Months.
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Working Capital and Capital Availability As of November 30, 2009, we had working capita$28,231,075. Although it is unlike
we would use it, we maintain a credit line to faate our shorterm cash flow management and operating capitaliregents. The credit il
is secured by cash and securities on deposit.f A®eember 30, 2009, it carried an interest raté/atl Street Journal Prime Rate of 3.25%
had a borrowing, and available, base of $2.9 mmillidhere was no outstanding balance as of NoveBther February 28, 2009.

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

Outlook

We continue to produce strong financial results ergect that our growth trends will continue. Wadidve our company and ¢
industry are fundamentally sound and well posittbrie deal with the current uncertainty in the fio@h and capital markets. Our |
settlements are not correlated to the financiat@nmodities markets, which increases their appealncertain times. Further, we h
comfortable amounts of cash and cash equivaléfs.carry no operational debt and do not rely oredage in our capital structure. We
rely, however, upon the availability of investmerapital. While it is conceivable that a deep ficiah crisis could diminish the supply
investment capital throughottte economy, our experience during the First Nirentis of this year indicates that greater investnoapita
will be placed in life settlements. We believestis due to the fact that returns in life settletaeare relatively attractive and not correlate
the performance of the financial markets.

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

Off-Balance Sheet Arrangements
We do not engage in any off-balance sheet arrangenoe 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 inastartes relates primarily to our investment plidf We invest our excess cash in depos
accounts with financial institutions and in incoared equityeriented investment funds. We attempt to protect preserve our invested ful
by limiting default, market, and reinvestment rtkkough portfolio diversification and review of tlfieancial 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 collateddebt obligations in our investment portfolio.

Investments in both fixed rate and floating rateeriest earning instruments carry a degree of istaede 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.
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Some of our investment funds may have investmeantderivative 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 esg@dttinterest rates fall. Due in part to thesetdes, our future investment income r
fluctuate due to changes in interest rates. We sodfer losses in principal if forced to sell séties 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 floér 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&nhge Act”)),as of the end of the periods covered by this repBeased upon su
evaluation, our Chief Executive Officer and Chi@fidncial 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, summarizedrepdrted, within the time periods specified in t8&C’s rules and forms a
(i) information required to be disclosed by uglie reports that we file or submit under the ExgjegaAct is accumulated and communicate
our management, including our principal executind arincipal financial officers, or persons perfanghsimilar functions, as appropriate
allow timely decisions regarding required discl@sur

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;iregarding the accounting for investments iticges and in an outsit
venture;

« Improved and updated the review of internal cordiatuments, revising and supplementing as neededj@umenting the revie\

« 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 GAsdladure checklists during the preparation anéerewf financial statements.
We implemented these changes during the quartexdelidy 31, 2009. We believe that testing of oterimal controls and review
our financial statements will determine that thdamced controls are operating effectively. Integuntrols 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 matgniveaknesses noted in the Form 10-

K for the fiscal year ended February 28, 2009, éhsere no changes in our internal control overrfaia reporting that have materie
affected, or are reasonable likely to materialfgetf, our internal control over financial reporting
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

During the First Nine Months of this year and Igsar, we incurred settlement expenses of $1,9544005952,881, respectively,
the resolution of litigation or potential litigatio In some instances, we have repurchased inteiregtolicies to settle claims. In these ce
only the excess (if any) of the settlement paymmrdr the investment cost of the repurchased pdlitgrest is charged to settlem
expense. The balance is recorded on our balarss gk an asset under “Investments in policiasg’ the cash expenditure is recorded ol
cash flow statement under “Purchase of policiesrfeestment purposes and capitalized premiunkst these types of settlements during
First Nine Months of this year, we recorded $7,866, for purchases of policies for investment puegspshe bulk of which related to
settlement of a proceeding with the Securities Casgioner for the State of Colorado. See footnotdn®estment in Policies, to t
Consolidated Condensed Financial Statements.

On June 9, 2006, a putative class action casdeshkiarl Parchia et al. v. Life Partners, IncGause No. 2006-2258-4was filec

against us in the 17®District Court of McLennan County, Texas. Thisiactalleged breach of contract in connection widkising purchase
of premiums that come due on policies in whichagkerow for premiums has been exhausted. The wissever certified and, on October
2009, Plaintiff amended his complaint withdrawirgcéaims of a class action. On December 8, 2@08intiff withdrew his complaint and t
matter was resolved without incurring any settlenexpense.

We are subject to other legal proceedings in titBnary 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 anauofable 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 faterially 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 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: January 11, 2010
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 INDEX

DESCRIPTION OF EXHIBITS

Number Description Page
31.1 Rule 13i-14(a) Certification: 30-31
32.1 Section 1350 Certificatio 32
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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 cordgajnuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ngadisg with respect to the per
covered by this report; ar

Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amndtf@ 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) atetrial control over financial reporting (as defiria Exchange Act Rules 13&(f)
and 15+15(f) for the registrant and hav

(a) designed such disclosure controls and proceduresaased such disclosure controls and procedurdsetaesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to u
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 riegaittie reliability of the financial reporting arttie preparation of financ
statements for external reporting purposes in alzoare with generally accepted accounting principl

(c) evaluated the effectiveness of the registrantelassire controls and procedures and presentedsimehort our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

(d) disclosed in this report any change in the regit’s internal control over financial reporting thatoed during the registre's mos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasoy
likely to materially affect, the registré's internal control over financial reportir

The registrant's other certifying officers and éadisclosed, based on our most recent evaluatioimternal control over financi
reporting, to the registrant's auditors and theitacommittee of registrant's board of directors fmrsons performing the equival
functions):

(a) all significant deficiencies and material weaknessgethe design or operation of internal controkiofinancial reporting which a
reasonably likely to adversely affect the regidtsability to record, process, summarize and refieancial information; an

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

Date: January 11, 2010

/s/ Brian D. Pards
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 cordgainuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this report; ar

Based on my knowledge, the financial statementd, ather financial information included in this repdfairly 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 del
in Exchange Act Rules 13a-15(e) and 15d-15(e) atetrial control over financial reporting (as defiiea Exchange Act Rules 13&b(f)
and 15+15(f) for the registrant and hav

(a) designed such disclosure controls and procedumregawsed such disclosure controls and procedurdsetaesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
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 finah@gorting to be designed under
supervision, to provide reasonable assurance riagattie reliability of the financial reporting arttie preparation of financ
statements for external reporting purposes in alscare with generally accepted accounting princjy

(c) evaluated the effectiveness of the registrantslaisire controls and procedures and presentedsimeport our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

(d) disclosed in this report any change in the regid’s internal control over financial reporting thatorred during the registré s mos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasoy
likely to materially affect, the registré's internal control over financial reportir

The registrant's other certifying officers and Wéadisclosed, based on our most recent evaluatioimternal control over financi
reporting, to the registrant's auditors and theitacommittee of registrant's board of directors fmrsons performing the equival
functions):

(a) all significant deficiencies and material weaknssigethe design or operation of internal controéiofinancial reporting which a
reasonably likely to adversely affect the regidtsability to record, process, summarize and refieancial information; an

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

Date: January 11, 2010

/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 periatda?ng November 30, 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 gmets, in all material respects, the financial ctadiand results of operations
the Company as of and for the periods coveredarRéport

Date: January 11, 2010

/s/ Brian D. Pards

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

/s/ David M. Martin

David M. Martin
Chief Financial Office!




