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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

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

For The Quarterly Period Ended June 30, 2009
or

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

For The Transition Period From to

Commission File Number: 001-09293

PRE-PAID LEGAL SERVICES, INC.

(Exact name of registrant as specified in its @rart

Oklahoma 73-1016728
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
One Pre-Paid Way, Ada, Oklahoma 74820-5813
(Address of principal executive offices) (Zip Code)

(Registrants' telephone number, including area)c¢880) 436-1234

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastags.

Yes |X| No | |

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRiie 405 of Regulation S-T during the precediBgribnths (or for such shorter period
that the registrant was required to submit and posh files).

Yes |X| No | |

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of "large accelerfited" "accelerated filer" and "smaller reporticgmpany" in Rule 12b-2 of the Exchange
Act.

Large accelerated filer | | Accelerated filer |[XnNaccelerated filer | | (do not check if a smakgrorting company) Smaller reporting
Company | |

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Bxgfe Act) Yes | | No |X]

The number of shares outstanding of the regissranthmon stock (excluding 4,852,179 shares heticcasury) as of July 22, 2009 w



10,965,299.
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ITEM 1. FINANCIAL STATEMENTS

PRE-PAID LEGAL SERVICES, INC.
CONSOLIDATED BALANCE SHE ETS
(Amounts in 000's, except par values)
ASSETS
June 30, December 31,
2009 2008
Current assets: (Unaudited )

Cash and cash equUIValENTS.......ccccceeveeeees s $ 29,064 $ 26,528
Available-for-sale investments, at fair value.... 10,201 12,812
Membership fees receivable....................... 5,948 6,639
INVENTONIES....vvvveirieeriercee e 1,300 1,285
Refundable income taxes...........cccccoeuveene 1,817 687

Deferred member and associate service costs...... 14,756 15,737



Deferred income taxes
Other asSetS.........cccveeieeeiiiveeiiiieenns

Total current assets........cccovverveennee.
Available-for-sale investments, at fair value......
Investments pledged...........cccvevvvieennnes
Property and equipment, net...............cc.....
Deferred member and associate service costs........
Other @sSetsS.......ccoeevviiieniieeeiiiieenins

Total assets......cccevvvvveviiieennnnnn,
LIABILITIES AND STOCKHOLDERS'

Current liabilities:
Membership benefits payable.....................
Deferred revenue and fees............cccccueenee
Current portion of capital leases payable........
Current portion of notes payable.................
Accounts payable and accrued expenses............

Total current liabilities......................

Capital leases payable...........ccceeeveeene
Notes payable....................
Deferred revenue and fees.............cceeennes
Deferred income taxes..........
Other non-current liabilities...

Total liabilities.........c.ccoveevveeenne

Stockholders' equity:
Common stock, $.01 par value; 100,000 shares auth
16,254 issued at June 30, 2009 and December 31,
Retained earnings..........ccccvevvevivneenns
Accumulated other comprehensive income (loss)....
Treasury stock, at cost; 4,852 shares held at Jun
December 31, 2008, respectively................

Total stockholders' equity...................

Total liabilities and stockholders' equity.

The accompanying notes are an integral part oktfinancial statements.

PRE-PAID LEGAL SERVICES,
CONSOLIDATED STATEMENTS OF
(Amounts in 000's, except per sha
(Unaudited)

Revenues:
Membership fees........cccooeiiiiiinns
Associate Services...........ceevuvvvvevennenns

Costs and expenses:
Membership benefits....
COMMISSIONS. ....oeeeiiiiiiieieiiee e
Associate services and direct marketing..........
General and administrative.......................
Other, Net.......cccooeivveeiiec e

Income before income taxes...............cccuuue.
Provision for income taxes

Net iINCOMEe......ccovvviiiieeeeeee e

Basic earnings per common share....................

Diluted earnings per common share..................

6,200
75,039
20,637
4,039
53,445
2,003
7,680
$ 162,843
$ 12,013
26,556
24
22,408
16,327
77,328
910
37,251
2,003
5,646
7,898
131,036
orized; 15,823 and
2008, respectively................. 158 163
. 149,788 130,832
475 (160)
(99,028 ) (99,028)
.................................... 51,393 31,807
.................................... $ 169,133 $ 162,843
INC.
INCOME
re amounts)
Three Months Ended Six Mon ths Ended
June 30, Jun e 30,
2009 2008 2009 2008
........... $105,516 $109,456 $212,421 $ 218,516
........... 5,908 6,303 11,190 12,346
........... 969 1,096 1,902 2,196
112,393 116,855 225,513 233,058
36,013 37,850 72,218 75,112
29,335 31,196 56,347 62,020
. 6,502 7,029 13,305 12,633
........... 12,922 13,761 26,305 26,335
........... 1,845 2,927 4,134 7,093
86,617 92,763 172,309 183,193
........... 25,776 24,092 53,204 49,865
9,985 9,036 20,312 18,867
........... $ 15,791 $ 15,056 $ 32,892 $ 30,998
........... $ 144 $ 125 $ 297 $ 254
........... $ 144 $ 125 $ 296 $ 254




The accompanying notes are an integral part oktfiancial statements.

PRE-PAID LEGAL SERVICES,

CONSOLIDATED STATEMENTS OF COMPREH

(Amounts in 000's)
(Unaudited)

Net iINCOME......ccovvviiiiieeeeeee e

Other comprehensive income (loss), net of tax:
Foreign currency translation adjustment..........

Unrealized (losses) gains on investments:
Unrealized holding (losses) gains arising durin
Reclassification adjustment for realized losses

included in net income.......................

Other comprehensive income (loss), net of income ta
$(10) and $(166) for the three months and $71 and
for the six months ended June 30, 2009 and 2008,
respectively......ccveeeveeeiieeeeiesiiees

Comprehensive iNCOMEe.........ccccceveveereeeennn.

INC.
ENSIVE INCOME

Three Months Ended Six Mon

June 30, Jun

2009 2008 2009

............ $ 15,791 $ 15,056 $ 32,892

............ 720 111 503
g period.... 19 (270) 217
(gains)
............ (37) 11 (85)
(18) (259) 132
xes of
$(200)

............ 702 (148) 635

............ $ 16,493 $ 14,908 $ 33,527

The accompanying notes are an integral part oktfiancial statements.

PRE-PAID LEGAL SERVICES,
CONSOLIDATED STATEMENTS OF CA
(Amounts in 000's)
(Unaudited)

Cash flows from operating activities:

Net iNCOME.......cocvvveiiiiiii e

Adjustments to reconcile net income to net cash pro
by operating activities:
Benefit for deferred income taxes................
Depreciation and amortization....................
Decrease in Membership income receivable.........
(Increase) decrease in inventories.... .
Increase in income tax receivable................
Decrease in deferred member and associate service
Increase in other assets...........ccccceeeinee
Decrease in accrued Membership benefits..........
Increase in deferred revenue and fees............
Increase in other non-current liabilities........
Decrease in income tax payable...................
Decrease in accounts payable and accrued expenses

Net cash provided by operating activities......

Cash flows from investing activities:
Additions to property and equipment..............
Purchases of investments - available for sale....
Maturities and sales of investments - available f

Net cash used in investing activities..........

Cash flows from financing activities:
Proceeds from exercise of stock options and relat
Tax benefit on exercise of stock options.........
Proceeds from issuance of debt...................

INC.
SH FLOWS

Six Mont
June

ed tax withholding payments......... 108

ths Ended
e 30,

hs Ended
30,



Decrease in capital lease obligations........... (112) (10)

Repayments of debt...........ccccceeviiiennne (13,288) (9,954)
Purchases of treasury stocK...................... (14,063) (27,763)
Net cash used in financing activities ........ . s (27,240) (27,546)
Net increase (decrease) in cash and cash equivalent [T 2,536 (1,770)
Cash and cash equivalents at beginning of period... 26,528 24,941
Cash and cash equivalents at end of period......... . $ 29,064 $ 23,171
Supplemental disclosure of cash flow information:
Cash paid for iNterest......cccovveevcceeeces e $ 714 $ 2,310
Cash paid for iNCOME taXeS......cocevvveeecees s $ 23,509 $ 27,878
Non-cash activities - capital lease obligations i NCUIred.......coevveeviineiinnne $ 446 $

The accompanying notes are an integral part oktfiancial statements.
PRE-PAID LEGAL SERVICES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Except for per share amounts, dollar amountshiesaare in thousands unless otherwise indicated)

(Unaudited)
Note 1 - Basis of Presentation

The accompanying consolidated financial statemamtisnotes thereto have been prepared pursuare talés and regulations of the
Securities and Exchange Commission. Accordinglstage disclosures normally included in financiateiments prepared in accordance with
accounting principles generally accepted in theté¢hStates of America ("GAAP") have been omittdde Bccompanying consolidated
financial statements and notes thereto shoulddmireconjunction with the consolidated financialtements and notes thereto included ir
2008 Annual Report on Form 10-K. Terms such as ;Vi@ir" and "us" are sometimes used as abbreviafedences to Pre-Paid Legal
Services, Inc.

In our opinion, the accompanying unaudited finalnsiatements as of June 30, 2009, and for the thaeeh and six month periods ended
June 30, 2009 and 2008, reflect adjustments (whiede normal and recurring) which, in our opiniore aecessary for a fair statement of our
financial position and results of operations ofititerim periods presented. Results for the threattmand six month periods ended June 30,
2009 are not necessarily indicative of results etqubfor the full year.

The preparation of financial statements in confeymiith accounting principles generally acceptethi@ United States of America requires

to make estimates and assumptions that affeceffmted amounts of assets and liabilities andasce of contingent assets and liabilities at
the date of the financial statements and the redamounts of revenues and expenses during theirgpperiod. Actual results could differ
from those estimates.

Note 2 - Contingencies

On March 27, 2006 we received a complaint filedBbgckburn & McCune PLLC, a former provider attorraw firm, in the Second Circuit
Court of Davidson County, Tennessee seeking conaperysand punitive damages on the basis of allegstdf breach of contract and fraud.
On May 15, 2006 the trial court dismissed plaitgifomplaint in its entirety. Plaintiff amended tr@mplaint to allege fraud and breach of
fiduciary duty on June 12, 2006 and filed a nottappeal on June 13, 2006. On August 24, 200Ctheat of Appeals reversed the ruling of
the trial court and remanded the suit to the triaalrt for further proceedings. On June 24, 2008 tttal court granted our motion for summary
judgment and dismissed plaintiff's action agairssinuits entirety. Plaintiff has appealed this ardéne ultimate outcome of this matter is
determinable.

On March 23, 2007 we received a Civil Investigaidemand ("CID") from the Federal Trade CommissitfiTC") requesting information
relating to our Identity Theft Shield and ADRS Praxg. On April 20, 2009 we received a letter frora BT C alleging misrepresentations in
sales materials used in our Identity Theft Shield ADRS program such that we made false and misigadaims about the effectiveness of
ADRS for helping organizations comply with governmhdata security requirements. Revisions to theketarg materials originally provided
to the FTC have been made subsequent to the ioilamunication with the FTC. The FTC could decmdeammence administrative or
federal court proceedings for purposes of detemgimihether there has been a violation and might aeriety of remedies, including
injunctive relief. We are working with the FTC teach a mutually acceptable resolution. The ultinnateome of the matter is n



determinable but we will vigorously defend our metgts in this matter.

We are a defendant in various other legal procegsdimat are routine and incidental to our busind&swill vigorously defend our interests
all proceedings in which we are named as a deféndéamalso receive periodic complaints or requsstinformation from various state and
federal agencies relating to our business or theithes of our marketing force. We promptly respidio any such matters and provide any
information requested. While the ultimate outcorhthese proceedings is not determinable, we dewoently anticipate that these
contingencies will result in any material adverffect to our financial condition or results of op#on, unless an unexpected result occurs in
one of the cases. The costs of the defense of tleesris matters are reflected as a part of geamdkadministrative expense, or Membership
benefits if fees relate to Membership issues, indgbnsolidated statements of income. We have ésteblan accrued liability, we believe v
be sufficient to cover estimated damages in commegtith various cases (exclusive of ongoing dederssts which are expensed as incurl
which at June 30, 2009 was $50,000. We believevithdiave meritorious defenses in all pending casdswill vigorously defend against the
claims. However, it is possible that an adverseame in certain cases or increased litigation costtd have an adverse effect upon our
financial condition, operating results or cash #ow particular quarterly or annual periods.

Canadian taxing authorities are challenging postiohour commission and general and administrateductions for tax years 1999 - 2002
and have tax assessments which aggregate $5.@millhe Canadian taxing authorities contend comarisgeductions should be matched
with the membership revenue as received, we corttess commissions are deductible when paid. UGdaadian tax laws, our commission
payments are treated as a prepaid expense andse@badeduction of commission on the fact thathallservices (the sale of the
membership) have been performed by the sales ass@tithe time of sale therefore this prepaid egpdthe commission payments) is
deductible when paid. Also, the commission paynietdxable to the sales associate when paid arfdyeaes we issue a T4 (Canadian 1099
equivalent) to sales associates for the total casion payments made during that year. In addit@@madian taxing authorities challenged
allocation of general and administrative expened&danadian operations. We contended the allocafigeneral and administrative expenses,
based on the percentage of Canadian new membeuwstiifen and the Canadian percentage membershifesda, was reasonable. During
July 2007 we received and later accepted a settieaffer from the Canadian taxing authorities reljag the general and administrative
deductions which would allow us to claim a dedutiim the Canadian tax return for over 70% of thiesas. This settlement offer allowed us
to amend our U.S. federal tax returns and dedectdmaining 30% of these items. The Canadian teadirtigorities amended Canadian tax
returns to reflect the changes in our general andir@strative expense and issued credits for teec@ated taxes, penalty and interest. We did
not prevail on the commission issue on our appetdd Canadian taxing authorities and on Decem®g2008 filed our Notice of Appeal

with the Tax Court of Canada. We have paid allakgessed tax, penalty and interest relating todhemission issue and at June 30, 2009
have $3.3 million recorded in Other Assets, Currenich represents the amount of refund we expegltimately receive. We have
established an accrued liability we believe willdodficient to cover any additional estimated pgnahd interest assessment in connection
with these items, which at June 30, 2009 was $800,W/e believe it is more-likely than not that wil wrevail on our tax position relative to
these items, however, it is possible that an adveuscome could have an adverse effect upon oandial condition, operating results or cash
flows in particular quarterly or annual periods.

Note 3 - Treasury Stock Purchases

We announced on April 6, 1999, a treasury stocklmse program authorizing management to acquite 500,000 shares of our common
stock. The Board of Directors has increased sutthoaization from 500,000 shares to 15 million skateough subsequent board actions. At
June 30, 2009 we had purchased 14.2 million trgashares under these authorizations for a totadideration of $421.2 million, an average
price of $29.70 per share. We purchased and foymetired 13,315 shares of our common stock dutieg2009 second quarter for $525,000,
or an average price of $39.42 per share, reducing@mmon stock by $133 and our retained earniggsb5,000. See Note 6 below. Given
the current interest rate environment, the natéistteer investments available and our expected flasls, we believe that purchasing treas
shares enhances shareholder value and may seslatite sources of financing to continue or ac@ttethe program. Any additional treas
stock purchases will be made at prices that weidenattractive and at such times that we beliedenet unduly impact our liquidity.

Note 4 - Earnings Per Share

Basic earnings per common share are computed ligirtjivnet income by the weighted average numbshafes of common stock
outstanding during the respective period. Dilutathéngs per common share are computed by dividaigncome by the weighted average
number of shares of common stock and dilutive g@kocommon shares outstanding during the respegtdriod. The weighted average
number of common shares is increased by the nuoflibiutive potential common shares issuable onetkercise of options less the number
of common shares assumed to have been purchadethe/iproceeds from the exercise of the optionsyaurt to the treasury stock method,;
those purchases are assumed to have been madeaaethge price of the common stock during theaese period.

Three Months Six Months
Ended June 30, Ended June 30,
Basic Earnings Per Share: 2009 2008 2009 2008
Earnings:
NEtINCOME ..ot e $ 15,791 $ 15,056 $ 32,892 $ 30,998
Shares:
Weighted average shares outstanding............... .~ L 10,980 12,016 11,091 12,189

Diluted Earnings Per Share:
Earnings:



NetinCome....cocoovvieiiiiiiiievieeeeee $ 15,791 $15,056 $ 32,892 $ 30,998

Shares:

{/_\;(-e-i-g_hted average shares outstanding................. L. 10,980 12,016 11,091 12,189
Assumed exercise of OptioNS.......ccoccvveeeeeeeee s 13 19 13 20
Weighted average number of shares, as adjusted..... 10,993 12,035 11,104 - 12209
Shares issued pursuant to option exercises......... .. - - 5 6 ¥

Options to purchase shares of common stock are@edlfrom the calculation of diluted earnings gears when their inclusion would have
an anti-dilutive effect on the calculation. No apts were excluded for the three month and six mpattods ended June 30, 2009 and 2008.

Note 5 - Recently Issued Accounting Pronouncements

In September 2006, the Financial Accounting Stashsi&oard ("FASB") issued Statement of Financialating Standards ("SFAS") No.
157, "Fair Value Measurements" ("SFAS 157"). SFAS dlefines fair value, establishes a frameworknfeasuring fair value, and expands
disclosures about fair value measurements. We ad@AS 157 on January 1, 2008, as required fofimamcial assets and financial
liabilities. However, the FASB deferred the effeetdate of SFAS 157 for one year as it relatesaitoshlue measurement requirements for
nonfinancial assets and nonfinancial liabilitieattAre not recognized or disclosed at fair valua oecurring basis. The adoption of SFAS 157
for our financial assets and financial liabilitidisl not have a material impact on our consolidditeghcial statements. The adoption of SFAS
157 for our nonfinancial assets and nonfinancadilities had no impact on our consolidated finahstatements.

In February 2007, the FASB issued SFAS No. 159¢"Fair Value Option for Financial Assets and Finalndabilities". SFAS No. 159
permits an entity to choose, at specified eleatiates, to measure eligible financial instruments@artain other items at fair value that are
currently required to be measured at fair value etity reports unrealized gains and losses onsittemwhich the fair value option has been
elected in earnings at each subsequent reportieg dafront costs and fees related to items forcvlihe fair value option is elected are
recognized in earnings as incurred and not defeBEAS 159 also established presentation and gis&aequirements designed to facilitate
comparisons between entities that choose differeasurement attributes for similar types of assedisliabilities. SFAS 159 was effective
financial statements issued for fiscal years bagmafter November 15, 2007 and interim period$inithose fiscal years. At the effective
date, an entity could elect the fair value optiondligible items that existed at that date. Werditlelect the fair value option for eligible
items that existed as of January 1, 2008. As shehadoption of SFAS 159 did not have any impaabumnconsolidated financial position,
results of operations or cash flows.

In December 2007, the FASB issued SFAS No. 141iqeeh2007), Business Combinations ("SFAS 141R"ASE41R establishes principl
and requirements for how an acquirer recognizeswrsures in its financial statements the idebidiassets acquired, the liabilities
assumed, any noncontrolling interest in the acguared the goodwill acquired. SFAS 141R also esthed disclosure requirements to enable
the evaluation of the nature and financial effeétthe business combination. This statement istffe for us beginning January 1, 2009.

In December 2007, the FASB issued SFAS No. 160chimolling Interests in Consolidated Financialt&taents--an amendment of
Accounting Research Bulletin No. 51 ("SFAS 160'FAS 160 establishes accounting and reporting stdsdar ownership interests in
subsidiaries held by parties other than the patkatamount of consolidated net income attributédblke parent and to the noncontrolling
interest, changes in a parent's ownership intesiastthe valuation of retained noncontrolling eguivestments when a subsidiary is
deconsolidated. SFAS 160 also establishes disdagguirements that clearly identify and distinguigetween the interests of the parent and
the interests of the noncontrolling owners. Thigeshent is effective for us beginning January D920 he adoption of SFAS 160 had no
impact on our consolidated financial position, fesaf operations or cash flows.

In May 2008, the FASB issued SFAS No. 162, "Therétiehy of Generally Accepted Accounting Principl€SFAS 162). This statement
identifies the sources of accounting principles #redframework for selecting the principles usethim preparation of financial statements of
nongovernmental entities that are presented inrdacce with GAAP. With the issuance of this statetpne FASB concluded that the
GAAP hierarchy should be directed toward the ergtitg not its auditor, and reside in the accounttagature established by the FASB as
opposed to the American Institute of Certified RuBlccountants (AICPA) Statement on Auditing StamidaNo. 69, "The Meaning of Pres:
Fairly in Conformity With Generally Accepted Accding Principles.” This statement is effective 6@sléllowing the SEC's approval of the
Public Company Accounting Oversight Board amendsiem®AU Section 411, "The Meaning of Present Fairlonformity With Generally
Accepted Accounting Principles.” The implementatidrthis standard did not have a significant impacthe determination or reporting of
our financial results.

In October 2008, the FASB issued FASB Staff Pasié&S 157-3, "Determining the Fair Value of a FiciahAsset When the Market for
That Asset Is Not Active" ("FSP 157-3"). FSP 15¢k&ified the application of FAS 157. FSP 157-3 destrated how the fair value of a
financial asset is determined when the markettfat tinancial asset is inactive. FSP 15Was effective upon issuance, including prior quas
for which financial statements had not been isslibd.implementation of this standard did not havémpact on our consolidated financial
position, results of operations or cash flows.

In January 2009, the FASB issued FASB Staff Pasio. Emerging Issues Task Force 99-20-1, "Amendsn®nthe Impairment Guidance
of EITF Issue No. ¢-20" (FSP No. EITF €-20-1). This FSP provided additional guidance with eg$pjo how entities determine whether



"other-than-temporary impairment" (OTTI) exists tmrtain beneficial interests in a securitized deantion, such as asdmecked securities a
mortgage-backed securities, that (1) do not haviglaquality rating or (2) can be contractuallygmi or otherwise settled such that the
holder would not recover substantially all of ilwéstment. FSP No. EITF 99-20-1 amended EITF I8kué9-20 to more closely align its
OTTI guidance with that of SFAS No. 115, "Accougtiior Certain Investment in Debt and Equity Se@sit’ This FSP was effective for us
prospectively beginning October 1, 2008. We considi¢his FSP's additional interpretation of EITEuUs No. 99-20 when classifying
respective additional impairments as "temporary*other-thantemporary" beginning with the fourth quarter of 80This FSP had no impe
on such classifications on our consolidated finalnposition, results of operations or cash flows.

In May 2009, the FASB issued statement No. 165b%8quent Events" (SFAS 165). SFAS 165 modifiesl#fimition of what qualifies as a
subsequent event--those events or transactionsdhbat following the balance sheet date, but befloedfinancial statements are issued, or are
available to be issued--and requires companiesstiode the date through which it has evaluatedeylrent events and the basis for
determining that date. We adopted the provisiorSFAS 165 for second quarter 2009, in accordantietive effective date and evaluated
subsequent events through July 24, 2009..

In June 2009, the FASB issued SFAS No. 168, "Th8B-Accounting Standards Codification(TM) ("Codifima") and the Hierarchy of
Generally Accepted Accounting Principles - a reptaent of FASB Statement No. 162" ("SFAS No. 168BAS No. 168 establishes the
Codification as the single official source of auitaiive United States accounting and reportingdéads for all non-governmental entities
(other than guidance issued by the SEC). The Qadifin changes the referencing and organizatidimancial standards and is effective for
interim and annual periods ending on or after Saptr 15, 2009. We will apply the Codification toralisclosures beginning with our third
quarter of fiscal 2009. As Caodification is not intied to change the existing accounting guidansedbption will not have an impact on our
financial statements.

On April 9, 2009, the Financial Accounting StandaBbard (FASB) issued Staff Position SFAS 107-1 Aacbunting Principles Board
(APB) Opinion No. 28-1, "Interim Disclosures abéiair Value of Financial Instruments" (FSP 107-1 afB 28-1). FSP 107-1 amends
FASB Statement No. 107, "Disclosures about Faiu¥sglof Financial Instruments," to require discleswabout fair value of financial
instruments in interim financial statements as w&slln annual financial statements. APB 28-1 am&mRi3 Opinion No. 28, "Interim
Financial Reporting," to require those disclosuneall interim financial statements. FSP 107-1 &RB 28-1 are effective for interim periods
ending after June 15, 2009 and we adopted themcionsl quarter 2009. See Note 8.

Note 6 - Notes Payable

During 2006, we received $80 million of senior,w®l financing (the "Senior Loan") from Wells Fafgaothill, Inc. ("Wells Fargo")
consisting of a $75 million five year term loanifag (the "Term Facility") and a $5 million fiveaar revolving credit facility (the "Revolving
Facility"). At June 30, 2009, we had the full Rexing Facility available to us. After payment of arigination fee of 1%, lender costs and
retirement of $15.3 million of existing bank indeBhess, the net proceeds of the Term Facility weived were $58.8 million and used to
purchase treasury stock.

The Term Facility provides for a five-year maturgtyd amortizes in monthly installments of $1.25ioml commencing August 1, 2006, with
interest on the outstanding balances under the Feaieility and the Revolving Facility payable, at aption, at a rate equal to Wells Fargo
base rate or at the 30 day LIBOR rate plus 150sh@sints. The interest rate at June 30, 2009 v&i9d.. We are also obligated to make
additional quarterly payments equal to 50% of @axcess cash flow" (as defined in the Senior Loaregent) if our Leverage Ratio is
greater than or equal to 1 to 1 at the end of atguaDur Leverage Ratio was 0.43 to 1 at Jun€B09. We expect to be able to repay the
facilities with cash flow from operations. We hate right to prepay the Term Facility in whole prart without penalty.

The Senior Loan is guaranteed by our non-regulateally owned subsidiaries and is secured by atiwftangible and intangible personal
property (other than aircraft), including stockailhof our direct subsidiaries, and a mortgage twitding we recently acquired in Duncan,
Oklahoma and remodeled to relocate and expandxistirgy customer service facility in Duncan.

In addition to customary covenants for loans ahailar type, the principal covenants for the Serioan are:

* a limitation on incurring any indebtedness in ess of the remaining existing bank indebtednesstanding and $2.3 million in permitted
capitalized leases or purchase money debt;

* a limitation on our ability to pay dividends orake stock purchases, other than with the net pdscekthe Term Loan, unless we meet
certain cash flow tests;

* a prohibition on prepayment of other debt;

* a requirement to maintain consolidated EBITDA (fiags before Interest, Taxes, Depreciation and Aixation) for the twelve month
period ending December 31, 2006 and each quaresdfter of at least $80 million ($75 million fos and our top tier direct subsidiaries);
* a requirement to maintain a quarterly fixed cleacgverage ratio (EBITDA (with certain adjustmentsjded by the sum of interest expel
income taxes and scheduled principal payments) lebat 1.1 to 1;

* a requirement to maintain at least 1.3 millionmieers;

* a requirement to maintain a Leverage Ratio (fuhitkelebtedness as of the end of each quarter divagieeBITDA for the trailing twelve
months) of no more than 1.5 to 1;

* we must have availability (unused portion of Revolving Facility) plus Qualified Cash (the amoohunrestricted cash and cash
equivalents) greater than or equal to $12,500,806;

* an event of default occurs if Harland Stonecipteasises to be our Chairman and Chief Executive€@ffor a period of 120 days unless
replaced with a person approved by Wells Fa



We were in compliance with these covenants at 30n2009.

Our $20 million real estate loan was fully funded2D02 to finance our new headquarters buildingda, Oklahoma and has a final maturity
of August 2011. This loan, with interest at thed2y LIBOR rate plus 150 basis points adjusted mgnif secured by a mortgage on our
headquarters. The interest rate at June 30, 208984 %, with monthly principal payments of $190,@0us interest with the balance of
approximately $2.3 million due at maturity. Thelrestate loan's financial covenants conform toehafsthe Senior Loan.

During 2007, we entered into a term loan agreemiéhtWells Fargo Equipment Finance, Inc. to refioau$9.6 million indebtedness related
to our aircraft. This loan, with interest at the®y LIBOR rate plus 89 basis points adjusted mgnif secured by a mortgage on the aircraft
and engines. The interest rate at June 30, 2009.\2886, with monthly principal payments of $80,(00s interest.

During June 2008 we received additional financiogf Bank of Oklahoma in the form of an unsecureglstepurchase loan for $10 million
on an unsecured basis repayable in 12 equal mopdlyl;ments beginning June 30, 2008, together withrést at LIBOR plus 162.5 basis
points. This loan was completely repaid pursuairiisteerms.

A schedule of outstanding balances as of June®® B as follows:

Senior [0an.........cccvevverveieennns $ 31, 250
Real estate loan.............ccceveevinnee 7, 238
Aircraft loan.........ccccoooiiieeennns 7, 883
Total notes payable...........ccoeeenne 46, 371
Less: Current portion of notes payable..... (18, 241)
Long term portion...........ccccceeeueenne $ 28, 130

A schedule of future maturities as of June 30, 28G& follows:

Repayment Schedule commencing

April 2009:

Year Lu..coovieieieecieeeiee e $18, 241
Year 2..cuuueiieiieeeeeeieeeeiinnn 18, 241
Year 3o 4, 872
L L 956
Year 5. 956
Thereafter........cccocvvvevveeeeeeeennnn. 3, 105
Total notes payable............ccccuee.. $ 46, 371

Note 7 - Share-based Compensation

During the six months ended June 30, 2009, thé&giption activity under our stock option plans veasfollows:

Weighted
Average
Remaining
Weighted Contractual  Aggre gate
Average  Number of Term Intri nsic
Price Shares (In Years) Val ue
Outstanding, January 1, 2009.................... $ 19.70 42,500
Granted.........cccooveviieeiiiee e - -
Cancelled - -
Exercised 23.93 (4,500)
Outstanding, June 30, 2009...................... $ 19.20 38,000 1.67 $ 927
Options exercisable as of June 30, 2009......... $ 19.20 38,000 1.67 $ 927

Other information pertaining to option activity thg the six months ended June 30, 2009 and 200&svédlows:

June 30, 2009 June 3 0, 2008
Weighted average grant-date fair value of stock opt ions granted...... Not applicable Not ap plicable
Total fair value of stock options vested............ Not applicable Not ap plicable

Total intrinsic value of stock options exercised... L $ 40 $ 201



Under our stock option plan, 1,346,252 shares ofCmmmon Stock are available for issuance. Optarstanding and exercisable were
granted at a stock option price which was nottlkan the fair market value of our Common Stocklmndate the option was granted and no
option has a term in excess of ten years. Additipnaptions vested and became exercisable eithehe grant date or up to five years from
the option grant date.

Note 8 - Fair Value Measurement

On January 1, 2008, we adopted SFAS No. 157, \Faire Measurements," which defines fair value, ldithes a framework for using fair
value to measure assets and liabilities, and expdisglosures about fair value measurements. TdterSént applies whenever other
statements require or permit assets or liabilibelse measured at fair value. SFAS 157 establitieébllowing fair value hierarchy that
prioritizes the inputs used to measure fair value:

Level 1: Quoted prices are available in active ratgfor identical assets or liabilities as of thparting date. Active markets are those in
which transactions for the asset or liability octusufficient frequency and volume to provide priginformation on an ongoing basis. Level
1 primarily consists of financial instruments sashexchange-traded derivatives, listed equitiesd.h8d government treasury securities.

Level 2: Pricing inputs are other than quoted griceactive markets included in Level 1, which eit@er directly or indirectly observable as
of the reporting date. Level 2 includes those faiahinstruments that are valued using models loetaluation methodologies. These mo
are primarily industry-standard models that considgious assumptions, including quoted forwardgsifor commodities, time value,
volatility factors, and current market and contuatiprices for the underlying instruments, as \aslbther relevant economic measures.
Substantially all of these assumptions are obséiatihe marketplace throughout the full termtaf tnstrument, can be derived from
observable data or are supported by observabléslavahich transactions are executed in the mplket. Instruments in this category
include obligations of state and political subdimiss, government guaranteed bank debt, auctiorceatiicates and corporate obligations.

Level 3: Pricing inputs include significant inpaket are generally less observable from objectiegces. These inputs may be used with
internally developed methodologies that result anagement's best estimate of fair value. At eatdnba sheet date, we perform an analysis
of all instruments subject to SFAS No. 157 andudelin Level 3 all of those whose fair value isdzhen significant unobservable inputs.

The following table presents our financial assets léabilities that were accounted for at fair v@lin a recurring basis as of June 30, 2009 by
level within the fair value hierarchy (in thousahpds

Fair Value Measurements Using

June 30, 2009 Level 1 Level 2 Level 3

Available for sale investments.................... $ - $42,080 $

Available for sale investments..................... $ - $36663 $

For securities without a readily ascertainable rebvialue (Level 2), we utilize pricing services drdker quotes. Our pricing service's
evaluations are based on market data. Our pri@ngce utilizes evaluated pricing models that viayyasset class and incorporate available
trade, bid and other market information. Becauseynfixed income securities do not trade on a dadlgis, our pricing service's evaluated
pricing applications apply available informationaggplicable through processes such as benchmarksg;urenchmarking of like securities,
sector groupings, and matrix pricing, to prepara@ations. Such estimated fair values do not nec#gsepresent the values for which these
securities could have been sold at the dates didtence sheets.

Our financial instruments consist primarily of casértificates of deposit, short-term investmedéeht and equity securities, Membership fees
receivable, Membership benefits payable, notestgayand accounts payable and accrued expensesahagrestimates have been
determined by us, using available market inforrmatiod appropriate valuation methodologies. Famesbf inactively traded debt securities
are based on quoted market prices of identicahafes securities or based on observable inputs iliterest rates. The carrying value of cash,
certificates of deposit, Membership fees receivaldiembership benefits payable and accounts payattleaccrued expenses are consider

be representative of their respective fair value tb the short term nature of these instrumertts.CRrrying value of notes payable is
considered to be representative of their respeétiveralues, due to the variable interest ratéuieaof such notes. The fair value disclosures
relating to debt and equity securities are preskatmve.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND

RESULTS OF OPERATIONS

The following discussion should be read in conjiorctvith the Management's Discussion and Analysisimancial Condition and Results of
Operations in our Form 10-K for the year ended bdmr 31, 2008, which describes, among other thimgishbasic business model, critical
accounting policies, measures of Membership raiantind basic cash flow characteristics of ourrmss. The following tables set forth
changes in the principal categories of revenuesapdnses and Membership and recruiting activityfe second quarter of 2009 compa



to the second quarter of 2008 and the first quaft@009 (Table amounts in 000's). The sum of regntages in the tables may not total due
to rounding.

Three Months Ended June 30, 2009 Three % % Three T hree
compared to Months Change Change Months M onths
Three Months Ended June 30, 2008 Ended % of from from Ended % of Ended % of
and compared to June 30, Total Prior Sequential June 30, Total March Total
Three Months Ended March 31, 2009 2009 Revenue Year Period 2008 Revenue 31 , 2009 Revenue
Revenues:
Membership fees............c....... $105,516 939 (3.6) (1.3) $109,456 93.7 31 06,905 94.5
Associate services... 5,908 52 (6.3) 119 6,303 5.4 5,282 4.7
Other....cocoeeieciecieeciiens 969 0.9 (11.6) 3.9 1,096 0.9 933 0.8
112,393 100.0 (3.8) (0.6) 116,855 100.0 1 13,120 100.0
Costs and expenses:
Membership benefits................ 36,013 320 (49 (05) 37,850 324 36,205 32.0
Commissions..........cccceeeveens 29,335 26.1 (6.00 8.6 31,196 26.7 27,012 23.9
Associate services and direct
marketing........cccccoveveenns 6,502 58 (7.5 (4.4) 7,029 6.0 6,803 6.0
General and administrative......... 12,922 115 (6.1) (3.4) 13,761 11.8 13,383 11.8
Other, Net....cccovevvivevenn. 1,845 1.6 (37.00 (19.4) 2,927 25 2,289 20
86,617 770 (6.6) 1.1 92,763 79.4 85,692 75.7
Income before income taxes........... 25,776 229 7.0 (6.0) 24,092 20.6 27,428 24.2
Provision for income taxes... 9,985 89 105 (3.3) 9,036 7.7 10,327 9.1
Netincome.......ccceevvereennn. $15,791 140 4.9 (7.7) $15056 129 $ 17,101 15.1
Three Mont hs Ended
New Memberships: 6/30/2009  6/30/ 2008  3/31/2009
New legal service membership sales.................. L 118,050 127 ,804 117,635
New "stand-alone" IDT membership sales............. 4,180 6 ,642 4,960
Total new membership sales................. L 122,230 134 446 122,595
New "add-on" IDT membership sales........cccceeeee.. i 78,009 82 ,623 72,850
Average Annual Membership fee........cccceeceeeee. L $328.79 $32 9.44 $319.86
Active Memberships:
Active legal service memberships at end of period.. L 1,419,092 1,481 ,051 1,438,519
Active "stand-alone" IDT memberships at end of peri [0 FERTTTT TR 86,779 85 ,588 88,544
Total active memberships at end of period. 1,505,871 1,566 ,639 1,527,063
Active "add-on" IDT memberships at end of period... 670,769 658 ,365 671,850
New Sales Associates:
New sales associates recruited.........ccccccceeeee. L, 25,172 26 , 102 23,871
Average enroliment fee paid by new sales associates e, $120.98 $9 8.93 $119.17
Average Membership fee in force:
Average Annual Membership fe€....cccccevvceeeces e $301.37 $30 0.46 $300.81

Identity Theft Shield ("IDT") memberships sold iargunction with new legal plan memberships or "atida" to existing legal plan
memberships sell for $9.95 per month and are nattenl as "new" memberships but do increase thegegremium and related direct
expenses (membership benefits and commissions)rahembership base, while "stand alone" IdentitgfT Bhield memberships are not
attached to a legal plan membership and sell fardBlper month.

Recently Issued Accounting Pronouncements See Nofecently Issued Accounting Pronouncementseim [t above.

Results of OperationsSecond Quarter of 2009 compared to Second Quarter

of 2008

Net income increased 5% for the second quarte0@® 20 $15.8 million from $15.1 million for the priyear's second quarter primarily dus

a decrease in commission expense of $1.9 milliaecaease in other, net expenses of $1.1 millishaadecrease in Membership benefits of
$1.8 million, a decrease in associate serviceglardt marketing expenses of $527,000 and a dexirageneral and administrative expenses
of $839,000, partially reduced by a decrease in begghip fees of $3.9 million and a decrease in@atoservices revenue of $395,000.
Diluted earnings per share increased 15% to $led44lpare from $1.25 per share for the prior yearsparable quarter due to the 5% incr

in net income and a 9% decrease in the weightegeenumber of diluted shares outstanding.

Membership fees totaled $105.5 million during tB@2 second quarter compared to $109.5 million 608 a decrease of 4%. Membership
fees and their impact on total revenues in anyoplesire determined directly by the number of adtiamberships in force during any such
period and the monthly amount of such MembersHips. active Memberships in force are determineddii the number of new
Memberships sold in any period together with theereal rate of existing Memberships. New Membershiles decreased 9% during the tl



months ended June 30, 2009 to 122,230 from 134jddfig the comparable period of 2008. At June B2 there were 1,505,871 active
Memberships in force compared to 1,566,639 at 30n2008, a decrease of 4%. The average annupkfddembership has increased from
$300 for all Memberships in force at June 30, 2@08301 for all Memberships in force at June 3@LErimarily as a result of a larger
number of Identity Theft Shield memberships.

Associate services revenue decreased by approxyn$@5,000 to $5.9 million during the second qeiadf 2009 when compared to the 2
guarter. New associates enrolled decreased 4% 1@2%luring the 2009 period compared to 26,102hersame period of 2008. The average
enrollment fees paid by new sales associates wixe &nd $99 for the respective periods. The eSefeies decreased to $2.4 million for the
second quarter of 2009 compared to $3.1 milliorttier2008 quarter. Future revenues from assocaweces will depend primarily on the
number of new associates enrolled, the price clldigrenew associates and the number who choosarticipate in our eService program,

we expect that such revenues will continue to ligebby the direct and indirect cost to us of tiragn providing associate services and other
direct marketing expenses.

Other revenue declined 12% from $1.1 million foe #008 period to $969,000 for the 2009 period.

Total revenues decreased 4% to $112.4 millionHerthree months ended June 30, 2009 from $116l@®mduring the comparable period of
2008 due to a $3.9 million decrease in Membersbgs fand a $395,000 decrease in associate semiERIE.

Membership benefits, which primarily represent papis to provider law firms and Kroll Background Anga, Inc., a subsidiary of Kroll In
("Kroll"), totaled $36.0 million for the three mdmt ended June 30, 2009 compared to $37.9 milliothiocomparable period of 2008, and
represented 34% and 35%, respectively, of Memhefskis for the two periods. This Membership bemafib (Membership benefits as a
percentage of Membership fees) should be reducied dorward as substantially all active Memberstppsvide for a capitated cost and we
have reduced the capitated cost of the IdentityftTglan benefits effective April 1, 2007, with additional reduction on January 1, 2010.

Commissions to associates decreased 6% to $29i8mifdr the three months ended June 30, 2009 cozdp@ $31.2 million for the
comparable period of 2008, and represented 28%28%dof Membership fees for the respective peri@dsnmissions to associates are
primarily dependent on the number of new Membershkigdd during a period and the average fee of tMemaberships. New Memberships
sold during the second quarter of 2009 totaled23®,a 9% decrease from the 134,446 for 2008, lamdadd-on" IDT Membership sales
which are not included in these totals decreasedo6?8,009 for the second quarter of 2009 from 32 fr 2008. Our average Annual
Membership fee written during the quarter of 20@8 h slight increase to $301.37 from $300.46 dultieg2008 period. Our new
Membership fees written during the second quait@009 decreased 4% from 2008. Average commissome@w Membership was
unchanged at $200 for the 2009 second quarterd%hdecline in new Membership fees written resuiitean approximate 6% decline in
commissions. Should we add additional commissior@it compensation plan or reduce the amount afjelfacks collected from our
associates as we have from time to time, the cosionigost per new Membership will increase accalgin

Associate services and direct marketing expensagaeged to $6.5 million for the three months entlede 30, 2009 from $7.0 million for the
comparable period of 2008. The decrease was piyraresult of decreased costs for bonuses, demtteassts of conventions and decreased
costs for materials and related freight sent to asgociates due to the reduction in the numbeewfassociates enrolled during the quarter.
We offer the Player's Club incentive program tovte additional incentives to our associates asaard for consistent, quality business.
Associates can earn the right to receive additior@ithly bonuses by meeting monthly qualificatiequirements for a 12 month period and
maintaining certain personal retention rates ferdemberships sold during the 12 month period. & leepenses also include the costs of
providing associate services and marketing expenses

General and administrative expenses during the timenths ended June 30, 2009 and 2008 were $1Ri@naind $13.8 million,
respectively, and represented 12% and 13%, resp8ctof Membership fees for both periods. The $880 decrease in general and
administrative expenses included decreases in gmloosts, bank service charges, advertising dra tixes which were partially offset by
increases in consulting fees associated with Pay@aim Industry compliance and legal fees.

Other expenses, net, which include depreciationsanartization, litigation accruals, interest expgeaad premium taxes reduced by interest
income, were $1.8 million for the three months ehdiene 30, 2009 compared to $2.9 million for the®6omparable period. Depreciation
expense was $2.0 million for the three months erdded 30, 2009 and $2.2 million for the 2008 corapler period. Interest expense
decreased to $302,000 during the 2009 period fr8@Y ®00 during the comparable period of 2008 asaltr of the reduction in debt and
lower interest rates. Premium taxes decreased $#8,000 for the three months ended June 30, 20$842,000 for the comparable period
of 2009. Interest income decreased from $507,00¢hthree months ended June 30, 2008 to $492¢0@0e three months ended June 30,
2009, due to a decrease in interest rates. Thatibn reserve was reduced by $450,000 for the tienths ended June 30, 2009 compared tc
a reduction of $37,000 for the comparable periodGif8.

We have recorded a provision for income taxes 6fChinillion (38.7% of pretax income) and $9.0 noilli(37.5% of pretax income) for the
three months ended June 30, 2009 and 2008, resggcti

Results of OperationsSecond Quarter of 2009 compared to First Quaft2009

Second quarter 2009 membership fees decreasedfilioh to $105.5 million from $106.9 million fohe first quarter of 2009. Associate
services revenues increased during the 2009 sepaarter by approximately $626,000 to $5.9 milliooni $5.3 million for the 2009 first
quarter and associate services and direct markekipgnses decreased by $301,000 during the same.gddembership benefits totaled $3



million in the second quarter of 2009 compared36.% million for the 2009 first quarter and repreeel 34% of membership fees for both
periods. Commissions to associates totaled $29l®min the 2009 second quarter compared to $21lBon for the 2009 first quarter and
represented 28% and 25%, respectively, of memhefebs for the two periods. General and administraxpenses decreased $461,000
during the 2009 second quarter to $12.9 million pared to $13.4 million for the 2009 first quartedaepresented 12% and 13%,
respectively, of membership fees for the two pesidthe $461,000 decrease in general and admiinstextpenses included decreases in
employee cost, accounting and bank service chavhieh were partially offset by increases in postdggal expenses and
telecommunications fees.

Results of OperationsFirst Six Months of 2009 compared to First Six Mo
of 2008

Membership revenues decreased 3% in the first sixths of 2009 to $212.4 million compared to $218ilion for the first six months of
2008. Net income increased 6% for the first six therof 2009 to $32.9 million from $31.0 million ftre prior year's comparable period
primarily due to the decrease of $5.7 million imooissions, a $3.0 million decrease in other, npeages and a $2.9 million decrease in
Membership benefits expense partially offset byrel@ses in Membership fees of $6.1 million, decréasssociate services revenue of $1.2
million and a $1.4 million increase in the provisimr income taxes. Diluted earnings per sharecaeed 17% to $2.96 per share from $2.54
per share for the prior year's comparable six mpetiod due to the 6% increase in net income arappnoximate 9% decrease in the
weighted average number of diluted shares outstgndi

Membership fees and their impact on total revenmuesyy period are determined directly by the nundfexctive Memberships in force duri
any such period. The active Memberships in foreed@termined by both the number of new Memberstofsin any period together with t
renewal rate of existing Memberships. New Membershies decreased 11% during the six months enohed3D, 2009 to 244,825 from
274,645 during the comparable period of 2008. AeJB0, 2009, there were 1,505,871 active Membesshiforce compared to 1,566,639 at
June 30, 2008, a decrease of 4%. The average aeeyatr Membership has increased from $300 favlaihberships in force at June 30,
2008 to $301 for all Memberships in force at Jube2®09.

Associate services revenue decreased 9% from $iili@n for the first six months of 2008 to $11.4lin during the comparable period of
2009 due to a decrease in associate enrolimenafebeService fees. Total new associates enrofleedsed 6% during the first six months
of 2009 to 49,043 compared to 51,902 for the saen@@ of 2008 and average enrollment fees paidewy sales associates increased from
$99 during the 2008 period to $120 during the 2§i@9months due to a higher average enrollment ¥edable during the 2009 period. The
eService fees decreased to $5.0 million durinditeesix months of 2009 compared to $6.2 millian the comparable period of 2008. Future
revenues from associate services will depend piliynan the number of new associates enrolled, timegharged and the number who
choose to participate in the Company's eServicgrar, but the Company expects that such revenukesomtinue to be offset by the direct
and indirect cost to the Company of training (ithg training bonuses paid), providing associateises and other direct marketing
expenses.

Other revenue decreased $294,000 from $2.2 miltiothe six month period ending June 30, 2008 t® $dillion for the same period of
2009.

Primarily as a result of the decrease in Memberd®p, total revenues decreased to $225.5 milbothe six months ended June 30, 2009
from $233.1 million during the comparable period2608, a decrease of 3%.

Membership benefits totaled $72.2 million for tirermonths ended June 30, 2009 compared to $75libmibr the comparable period of
2008, and represented 34% of Membership fees fitr fieriods. This Membership benefit ratio (Membgrdienefits as a percentage of
Membership fees) should be reduced going forwashistantially all active Memberships provide farapitated cost and we have reduced
the capitated cost of the Identity Theft plan baaefffective April 1, 2007 with subsequent additibreductions on January 1, 2010.

Commissions to associates decreased 9% to $58i8mfdr the six months ended June 30, 2009 contper&62.0 million for the
comparable period of 2008, and represented 27%28&¥dof Membership fees for such periods. Commissiorassociates are primarily
dependent on the number of new Memberships soldglarperiod and the average fee of those MemhessNiew Memberships sold during
the first six months of 2009 totaled 244,825 an de&¢rease from the 274,645 for 2008, and the "add®T Membership sales which are
not included in these totals decreased 8% to 190@5the second quarter of 2009 from 163,886 & Our average Annual Membership
fee written during the first six months of 2009 dExsed less than 1% to $324.32 from $325.46 fo8.200r new Membership fees written
during the first six months of 2009 decreased 16&%f2008. Should we add additional commissionautocompensation plan or reduce the
amount of chargebacks collected from its assocagéashas from time to time, the commission cestmew Membership will increase
accordingly.

Associate services and direct marketing expenseeased to $13.3 million for the six months endate330, 2009 from $12.6 million for the
comparable period of 2008. The increase was priynaniesult of increased cost for incentive trigsFStart bonuses partially offset by a
decline in direct marketing expenses. We offerRlayer's Club incentive program to provide add#idncentives to our associates as a
reward for consistent, quality business. Associedesearn the right to receive additional montlapises by meeting monthly qualification
requirements for the entire calendar year and raiinig certain personal retention rates for the Merships sold during the calendar year.
These expenses also include the costs of provalisgciate services and marketing expenses.

General and administrative expenses during thensixths ended June 30, 2009 and 2008 were unchah@§@6.3 million for both perioc



and represented 12% of Membership fees for botloger

Other expenses, net, which include depreciationamnalrtization, litigation accruals, interest expeaad premium taxes reduced by interest
income, was $4.1 million for the six months endedel30, 2009 compared to $7.1 million for the 2668 parable period. Depreciation
decreased to $4.1 million for the first six montti2009 from $4.4 million for the comparable permf2008. Litigation accruals decreasec
$1.3 million for the first six months of 2009 frad888,000 in the 2008 period including a $450,0@iction in previously accrued amounts
for the six months ended June 30, 2009. Intergstrese decreased to $664,000 during the 2009 peoiod$2.1 million during the
comparable period of 2008 as a result of lowerlwe@ness and lower interest rates. Premium taxes $882,000 for the six months ended
June 30, 2009 and $900,000 for the comparablegefi@008. Interest income decreased $106,000.tbr@lllion for the six months ended
June 30, 2009 from $1.2 million for the compargideiod of 2008, due to lower interest rates.

We have recorded a provision for income taxes 6t&illion (38.2% of pretax income) and $18.9 raill (37.8% of pretax income) for the
first six months ended June 30, 2009 and 2008¢cntisely.

Liguidity and Capital Resources

General

Net cash flow provided by operating activities \#8%.5 million for the six months ended June 30,260mpared to $27.7 million for tt
same period in 2008. This $7.8 million increase p@marily the result of a $4.4 million decreasérinome tax payments, a $4.6 million
decrease in cash paid to our associates for conomissa $2.8 million decrease in cash paid to eavigders for the delivery of benefits and a
$1.6 million decrease in cash paid for interesticed by a $7.1 million decrease in cash receipts four members.

Consolidated net cash used by investing actiwtias $5.7 million for the first six months of 2008nepared to net cash used of $1.9 million
for the comparable period of 2008. This $3.8 millzhange in investing activities resulted from $tillion decrease in additions to
property and equipment and a $12.6 million decr@asige maturities and sales of investments pdytadfset by a $6.8 million decrease in
investment purchases.

Net cash used in financing activities during thistfsix months of 2009 was $27.2 million compa@827.5 million for the comparable per
of 2008. This $300,000 change was primarily congatisf a $10.0 million decrease in proceeds fromasse of debt and a $3.3 million
increase in debt repayments offset by $13.7 milleareased treasury stock purchases.

We purchased and formally retired 435,820 sharesioEommon stock during the first six months 0®82@or $14.1 million, or an average
price of $32.27 per share, reducing our commorksbych4,358 and our retained earnings by $14.lionilWe had working capital of $2.7
million at June 30, 2009, an increase of $5.0 orilicompared to our negative working capital of $8iion at December 31, 2008. The
increase was primarily due to a $2.5 million ing@& cash and cash equivalents, a $1.1 milliorease in refundable income taxes, a $1.0
million decrease in accounts payable and accrupdreses and a $4.2 million decrease in the cur@tibp of notes payable partially offset

by a $2.6 million decrease in the current portibavailable-for-sale investments and a $691,000a#=se in Membership fees receivable. The
$2.7 million working capital at June 30, 2009 wobhize been a $15.2 million in working capital exithg the current portion of deferred
revenue and fees in excess of the current porficeferred member and associate service costseTdmsunts will be eliminated by the
passage of time without the utilization of otherreat assets or us incurring other current lidb#git We do not expect any difficulty in meet
our financial obligations in the next 12 months.

At June 30, 2009 we reported $67.0 million in cast cash equivalents and unpledged investmentsarechpo $60.0 million at December
31, 2008. Our investments typically consist of ifiegtes of deposit, investment grade (rated Baaigiher) bonds primarily issued by
corporations and the United States Treasury and atad municipal tax-exempt bonds.

We generally advance significant commissions atithe a Membership is sold. During the six monthdesl June 30, 2009, we advanced
commissions, net of chargebacks, of $53.7 milliamew Membership sales compared to $58.6 milliorife same period of 2008. Since

approximately 95% of Membership fees are collectie@d monthly basis, a significant cash flow defigitreated on a per Membership bas
the time a Membership is sold. Since there arauntbdr commissions paid on a Membership duringatheance period, we typically derive
significant positive cash flow from the Membersbiger its remaining life.

We expense advance commissions ratably over ttatfionth of the related Membership. As a resuthisf accounting policy, our
commission expenses are all recognized over therfionth of a Membership and there is no commissigrense recognized for the same
Membership during the remainder of the advanceodeiVe track our unearned advance commission bedamatstanding in order to ensure
the advance commissions are recovered before apyet commissions are paid and for internal purpas@nalyzing our commission
advance program. While not recorded as an assedyied advance commission balances from assoamt#sJune 30, 2009, and related
activity for the six month period then ended, were:

(Amounts in 000's)

Beginning unearned advance commission payments (1). s $ 174,371
Advance commission payments, Net.....ccccccccees e 53,679
Earned commissions applied......ccccccceevvveeeces e (57,504)
Advance commission payment write-offs............... L (2,000)

Ending unearned advance commission payments before



estimated unrecoverable payments (1)............. e 168,546
Estimated unrecoverable advance commission payments (D) (45,579)

Ending unearned advance commission payments, net (1 ) $ 122,967

(1) These amounts do not represent fair valudhesdo not take into consideration timing of estwdarecoveries.

The ending unearned advance commission paymentsbwve includes net unearned advance commissigmgnts to non-vested associates
of $65.3 million. As such, at June 30, 2009 futcmenmission payments and related expense shouledoeed as unearned advance
commission payments of $58 million are recoverezm@issions are earned by the associate as Mempgn&Emiums are earned by us,
usually on a monthly basis. For additional inforimatconcerning these commission advances, see mouua report on Form 10-K under the
heading Commissions to Associates in Iltem 7 - Manant's Discussion and Analysis of Financial Caoowliand Results of Operations.

We believe that we have significant ability to ficg any future growth in Membership sales baseduomecurring cash flow and existing
amount of cash and cash equivalents and unpledgedtments at June 30, 2009 of $67.0 million. Wgeekto maintain cash and investment
balances, including pledged investments, on anaimggoasis of approximately $20 to $30 million mler to meet expected working capital
needs and regulatory capital requirements. Castnbas in excess of this amount would be used $orelionary purposes such as additional
treasury stock purchases subject to limitatiornthénTerm Facility.

Notes Payabl
See Note 6 - Notes Payable in Item 1 above.

Parent Company Funding and Dividends Although veetlag operating entity in many jurisdictions, oubsidiaries serve as operating
companies in various states that regulate Memhgssts insurance or specialized legal expense pidiite most significant of these wholly
owned subsidiaries are Pre-Paid Legal Casualty(1R®LCI"), PrePaid Legal Services Inc. of Florida ("PPLSIF") drejal Service Plans
Virginia, Inc. ("LSPV"). The ability of these enriis to provide funds to us is subject to a numlbeestrictions under various insurance laws
in the jurisdictions in which they conduct busingssluding limitations on the amount of divideratsd management fees that may be paid
and requirements to maintain specified levels pftahand reserves. In addition PPLCI will be reqdito maintain its stockholders' equity at
levels sufficient to satisfy various state or prmval regulatory requirements, the most restrictifevhich is currently $3 million. Additional
capital requirements of these entities, or anyurfregulated subsidiaries, will be funded by uthimform of capital contributions or surplus
debentures. During 2008, we received $4.1 milliodividends from LSPV and $14.9 million in dividenflom PPLCI.

Contractual Obligations
There have been no material changes outside afrthieary course of business in our contractualgatiions from those disclosed in our
Annual Report on Form 10-K for the year ended Ddwem31, 2008.

Critical Accounting Policies

Preparing financial statements requires managetoenake estimates and assumptions that affecepharted amounts of assets, liabilities,
revenues and expenses. These estimates and asmsvgt affected by management's application afiatting policies. If these estimates or
assumptions are incorrect, there could be a matdréange in our financial condition or operatinguits. Many of these "critical accounting
policies" are common in the insurance and finarsgavices industries; others are specific to owiress and operations. Our critical
accounting policies include estimates relatingeteenue recognition related to Membership and aaotees, deferral of Membership and
associate related costs, expense recognition delatsommissions to associates, accrual of incerstwards payable and accounting for legal
contingencies. Each of these accounting policielstha application of critical accounting policieddaestimates was discussed in our Annual
Report on Form 10-K for the year ended DecembePBa8. There were no significant changes in thédiegifon of critical accounting
policies or estimates during the first six month2@09. We are not aware of any reasonably likelnés or circumstances which would re:

in different amounts being reported that would mally affect our financial condition or results operations.

Capital and Dividend Plans

We continue to evaluate the desirability of additibshare repurchases and additional cash divid&4esieclared dividends of $0.50 per
share during 2004 and $0.60 per share during 2680%ave previously announced that we will contisbare repurchases, pay a dividend, or
both, depending on our financial condition, avdaatesources and market conditions, as well as tange with our various loan covenants
which limit our ability to repurchase shares or pagh dividends. We expect to continue our operk@ebtaepurchase program when we can
acquire shares at prices we believe are attragtiwge have existing authorization from the Boargurchase an additional 818,440 shares.
We also continue to evaluate additional sourcdsahcing that may enable us to accelerate thercbpge program at prices we believe are
attractive.

Forward -Looking Statements

All statements in this report other than purelytdrigal information, including but not limited tetatements relating to our future plans and
objectives, expected operating results and thengsisons on which such forward-looking statemenéskased, constitute "Forward-Looking
Statements" within the meaning of Section 27A ef 8ecurities Act of 1933 and Section 21E of thauB&es Exchange Act of 1934 and are
based on our historical operating trends and fiigueondition as of June 30, 2009 and other infdiomacurrently available to management.
We caution that the Forwaitdsoking Statements are subject to all the risksamzkrtainties incident to our business, includnognot limitec
to risks described in Item 1A of our Annual RepmwtForm 10K for the year ended December 31, 2008. Moreovennay make acquisitio
or dispositions of assets or businesses, entengwomarketing arrangements or enter into finantiagsactions. None of these car




predicted with certainty and, accordingly, are taen into consideration in any of the Forward-LingkStatements made herein. For all of
the foregoing reasons, actual results may vary ma#itefrom the Forward-Looking Statements. We asswno obligation to update the
Forward-Looking Statements to reflect events arwrirstances occurring after the date of the statemen

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK

Disclosures About Market Risk

Our consolidated balance sheets include a cenaguat of assets and liabilities whose fair valugessabject to market risk. Due to our
significant investment in fixed-maturity investmgninterest rate risk represents the largest maistefactor affecting our consolidated
financial position. Increases and decreases ingilieg interest rates generally translate into dases and increases in fair values of those
instruments. Additionally, fair values of intereate sensitive instruments may be affected by taditworthiness of the issuer, prepayment
options, relative values of alternative investmeliggiidity of the instrument and other general kedrconditions.

As of June 30, 2009, our investments consistetiefdllowing:

Description Fair Value
Obligations of state and political subdivisions.... ... $ 31,029
Certificates of deposit.......ccccoccvveeevceeeee. L 7,627
Government guaranteed bank debt.................... L 1,590
U. S. Government obligations.........cccccoeeeeeee. L 1,426
Auction Rate SecuritieS........cccoceevvcvvenen L 375
Corporate obligations..........ccooevvvvcvvcceeee. L 33
Total iINvesStMentsS......cccoeveveviciiieeeieeeee L e
$ 42,080

We do not hold any investments classified as tigdctount assets or derivative financial instrusent

The table below summarizes the estimated effediypdthetical increases and decreases in inteatest on our fixed-maturity investment
portfolio. It is assumed that the changes occurédiately and uniformly, with no effect given to astgps that we might take to counteract
that change. The hypothetical changes in marketést rates reflect what could be deemed best anst wase scenarios. The fair values
shown in the following table are based on cont@atuaturities. Significant variations in marketardst rates could produce changes in the
timing of repayments due to prepayment optionslabbs. The fair value of such instruments couldffected and, therefore, actual results
might differ from those reflected in the followingble:

Hypothetical change  Est imated fair value
(In 000's) ininterest rate aft er hypothetical

Fair value (bp = basis points) chan ge in interest rate
Fixed-maturity investments at June 30, 2009 (1).... ... $ 34,078 100 bp increase $ 31,884
200 bp increase 30,427
50 bp decrease 34,745
100 bp decrease 35,595
Fixed-maturity investments at December 31, 2008 (1) ... $ 31,360 100 bp increase $ 29,831
200 bp increase 28,457
50 bp decrease 32,134
100 bp decrease 32,907

(1) Excluding short-term investments (certificabdésleposits and auction rate certificates) witaia¥alue of $8.0 million at June 30, 2009
and $6.1 million at December 31, 2008.

The table above illustrates, for example, thatateintaneous 200 basis point increase in marleesttrates at June 30, 2009 would reduce
the estimated fair value of our fixed-maturity istrents by approximately $3.7 million at that d&teDecember 31, 2008, an instantaneous
200 basis point increase in market interest ramddvhave reduced the estimated fair value of owdfmaturity investments by
approximately $2.9 million at that date. The defu extent of the interest rate risk is not quigatbie or predictable due to the variability of
future interest rates, but we do not believe sigthis material.

We primarily manage our exposure to investmentésterate risk by purchasing investments that earebdily liquidated should the interest
rate environment begin to significantly change.

Interest Rate Risk

As of June 30, 2009, we had $46.4 million in nqtagable outstanding at interest rates indexeda@®@€thday LIBOR rate that exposes us to
the risk of increased interest costs if interesgaise. Assuming a 100 basis point increasetérast rates on the floating rate debt, annual
interest expense would increase by approximatebd $00. As of June 30, 2009, we had not enteredany interest rate swap agreements
with respect to the term loans or our floating matnicipal bonds



Foreign Currency Exchange Rate Risk Although weeapmsed to foreign currency exchange rate riskrigrt in revenues, net income and
assets and liabilities denominated in Canadiaradglthe potential change in foreign currency ergeaates is not a substantial risk, as
approximately 1% of our revenues are derived oatsidhe United States. As reflected in the attddBensolidated Statements of
Comprehensive Income, we have recorded positivdgorcurrency translation adjustments of $503,@0QHe six months ended June 30,
2009 and have a cumulative positive foreign curyaranslation adjustment balance of $78,000 at Bh009. These amounts are subje
change dynamically in conjunction with the relatissdues of the Canadian and U.S. dollars.

ITEM 4. CONTROLS AND PROCEDURES

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer, we
have evaluated the effectiveness of the desigropathtion of our disclosure controls and proced(asslefined in Rule 13a-15(e) under the
Securities Exchange Act of 1934). Based on thaluetian, our Chief Executive Officer and Chief Fircgal Officer have concluded that, as
June 30, 2009, our disclosure controls and proesduere effective to ensure that information rexfiio be disclosed by us in reports tha
file or submit under the Securities Exchange Act®84 is recorded, processed, summarized and ezpwaithin the time periods specified in
Securities and Exchange Commission rules and forms.

There were no changes in our internal control dvancial reporting (as defined in Rule 1B&¢f) under the Securities Exchange Act of 1!
during the quarter ended June 30, 2009 that haterially affected, or are reasonably likely to nmatity affect, our internal control over
financial reporting.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

See Note 2 of the Notes to Consolidated Finandatkshents included in Part I, Item 1 of this regortinformation with respect to legal
proceedings.

ITEM 1A. RISK FACTORS

There are a number of risk factors that could aféee financial condition or results of operatioBge Note 2 of the Notes to Consolidated
Financial Statements included in Part I, Item th@s report for information with respect to legabpeedings. Please refer to pages 15 - 17 of
our 2008 Annual Report on Form 10-K for a desaniptdf other risk factors. There has not been angri@ changes in the risk factors
disclosed in the Annual Report.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

Issuer Purchases of Equity Securities
The following table provides information about qurchases of stock in the open market during tisé duarter of 2009.

Total Number of Maximum Number of
Shares Purchased as Shares that May Yet

Total Number Part of Publicly = Be Purchased Under
of Shares  Average P rice  Announced Plans or the Plans or
Period Purchased Paid per Share Programs Programs (1)
April 2009............ 3,834 $ 32. 41 3,834 827,921
May 2009.............. 4,421 41. 27 4,421 823,500
June 2009............. 5,060 43. 10 5,060 818,440
Total.....ccccvneee. 13,315 $ 39 42 13,315

(1) We announced on April 6, 1999, a treasury sfnaichase program authorizing management to acqpite 500,000 shares of our
common stock in the open market. The Board of Dimschas subsequently from time to time increaseti authorization from 500,000
shares to 15 million shares. The most recent alztitgon was for 1 million additional shares on Redyy 18, 2009 and there has been no time
limit set for completion of the repurchase program.

See Part I, Item 2, "Management's Discussion araly&is of Financial Condition and Results of OperaLiquidity and Capital Resources"
for a description of loan covenants that limit ability to repurchase shares and pay dividends.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

The 2009 Annual Meeting of Shareholders of the Camythe "Annual Meeting") was held on May 22, 2008e following matters wer



submitted to a vote of the Company's shareholddireaAnnual Meeting.

Proposal 1- Election of Directors.

The results of the election for the director wesdalows:

Abstentions and

Votes For Votes Withheld
John W. Hail 9,500,067 618,739
Thomas W. Smith 9,472,213 646,593

Our Board of Directors currently consists of semgmbers and is divided into three classes as nequsl in size as possible, with the term
of office of one class expiring each year. The tesmns of service of Messrs. Hail and Smith will e&pn 2012. The terms of the other five
directors of the Company did not expire at the Aaireeting. The names of such other directors bed/ear of expiration of their respective
terms are as follows: Orland G. Aldridge - 2010eP&. Grunebaum - 2010 and Duke R. Ligon. - 20M@rtin H. Belsky - 2011 and Harland
C. Stonecipher - 2011.

Proposal 2 Ratify the selection of Grant Thornton LLP as matependent
registered public accounting firm.

Abstentions

10,096,624 15,541 6,640

Votes For Votes Against

ITEM 6. EXHIBITS.

(a) Exhibits:
INDEX TO EXHIBITS
Exhibit No. Des cription

3.1 Amended and Restated Certificate of Incorporation of the Company, as amended (In corporated by
reference to Exhibit 3.1 of the Com pany's Report on Form 8-K dated June 27, 2005)

3.2 Amended and Restated Bylaws of t he Company (Incorporated by reference to Exhib it 3.1 of the
Company's Report on Form 10-Q for t he period ended June 30, 2003)

*10.1 Employment Agreement effective Janu ary 1, 1993 between the Company and Harland C. St onecipher (In-
corporated by reference to Exhibit 10.1 of the Company's Annual Report on Form 10-KS B for the year
ended December 31, 1992)

*10.2 Agreements between Shirley Stonecip her, New York Life Insurance Company and the Com pany regarding
life insurance policy covering Harl and C. Stonecipher (Incorporated by reference to Ex hibit 10.21 of
the Company's Annual Report on Form 10-K for the year ended December 31, 1985)

*10.3 Amendment dated January 1, 1993 to Split Dollar Agreement between Shirley Stonec ipher and the
Company regarding life insurance po licy covering Harland C. Stonecipher (Incorporated by reference
to Exhibit 10.3 of the Company's An nual Report on Form 10-KSB for the year ended Dece mber 31, 1992)

*10.4 Form of New Business Generation Agr eement Between the Company and Harland C. Stonecip her (Incorpor-
ated by reference to Exhibit 10.22 of the Company's Annual Report on Form 10-K for t he year ended
December 31, 1986)

*10.5 Amendment to New Business Genera tion Agreement between the Company and Harland C . Stonecipher
effective January, 1990 (Incorpor ated by reference to Exhibit 10.12 of the Company's Annual Report
on Form 10-KSB for the year ended D ecember 31, 1992)

*10.6 Amendment No. 2 to New Business Gen eration Agreement between the Company and Harland C. Stonecipher
effective January, 1990 (Incorpor ated by reference to Exhibit 10.13 of the Company's Annual Report
on Form 10-K for the year ended Dec ember 31, 2002)

*10.7 Stock Option Plan, as amended effe ctive May 2003 (Incorporated by reference to Exhib it 10.7 of the
Company's Annual Report on Form 10- K for the year ended December 31, 2004)

10.8 Loan agreement dated June 11, 2002 between Bank of Oklahoma, N.A. and the Company (I ncorporated by
reference to Exhibit 10.1 of the Co mpany's Quarterly Report on Form 10-Q for the six -months ended
June 30, 2002)

10.9 Form of Mortgage dated July 23, 20 02 between Bank of Oklahoma, N.A. and the Company (Incorporated
by reference to Exhibit 10.3 of the Company's Quarterly Report on Form 10-Q for the six months
ended June 30, 2002)

*10.10 Deferred compensation plan effecti ve November 6, 2002 (Incorporated by reference to Exhibit 10.14
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* Constitutes a management contract or compensataryor arrangement required to be filed as aibébio this report.
SIGNATURES

Pursuant to the requirements of the SecuritiesEtiange Act of 1934, the registrant has duly catisis report to be signed on its behalf by
the undersigned thereunto duly authorized.

PRE-PAID LEGAL SERVICES, INC.
(Registrant)




Date: July 27, 2009 /'s/ Harland C. Stonecipher
Harl and C. Stoneci pher
Chai rman, Chief Executive
O ficer and President
(Principal Executive Oficer)

Date: July 27, 2009 /'s/ Randy Harp
Randy Harp
Chi ef Operating Oficer
(Duly Authorized Oficer)

Date: July 27, 2009 /sl Steve WIIianmson

Steve Wl ianson

Chi ef Financial Oficer
(Principal Financial and
Accounting O ficer)

Exhibit 31.1

CERTIFICATION

I, Harland C. Stonecipher, certify that:
(1) I have reviewed this quarterly report on FordrQ of Pre-Paid Legal Services, Inc.;

(2) Based on my knowledge, this report does notasnrany untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

(3) Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

(4) The registrant's other certifying officer(sddrare responsible for establishing and maintainiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e)) and iratiecontrol over financial reporting (as definedgirchange Act Rule 13 (a)-15(f)) for the
registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registratitslosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

(5) The registrant's other certifying officer(s)darhave disclosed, based on our most recent el@iuaf internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefraincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: July 27, 2009 /'s/ Harland C. Stonecipher

Harl and C. Stoneci pher



Chai rman, Chief Executive
O ficer and President

Exhibit 31.2
CERTIFICATION
I, Steve Williamson, certify that:
(1) I have reviewed this quarterly report on FororQ of Pre-Paid Legal Services, Inc.;

(2) Based on my knowledge, this report does notainrany untrue statement of a material fact ort@amstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

(3) Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

(4) The registrant's other certifying officer(sddrare responsible for establishing and maintginiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e)) and iratiecontrol over financial reporting (as definedgirchange Act Rule 13 (a)-15(f)) for the
registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentiisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

(5) The registrant's other certifying officer(s)darhave disclosed, based on our most recent el@iuaf internal control over financial
reporting, to the registrant's auditors and thatauaanmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sintifiole in the registrant's internal
control over financial reporting.

Date: July 27, 2009 /sl Steve WIIianson

Steve WIIlianson
Chi ef Financial Oficer

Exhibit 32.1
Certification Pursuant to 18 U.S.C. Section 1350

Pursuant to 18 U.S.C. ss. 1350, the undersignéckofif Pre-Paid Legal Services, Inc. (the "Comgarereby certifies that the Company's
Quarterly Report on Form 10-Q for the quarter entlate 30, 2009 (the "Report") fully complies witle requirements of Section 13(a) or 15
(d), as applicable, of the Securities Exchangeohd934 and that the information contained in tlep®&t fairly presents, in all material
respects, the financial condition and results @rafions of the Company.

Date: July 27, 2009 /'s/ Harland C. Stonecipher



Harl and C. Stonecipher
Chai rman, Chief Executive
O ficer and President

Exhibit 32.2
Certification Pursuant to 18 U.S.C. Section 1350

Pursuant to 18 U.S.C. ss. 1350, the undersignéckofif Pre-Paid Legal Services, Inc. (the "Comarereby certifies that the Company's
Quarterly Report on Form 10-Q for the quarter entlate 30, 2009 (the "Report") fully complies witle requirements of Section 13(a) or 15
(d), as applicable, of the Securities Exchangeohd934 and that the information contained in tlep®&t fairly presents, in all material
respects, the financial condition and results @rafions of the Company.

Date: July 27, 2009 /sl Steve WIIianson

Steve WIIlianson
Chi ef Financial Oficer



