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PART | FINANCIAL INFORMATION
Item 1. Financial Statements
COMPUTER PROGRAMS AND SYSTEMS, INC.
CONDENSED BALANCE SHEETS (Unaudited)
September 30, December 31,
2002 2001
Assets
Current asset:
Cash and cash equivalel $ 6,969,81 $ 2,018,64.
Accounts receivable, net of allowance for doubéfttounts of $718,000 and $532,000, respect 11,980,51 8,107,46
Financing receivables, current porti 633,34: 769,42:
Inventories 1,255,32! 1,126,35
Deferred tax asse 1,027,101 —
Prepaid expense 367,43 196,27t
Total current asse 22,233,53 12,218,16
Property and equipme
Land 936,02t 936,02t
Maintenance equipme 2,388,45I 2,114,22.
Computer equipmet 3,303,91. 2,906,47
Office furniture and equipme 906,11 793,57¢
Automobiles 89,93 89,93
7,624,43! 6,840,23
Less accumulated depreciati (3,097,01) (2,805,70)
Net property and equipme 4,527,411 4,034,52
Financing receivable 885,53! 998,79°
Total asset $27,646,48 $17,251,48
Liabilities and Stockholders’ Equity
Current liabilities:
Current portion of note payak $ — $ 86,18¢
Accounts payabl 1,067,22 1,033,344
Deferred revenu 1,865,17. 1,601,13
Sales, income and use taxes pay. 1,723,78! 1,879,93
Accrued vacatiol 1,356,45! 1,075,45
Accrued stockholde’ distribution 1,250,00! —
Other accrued liabilitie 1,048,67! 875,33¢
Income taxes payab 721,39( —
Total current liabilities 9,032,70: 6,551,39:
Note payable — 663,71:
Stockholder' equity:
Common stock, par value $0.001 per share; 30,00béres authorized; 10,488,000 and 9,288,0
shares issued and outstanding, respect 10,48¢ 9,28¢
Additional paic-in capital 17,259,40 109,81:
Deferred compensatic (238,18 —
Retained earning 1,582,07: 9,917,28
Total stockholder equity 18,613,78 10,036,38
Total liabilities and stockholde’ equity $27,646,48 $17,251,48

See accompanying note
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COMPUTER PROGRAMS AND SYSTEMS, INC.
CONDENSED STATEMENTS OF INCOME (Unaudited)

Sales revenues:
System sale
Support and maintenan
Outsourcing

Total sales revent

Costs of sales
System sale
Support and maintenan
Outsourcing

Total costs of sale

Gross profit

Operating expenses
Sales and marketir
General and administrati

Total operating expens

Operating incom:

Other income (expense)
Interest incom
Miscellaneous incom
Interest expens

Total other incom

Income before taxe
Income taxe:

Net income

Net income per sha—basic

Net income per sha—diluted

Weight_ed average shares outstanc
Basic

Diluted
Pro forma income dat:

Historical income before provision for income ta

Proforma income taxe
Proforma net incom
Pro forma net income per sh—basic

Pro forma net income per sh—diluted

Three months ended

Nine months ended

September 30 September 30
2002 2001 2002 2001

$ 9,935,860 $ 7,385,03 $27,650,22 $21,179,19
7,616,39! 6,540,50! 22,083,53 18,821,21
1,344,32! 923,87: 3,594,98! 2,511,25i
18,896,59 14,849,41 53,328,74 42,511,66
6,544,50: 5,625,23I 18,904,91 16,113,26
3,578,25 2,944,39! 10,084,41 8,481,04.
868,43. 615,87: 2,216,13: 1,496,51.
10,991,19 9,185,501 31,205,46 26,090,82
7,905,40! 5,663,91 22,123,27 16,420,84
1,660,24. 1,200,70. 4,333,13! 3,730,971
3,203,61 2,369,66. 9,187,25! 6,960,06
4,863,85! 3,570,36! 13,520,39 10,691,04
3,041,54. 2,093,54. 8,602,88: 5,729,80:
64,02( 30,38: 157,88° 85,77¢
117,23t 77,64: 225,72¢ 105,95!
— (15,46() (23,67)) (60,847
181,25t 92,56¢ 359,93¢ 130,89(
3,222,80: 2,186,10! 8,962,81 5,860,69:

1,146,13 — 1,632,28I —
$ 2,076,66. $ 2,186,10 $ 7,330,53 $ 5,860,69:
$ 020 $ 0.24 $ 0.74 $ 0.6%
$ 020 $ 0.24 $ 0.74 $ 0.6%
10,488,00 9,288,001 9,868,22! 9,288,001
10,589,22 9,288,001 9,907,28! 9,288,00!
$ 2,186,10! $ 8,962,81 $ 5,860,69:

813,85: 3,303,86: 2,181,84!

$ 1,372,25. $ 5,658,95! $ 3,678,84!

$ 0.1t $ 0.57 $ 0.4C

$ 0.1t $ 0.57 $ 0.4C

See accompanying note
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COMPUTER PROGRAMS AND SYSTEM, INC.
CONDENSED STATEMENTS OF CASH FLOW (Unaudited)

Operating Activities:
Net income
Adjustments to net incom
Provision for bad det
Deferred taxe
Deferred compensatic
Depreciatior
Changes in operating assets and liabilii
Accounts receivabl
Financing receivable
Inventories
Prepaid expenst
Accounts payabl
Deferred revenu
Sales, income and use taxes pay.
Other liabilities
Income taxes payab

Net cash provided by operating activit
Investing Activities:
Purchases of property and equipm

Net cash used in investing activit|
Financing Activities:
Proceeds from issuance of common stock, net ofresqs
Principal payments on note paya
Distributions to stockholdel

Net cash provided by (used in) financing activi

Increase in cash and cash equival
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

See accompanying notes.

5

Nine months ended
September 30

2002

2001

$ 7,330,553  $5,860,69
186,501 85,38:
(92,844 —
17,01« —
792,34( 639,00
(4,059,54) 192,04¢
249,34 (402,15))
(128,97) 151,24;
(171,162 131,28«
33,87 (616,44:)
264,04 130,33(
(156,15 11,62
454,34( 21,21
721,39 —
5,440,70; 6,204,221
(1,28523)  (1,001,43)
(1,28523)  (1,001,43)
16,895,59 —
(749,89 (59,04¢)
(15,350,00) (5,000,001
795,69 (5,059,04)
4,951,17 143,73
2,018,64: 1,033,14
$ 6,969,81  $1,176,88



Table of Contents

COMPUTER PROGRAMS AND SYSTEMS, INC.
NOTES TO CONDENSED FINANCIAL STATEMENTS (Unaudited)
1. BASIS OF PRESENTATION

Computer Programs and Systems, Inc. (CPSI or timep@oy) is a healthcare information technology sotuprovider which was
formed and commenced operations in 1979. The Coynpiavides, on an integrated basis, enterprise-slidécal management, access
management, patient financial management, hedtiihniration management, strategic decision suppesturce planning management and
enterprise application integration solutions toltieare organizations throughout the United Stakeéslitionally, CPSI provides other
information technology solutions including outsdng; remote hosting, networking technologies areptelated services.

The accompanying unaudited condensed financia@mstits have been prepared pursuant to the rulegguldtions of the Securities
and Exchange Commission (SEC) and include all &migists that, in the opinion of management, aressag for a fair presentation of the
results of the periods presented. All such adjustmare considered of a normal recurring naturart@tly results of operations are not
necessarily indicative of annual results.

Certain financial information and footnote disclessinormally included in financial statements pregdan accordance with accounting
principles generally accepted in the United Statese been condensed or omitted. These unauditetbnsad financial statements should be
read in conjunction with the Company’s audited ficial statements for the year ended December 3, 80d the notes thereto contained in
our prospectus dated as of May 21, 2002, as filidd the SEC.

2. PUBLIC OFFERING OF COMMON STOCK AND RECAPITAL IZATION

On May 21, 2002, the Company successfully complateihitial public offering of 3.0 million share$§ common stock at a price of
$16.50 per share. Of the shares offered, 1.2 miivares were sold by the Company and 1.8 millames were sold by selling stockholders.
In addition, the underwriters for the Company eisad their over-allotment option by purchasing dditional 450,000 shares at $16.50 per
share from selling stockholders. Of the net prosgedhe Company of approximately $16.9 millionpegximately $12.8 million was used to
fund a partial distribution to pre-IPO stockholdefgreviously taxed S corporation income, andidkance was used to repay outstanding
debt and for general corporate purposes.

On May 1, 2002, the Company declared a 430 foodkss$plit, and on May 6, 2002, the Company ametidedrticles of Incorporation
to increase the Company'’s total authorized sharé® 000,000 and to change the par value to $(p80%hare. All share and per share
amounts for all periods presented in the accompang®ndensed financial statements have been restateflect the split.

Effective immediately prior to the completion oktbffering, the Company reincorporated in Delaw&sea Delaware corporation, the
Company now has 30,000,000 shares of authorizednoonstock with a par value per share of $0.001.

3. NET INCOME PER SHARE

Pro forma net income per share consists of the @ogip historical net income as an S corporatiojysadd for additional income taxes
that would have been recorded had the Company tgkeas a C corporation. The Company presents lasic nd diluted earnings per share
(EPS) amounts. Basic EPS
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COMPUTER PROGRAMS AND SYSTEMS, INC.
NOTES TO UNAUDITED CONDENSED FINANCIAL STATEMENTS ( continued)

is calculated by dividing net income by the weighéeerage number of common shares outstandinggitirnperiod presented. Diluted EPS
amounts are based upon the weighted average nuhbemmon and common equivalent shares outstartlirigg the period presented. The
difference between basic and diluted EPS is saltfibutable to stock options. The Company usesrdasury stock method to calculate the
impact of outstanding stock options. For the thmeath and nine month periods ended September 3@, #¥ese dilutive shares were 101,
and 39,066, respectively.

4. INCOME TAXES

The financial statements of the Company do notithela provision for income taxes through May 2@206ecause the taxable income
of the Company was included in the income tax retwf the shareholders under the S corporatiotietethrough that date. Upon complet
of the IPO, the Company’s S corporation status teaminated, and the Company became subject todkded state income taxes. Upon
revocation of the S corporation election, the Comypacorded a $934,000 credit to retained earrasgs deferred tax benefit. Prior to its
termination as an S corporation, the Company dedlardistribution of earned, but undistributeduacalated S corporation earnings through
the date the Company became a C corporation. Aapdrstribution in the amount of $12,750,000 washdrsed on May 28, 2002. An
estimated payable of the remaining balance is dexbon the balance sheet of the Company in the mined$1,250,000. The ultimate payout
will be determined based on as-filed income taurret for the year ended December 31, 2002.

The Company provides for income taxes using thaliip method in accordance with Financial AccomgtiStandards Board Statement
No. 109,Accounting for Income Taxe®eferred income taxes arise from the tempordigrdinces in the recognition of income and expenses
for tax purposes. Deferred tax assets and liadslitire comprised of the following at Septembe2802:

Deferred tax asset

Accounts receivabl $ 198,74
Sales, income and use tax receiva 74,22¢
Sales, income and use tax intel 213,98t
Accrued liabilities 630,65
1,117,61

Deferred tax liabilities
Deferred compensatic (90,510
Net deferred tax asse $ 1,027,101
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COMPUTER PROGRAMS AND SYSTEMS, INC.
NOTES TO UNAUDITED CONDENSED FINANCIAL STATEMENTS ( continued)
Significant components of the income tax providimnthe nine month period ended September 30, 2002s follows:

Current provision

Federal $ 1,492,58

State 232,55(
Deferred provision

Federal (83,072

State (9,779
Total income tax provisio $ 1,632,28

The difference between income taxes at the U. @eraé statutory income tax rate of 34% and thoperted in the condensed statement
of income for the nine month period ended SepterBBeR002 are as follows:

Income taxes at U. S. Federal statutory $ 3,047,35!
State income tax, net of federal tax efi 147,03.

S corporatior (1,562,74)
Other 644

$ 1,632,28!

5. DEFERRED COMPENSATION

On May 17, 2002, Kenny Muscat, one of the Compadirectors and a principal stockholder sold 66,88dres of common stock to J.
Boyd Douglas, Jr., one of the Company’s directoid itss Chief Operating Officer (COOQ), for a price$d13.20 per share. The share price was
determined by an independent valuation of therfairket value of the shares. A promissory note vediseted for the entire purchase price.
The promissory note bears interest at the apphcadie for federal income tax purposes, and theegmtincipal balance is due five years after
the date of the stock sale. As a part of the saamsaction, Mr. Muscat also transferred to Mr. Dasd 9,333 shares of common stock for
$1.00. These shares are subject to a mandatosférasbligation under which Mr. Douglas will be té@d to transfer the shares back to Mr.
Muscat in the event Mr. Douglas’ employment wite thompany terminates for certain reasons pridnadifth anniversary of the transaction
date. The mandatory transfer obligation will lapseo 20% of the shares on each anniversary dfdheaction date over the five year
restriction period.
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COMPUTER PROGRAMS AND SYSTEMS, INC.
NOTES TO UNAUDITED CONDENSED FINANCIAL STATEMENTS ( continued)

As a result of this transaction, the Company reedmeferred compensation expense of $255,196,s@qmieg the amount of the fair
market value of the 19,333 shares transferred hyMdiscat to Mr. Douglas. The Company is amortizimg deferred compensation expense
over 20 fiscal quarters, recognizing pre-tax conspéion expense of $12,860 per quarter.

6. STOCK OPTION PLAN

On May 21, 2002, the Company’s Board of Directatsped the 2002 Stock Option Plan under which the@any has authorized the
issuance of equity-based awards for up to 1,165Ba8es of common stock to provide additional itigerto employees and officers.
Pursuant to the plan, the Company can grant eiticentive or non-qualified stock options. Optioagtirchase common stock under the 2002
Stock Option Plan have been granted to Company@mee$ with an exercise price equal to the fair eiavklue of the underlying shares on
the date of grant.

Stock options granted under the 2002 Stock Optlan 8 executive officers of the Company becoméedkas to all of the shares
covered by such grant on the fifth anniversaryhefgrant date and expire on the seventh anniveodahne grant date. Stock options granted
under the 2002 Stock Option Plan to employees dtizar executive officers become vested as to 50#teoghares covered by the option
grant on the third anniversary of the grant datkasto 100% of such shares on the fifth annivgrshthe grant date, and such options expire
on the seventh anniversary of the grant date.

The Company has elected to follow Accounting Pples Board Opinion No. 2Bccounting for Stock Issued to Employ&&RB 25)
and related interpretations in accounting for empgdostock options. Under APB 25, because the eseeprice of the Company’s employee
stock options equals the market price of the ugdeglstock on the date of grant, no compensatigerse was recognized for the options
granted in the nine month period ended Septemhe2(RIR.

A summary of stock option activity under the plaras follows:

Shares Exercise Price
Outstanding on January 1, 2C — $ —
Granted 466,13! 16.5(
Exercisec — —
Forfeited (11,607 16.5C
Outstanding on September 30, 2( 45453( $ 16.5C
Exercisable on September 30, 2( — $ —
Shares available on September 30, 2002 for optimtanay be grante 699,20(
Weightec-average grant date fair val $ 16.5C
Weighted-average remaining contractual life 7
year:
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Item 2. Management’s Discussion and Analysis &inancial Condition and Results of Operations

You should read the following discussion and arialgsour financial condition and results of op&as together with the condensed
financial statements and related notes appearggywlere herein.

This discussion and analysis contains forward-legldtatements that involve risks and uncertainfibese forward-looking statements
can be identified generally by the use of forwardking terminology and words such as “expects, tiipates,” “estimates,” “believes,”
“predicts,” “intends,” “plans,” “potential,” “may,*continue,” “should,” “will” and words of compardd meaning. Without limiting the
generality of the preceding statement, all stateginthis report relating to estimated and pr@gdaarnings, margins, costs, expenditures,
cash flows, growth rates and future financial ressate forward-looking statements. We caution itorssthat any such forward-looking
statements are only predictions and are not gueeardf future performance. Certain risks, uncetfsrand other factors may cause actual
results to differ materially from those projectedfe forward-looking statements. Such factors malude: overall business and economic
conditions affecting the healthcare industry; sation of our target market and hospital consoli@#j changes in customer purchasing
priorities and demand for information technologgteyns; competition with companies that have grdatancial, technical and marketing
resources than we have; failure to develop newni@olgy and products in response to market demdhdsyations in quarterly financial
performance due to, among other factors, timingustomer installations; failure of our productdunction properly resulting in claims for
medical losses; government regulation of our prtaland customers; and interruptions in our powppluand/or telecommunications
capabilities.

Additional information concerning these and ottaamtérs which could cause differences between fari@rking statements and future
actual results is discussed under the heading “Raskors” in our final prospectus dated as of MayZ002, as filed with the Securities and
Exchange Commission.

Overview

Computer Programs and Systems, Inc. (“CPSI” of@ampany”) is a healthcare information technologynpany that designs,
develops, markets, installs and supports compueigiizformation technology systems to meet the undpmands of small and midsize
hospitals. Our target market includes acute camenwonity hospitals with 300 or fewer beds and srspdicialty hospitals. We are a single-
source vendor providing comprehensive softwaretardware products complemented by data converswnplete installation and
extensive support. Our fully integrated, enterprisée system automates clinical and financial managnt in each of the primary functional
areas of a hospital. In addition, we provide sawithat enable our customers to outsource cerddirrdlated business processes, which we
can perform more efficiently. We believe our produend services enhance hospital performance iaritieal areas of clinical quality,
revenue cycle management, cost control and regylatimpliance. From our initial hospital instaltaiin 1981, we have grown to serve r
than 400 hospital customers across 45 states ardistrict of Columbia.

Results of Operations
Three Months Ended September 30, 2001 Compared to Three Months Ended September 30, 2002

Revenues Total revenues increased by 27.3% or $4.lianifrom $14.8 million for the three months endegt®mber 30, 2001 to
$18.9 million for the three months ended Septer36e2002.

System sales revenues increased by 34.5% or $#i&mfiom $7.4 million for the three months endgeptember 30, 2001 to $9.9
million for the three months ended September 3022This increase was primarily due to an incréasbe sale and installation of new
systems.

Support and maintenance revenues increased by l.8%1 million from $6.5 million for the three mitis ended September 30, 2001
to $7.6 million for the three months ended Septer3be

10
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2002. This increase was attributable to an incréasecurring revenues as a result of a largerocost base, as well as an increase in the
volume of ASP and ISP services.

Outsourcing revenues increased by 45.5% or $0lbmirom $0.9 million for the three months endegb&mber 30, 2001 to $1.3
million for the three months ended September 30220e experienced an increase in outsourcing t@&eas a result of continued growth in
customer demand for electronic billing and statemoeitsourcing services. We also began offeringbmsiness office outsourcing services in
the first quarter of 2002, which contributed to therease in outsourcing revenues for the thirdtgnaf 2002.

Costs of Sales Total costs of sales increased by 19.7% & 8fillion from $9.2 million for the three monthsded September 30,
2001 to $11.0 million for the three months endept&mber 30, 2002. As a percentage of total reveraoss of sales changed from 61.9% for
the three months ended September 30, 2001 to 5®28%te three months ended September 30, 2002.

Cost of system sales increased by 16.3% or $0l®mffom $5.6 million for the three months endegp&mber 30, 2001 to $6.5 milli
for the three months ended September 30, 2002.ifidrisase was caused primarily by an increasairetrexpenses of $0.4 million as a dil
result of larger system installations requiringyi&rinstallation teams. Additionally, payroll reddtexpenses increased $0.3 million as a result
of increased employee headcount needed to supmoegising sales volume. Cost of equipment alseasad by $0.2 million as a direct re:
of our increase in system sales. The gross margsystem sales increased from 23.8% for the thim@hms ended September 30, 2001 to
34.1% for the three months ended September 30, d0@2increase in gross margin was due to an ieergathe average size of systems
installed in 2002 over the same period in 2001.

Cost of support and maintenance increased by 2&r386.7 million from $2.9 million for the three mitvs ended September 30, 200:
$3.6 million for the three months ended SeptemBe2B802. This increase was caused primarily bynarease in payroll related expenses of
$0.5 million as a result of increased employee beadt needed to support our increasing customer. Bdso, telecommunication expenses
increased $0.1 million due to increased utilizatbour ISP services. The gross margin on suppatraaintenance revenues decreased from
55.0% for the three months ended September 30, 2083.0% for the three months ended Septembe2(®I2. The decrease in gross margin
was due to the increase in employee headcount.

Our costs associated with outsourcing servicegased by 41.0% or $0.3 million from $0.6 milliom fbe three months ended
September 30, 2001 to $0.9 million for the threeths ended September 30, 2002. Salary expensagacté0.2 million due to the hiring of
additional employees to support our business offidsourcing services. Postage cost increasedndillidn as a result of an increase in
transaction volumes of our statement outsourcingces.

Sales and Marketing Expenses Sales and marketing expenses increased bys3&.30.5 million from $1.2 million for the three
months ended September 30, 2001 to $1.7 milliothfethree months ended September 30, 2002. Thease was attributable to increased
commission expense of $0.5 million which resultexif increased sales volumes.

General and Administrative ExpensesGeneral and administrative expenses incredst% or $0.8 million from $2.4 million for the
three months ended September 30, 2001 to $3.2mftlir the three months ended September 30, 20@2intrease in expense was relate
increased costs of $0.2 million associated with @éses for existing employees and the hiring afitmhal employees to support the growth
in our business. Additional expense increases vedated to depreciation, telecommunications, psifersl fees and insurance related costs.

As a percentage of total revenues, sales and niragkestpenses and general and administrative expémceased from 24.1% for the
three months ended September 30, 2001 to 25.8%ddhree

11
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months ended September 30, 2002.

Net Income Net income for the three months ended SepteB8me2002 was $2.1 million or $0.20 per dilutedrsh as compared to
pro forma net income of $1.4 million or $0.15 péutgd share for the three months ended Septenthe2@®1. Net income represents 11.0%
of revenue for the three months ended Septembe(®2. Pro forma net income represents 9.2% ofnexdor the three months ended
September 30, 2001. Net income is discussed oa fopna basis due to a provision for income tare®flect the estimated corporate incc
tax expense that the Company would have recogmiaddt not elected to be treated as an S corporatior to the completion of its initial
public offering.

Nine Months Ended September 30, 2001 Compared to Nine Months Ended September 30, 2002

Revenues Total revenues increased by 25.4% or $10.Bamifrom $42.5 million for the nine months endegp&mber 30, 2001 to
$53.3 million for the nine months ended Septemife2802.

System sales revenues increased by 30.6% or $6i&mfiiom $21.2 million for the nine months end8dptember 30, 2001 to $27.7
million for the nine months ended September 30220Wis increase was primarily due to the increaghe sale and installation of new
systems.

Support and maintenance revenues increased by 16f.$%3 million from $18.8 million for the nine mths ended September 30, 2!
to $22.1 million for the nine months ended Septen3ie 2002. This increase was attributable to areimse in recurring revenues as a result
of a larger customer base and also an increase imalume of ASP and ISP services.

Outsourcing revenues increased by 43.2% or $1liomfrom $2.5 million for the nine months endech&snber 30, 2001 to
$3.6 million for the nine months ended Septembe2B02. We experienced an increase in outsourewngnues as a result of continued
growth in customer demand for electronic billinglatatement outsourcing services. We also beganimdfour business office outsourcing
services in the first quarter of 2002, which cdnited to the increase in outsourcing revenueshnine months ended September 30, 2002.

Costs of Sales Total costs of sales increased by 19.6% dt 88llion from $26.1 million for the nine monthsaed September 30,
2001 to $31.2 million for the nine months endedt8eyoer 30, 2002. As a percentage of total reverogss,of sales changed from 61.4% for
the nine months ended September 30, 2001 to 5&5b#%éd nine months ended September 30, 2002.

Cost of system sales increased by 17.3% or $21®mffom $16.1 million for the nine months endegp&mber 30, 2001 to $18.9
million for the nine months ended September 30220Wis increase was caused primarily by an inerégasost of equipment of $1.2 million
as a direct result of our increase in system sal@ditionally, payroll related expenses increas@d$nillion as a result of increased employee
headcount needed to support increasing sales volliraeel expenses also increased by $0.6 millidre gross margin on system sales
increased from 23.9% for the nine months endedeBdpdr 30, 2001 to 31.6% for the nine months endgdetnber 30, 2002. The increase in
gross margin was due to an increase in the aveiagef systems installed in 2002 over the samiegén 2001.

Cost of support and maintenance increased by 18r2%.6 million from $8.5 million for the nine mdrgt ended September 30, 2001 to
$10.1 million for the nine months ended Septemi®e2B02. This increase was caused primarily bynarease in payroll related expenses of
$1.1 million as a result of increased employee beadt needed to support our increasing customer. Bdso, telecommunication expenses
increased $0.2 million due to increased utilizatbour ISP services. The gross margin on suppaitraaintenance revenues decreased from
54.9% for the nine months ended September 30, #084.3% for the nine months ended September 3IR.2Zthe decrease in gross margin
was due to the increase in employee headcount.
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Our costs associated with outsourcing servicegased 48.1% or $0.7 million from $1.5 million foetnine months ended September
30, 2001 to $2.2 million for the nine months en&egitember 30, 2002. Postage cost increased $0idmmésulting from an increase in
transaction volumes of our statement outsourcingiaes. Salary expense also increased $0.3 miflignto the hiring of additional employe
to support our business office outsourcing services

Sales and Marketing Expenses Sales and marketing expenses increased b$61@.3$0.6 million from $3.7 million for the nine
months ended September 30, 2001 to $4.3 milliothemine months ended September 30, 2002. Thedserwas attributable to increased
commission expense of $0.5 million and also aneiase in advertising and other expenditures of B@llion.

General and Administrative ExpensesGeneral and administrative expenses increa@dé¥o or $2.2 million from $7.0 million for the
nine months ended September 30, 2001 to $9.2 miltiothe nine months ended September 30, 2002irithease in expense was related to
increased costs of $0.5 million associated with ga@ges for existing employees and the hiring afigmhal employees to support the growth
in our business. Additional expense increases vedated to depreciation, telecommunications, psitesl fees and insurance related costs.

As a percentage of total revenues, sales and nizgketpenses and general and administrative expénseeased from 25.2% to 25.3%
for the nine months ended September 30, 2001 ad@, 28spectively.

Pro Forma Net Income Pro forma net income increased 53.8% from $8llfon for the nine months ended September 30,120
$5.7 million for the nine months ended Septembe2B02. Pro forma net income represents 8.7% ar@¥d 0f revenues for the nine months
ended September 30, 2001 and 2002, respectivetyinblame is discussed on a pro forma basis dueptowasion for income taxes to reflect
the estimated corporate income tax expense th&@ahgpany would have recognized had it not eleaidukttreated as an S corporation prior
to the completion of its initial public offering.

Liquidity and Capital Resources

At September 30, 2002, we had cash and short-terasiments of $7.0 million, compared to $1.2 millat September 30, 2001. Net
cash provided by operating activities for the mimenths ended September 30, 2002 was $5.4 millempared to $6.2 million for the nine
months ended September 30, 2001. The decreaserwesily due to an increase in receivables, whihttributable to record levels of sales.

Net cash used in investing activities totaled $tilion for the nine months ended September 3022@0mpared to $1.0 million for the
nine months ended September 30, 2001. We usecdasdrily for the purchase of fixed assets.

Net cash received from financing activities tota#d8 million for the nine months ended Septemifie2B02, compared to $5.1 million
used in financing activities for the nine monthglesh September 30, 2001. We received $16.9 millioned proceeds from the sale of
1,200,000 shares of common stock in our initiallipudifering (“IPO”). Prior to the IPO, we made cash distributions tostackholders in th
amount of $2.6 million. From the IPO proceeds, walmadditional cash distributions to our pre-IP&lgholders in the amount of $12.8
million for previously taxed S corporation inconvée anticipate an additional cash distribution testhstockholders of approximately $1.3
million prior to the filing of our 2002 tax returng/e also retired outstanding long-term debt inghmunt of $0.7 million.

We currently do not have a bank line of credit threo credit facility in place. Our future capitalguirements will depend upon a num
of factors, including the rate of growth of ouresglcash collections from our customers and ourdunvestments in fixed assets. We believe
that our available cash and cash equivalents atidEaied cash generated from operations will fécent to meet our
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operating requirements for the next 12 months.
Contractual Commitments

Our real estate leases are our principal contrhcammitments requiring recurring payments in thieife. Our payments under these
leases subsequent to September 30, 2002 will fidlaws:

Year Amount
2002 $ 309,75(
2003 1,224,00!
2004 1,224,00!
2005 1,224,00!
2006 1,224,00!
Thereaftel 6,531,75I
Total $ 11,737,50

ltem 3. Quantitative and Qualitative Disclosure About Market Risk

We currently do not use derivative financial ingtents. Cash and cash equivalents consist of highlid financial instruments,
primarily cash, money market funds and short ter®. Government obligations, purchased with an oaigmaturity of three months or less.
Interest income on our income statement is includé®ther Income.”

As of September 30, 2002, the Company had no bangsaand is, therefore, not subject to interes risks related to debt instruments.
Item 4. Procedures and Controls

Within the 90 days prior to this report, we carr@d an evaluation, under the supervision and thighparticipation of our management,
including our Chief Executive Officer and Chief Birtial Officer, of the effectiveness of the desagu operation of the Company’s
disclosure controls and procedures pursuant to @@ Act Rule 13a-14. Based upon that evaluatienChief Executive Officer and Chief
Financial Officer concluded that the Companglisclosure controls and procedures are effestitienely alerting them to material informati
relating to the Company that is required to betidet in our periodic SEC filings. There have beesignificant changes in our internal
controls or in other factors that could signifidgreffect these controls subsequent to the dataiogvaluation.
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PART I OTHER INFORMATION

tem 1. Legal Proceedings.

We are not a party to any material legal proceeding
Item 2. Changes in Securities and Use of Prockse

(&) None.

(b) None.

(c) None.

(d) Use of Proceeds.

On May 24, 2002, we completed an initial publiceoiiig of 3,000,000 shares of our common stock,G0par value per share. The
managing underwriters were Morgan Keegan & Comphlmy,and Raymond James & Associates, Inc. Theeshafrcommon stock sold in
the offering were registered under the Securitiesoh 1933, as amended, on a Registration StateameRbrm S-1 (Registration No. 333-
84726) that was declared effective by the Secaréied Exchange Commission on May 20, 2002. All@@@0 shares of common stock
registered under the Registration Statement, @0s000 shares of common stock covered by an ol@rvant option granted to the
underwriters, were sold to the public at a pric&16.50 per share. Of the shares offered, 1,2066808s were sold by the Company, and
1,800,000 shares (plus the 450,000 over-allotmptibo shares) were sold by certain stockholders. dhount of aggregate gross proceeds
from the shares of common stock sold by us was8ii@llion. The net proceeds to us from the offenmgre approximately $16.9 million
after deducting the underwriting discount of $1.dliom and $1.5 million in other expenses incuriedtonnection with the offering.

Of the net proceeds received by us from the offgnive used $0.7 million to retire debt on our laawd we paid $12.8 million to our
pre-IPO stockholders in connection with the disttion of previously taxed S corporation income. Wéwe invested the remainder of the
proceeds in short-term, investmeayade, interest bearing instruments. We expecséatiese proceeds to fund an additional distributcoul
pre-IPO stockholders of previously taxed S corporaincome in the approximate amount of $1.3 milland for other general corporate
purposes. Other than the S corporation distribyutimme of our proceeds from the offering (and rferofg expenses) have been paid, directly
or indirectly, to any of our officers or directars any of their associates, or to any persons ogvten percent or more of our outstanding
common stock.

Item 3. Defaults Upon Senior Securities.
Not applicable.

Item 4. Submission of Matters to a Vote of Secity Holders.
None.

ltem 5.  Other Information.

None.
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Item 6. Exhibits and Reports on Form 8-K.
(a) Exhibits.

10.1 Form of Indemnity Agreement entered into by the @any and each of its n-employee director

99.1 Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoasecttion 906 of the
Sarbane-Oxley Act of 200z

99.2 Certification of the Chief Financial Officer pursuao 18 U.S.C. Section 1350, as adopted pursoa®écttion 906 of the Sarbanes-
Oxley Act of 20C

(b) The Company filed no reports on Form 8-K dgrihe quarter ended September 30, 2002.
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf

by the undersigned thereunto duly authorized.

Date: October 31, 2002

Date: October 31, 2002

17

C OMPUTERP ROGRAMS ANDS YSTEMS, | NC.

By: /s/  DaviD A.D YE

David A. Dye
President and Chief Executive Officer

By: /sl M. STEPHENW ALKER

M. Stephen Walker
Vice President—Finance and
Chief Financial Officer
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CERTIFICATION PURSUANT TO
SECURITIES EXCHANGE ACT RULE 13A-14

I, David A. Dye, certify that:
1. I have reviewed this quarterly report on Foi®rQ of Computer Programs and Systems, Inc.;

2. Based on my knowledge, this quarterly repogsdaot contain any untrue statement of a matextdldr omit to state a material
fact necessary to make the statements made, indighe circumstances under which such stateneats made, not misleading with
respect to the period covered by this quarterlprep

3. Based on my knowledge, the financial statemems other financial information included in thisarterly report, fairly present
in all material respects the financial conditioesults of operations and cash flows of the regista of, and for, the periods presente
this quarterly report;

4. The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-14 and 19det4he registrant and we have:

a) designed such disclosure controls and procedarensure that material information relatinght®e tegistrant is made
known to us by others, particularly during the pdrn which this quarterly report is being prepared

b) evaluated the effectiveness of the registratisslosure controls and procedures as of a datens80 days prior to the
filing date of this quarterly report (the “Evaluati Date”); and

c) presented in this quarterly report our condusiabout the effectiveness of the disclosure otsnénd procedures based
on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatyatidghe registrang’ auditors an
the audit committee of registrant’s board of dioest(or persons performing the equivalent function)

a) all significant deficiencies in the design peaation of internal controls which could adversaffigct the registrant’s
ability to record, process, summarize and repadrfcial data and have identified for the registsaatiditors any material
weaknesses in internal controls; and

b) any fraud, whether or not material, that inesl\management or other employees who have a saniifiole in the
registrant’s internal controls; and

6. The registran$ other certifying officer and | have indicatedliis quarterly report whether or not there weraigicant change
in internal controls or in other factors that cosignificantly affect internal controls subsequenthe date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknesses.

By: /sl DavipD A.D YE

David A. Dye
President and Chief Executive Officer

Date: October 31, 2002
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CERTIFICATION PURSUANT TO
SECURITIES EXCHANGE ACT RULE 13A-14

I, M. Stephen Walker, certify that:
1. I have reviewed this quarterly report on Foi®rQ of Computer Programs and Systems, Inc.;

2. Based on my knowledge, this quarterly repogsdaot contain any untrue statement of a matextdldr omit to state a material
fact necessary to make the statements made, indighe circumstances under which such stateneats made, not misleading with
respect to the period covered by this quarterlprep

3. Based on my knowledge, the financial statemems other financial information included in thisarterly report, fairly present
in all material respects the financial conditioesults of operations and cash flows of the regista of, and for, the periods presente
this quarterly report;

4. The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-14 and 19det4he registrant and we have:

a) designed such disclosure controls and procedarensure that material information relatinght®e tegistrant is made
known to us by others, particularly during the pdrn which this quarterly report is being prepared

b) evaluated the effectiveness of the registratisslosure controls and procedures as of a datens80 days prior to the
filing date of this quarterly report (the “Evaluati Date”); and

c) presented in this quarterly report our condusiabout the effectiveness of the disclosure otsnénd procedures based
on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatyatidghe registrang’ auditors an
the audit committee of registrant’s board of dioest(or persons performing the equivalent function)

a) all significant deficiencies in the design peaation of internal controls which could adversaffigct the registrant’s
ability to record, process, summarize and repadrfcial data and have identified for the registsaatiditors any material
weaknesses in internal controls; and

b) any fraud, whether or not material, that inesl\management or other employees who have a saniifiole in the
registrant’s internal controls; and

6. The registran$ other certifying officer and | have indicatedliis quarterly report whether or not there weraigicant change
in internal controls or in other factors that cosignificantly affect internal controls subsequenthe date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknesses.

By: /sl M. STEPHENW ALKER

M. Stephen Walker
Vice President—Finance and
Chief Financial Officer

Date: October 31, 2002
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EXHIBIT INDEX
No. Exhibit
10.1 Form of Indemnity Agreement entered into by the @any and each of its n-employee director

99.1 Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoasecttion 906 of the
Sarbane-Oxley Act of 200z

99.2 Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoaéttion 906 of the Sarbanes-

Oxley Act of 200z
20
Exhibit 10.1
FORM OF
INDEMNITY AGREEMENT
This Indemnity Agreement (this “Agreement”), dateslof , 2002, is made by and betwe®MPUTER PROGRAMS AND
SYSTEMS, INC., a Delaware corporation (the “Company”), and , a non-employee director of the Compghg “Indemnitee”).

RECITALS

A. The Company is aware that competent and expegtpersons are increasingly reluctant to serdérastors of corporations of
which they are not employees unless they are geutdry indemnification, due to increased exposoiféigation costs and risks resulting
from their service to such corporations, and duédfact that the exposure frequently bears nsoregble relationship to the compensation of
such non-employee directors;

B. Based on their experience as business manaherBpard of Directors of the Company (the “Boarads concluded that, to retain
and attract talented and experienced individuatetoe as directors of the Company, and to encewagh individuals to take the business
risks necessary for the success of the Compaisynécessary for the Company contractually to inti§nthe Company’s non-employee
directors and to assume for itself maximum liapifdr expenses and damages in connection with slaigainst such directors in connection
with their service to the Company;

C. Section 145 of the General Corporation Law efadware, under which the Company is organized“{the/”), empowers the
Company to indemnify by agreement its directorsl expressly provides that the indemnification pded by the Law is not exclusive; and

D. The Company desires and has requested the mt#nto serve or continue to serve as a diredttreo0Company free from undue
concern for claims for damages arising out of tatesl to such services to the Company.

NOW, THEREFORE, the parties hereto, intending tdelgally bound, hereby agree as follows:
1. Definitions.

1.1 Expenses For purposes of this Agreement, “expenseduighes all direct and indirect costs of any typ@ature whatsoever
(including, without limitation, all attorneys’ feesd related disbursements and other out-of-pamdas) actually and reasonably incurred by
the Indemnitee in connection with the investigatidefense or appeal of a proceeding or establistiimgforcing a right to indemnification or
advancement of expenses under this Agreer



1.2 Proceeding For the purposes of this Agreement, “procegdineans any threatened, pending or completedracgiat or other
proceeding, whether civil, criminal, administratiuevestigative or any other type whatsoever.

2. Agreement to Serve The Indemnitee agrees to continue to senadiector of the Company, at the will of the Comypa
faithfully and to the best of his ability, so loag he is duly appointed or elected and qualifieacitordance with the applicable provisions of
the Certificate of Incorporation and Bylaws of thempany, as amended from time to time; provideddwer, that the Indemnitee may at
time and for any reason resign from such posito, the Company shall have no obligation underAbigement to continue to allow the
Indemnitee to serve in any such paosition.

3. Mandatory Indemnification .  Subject to Section 8 below, the Company shdkmnify the Indemnitee as provided herein.

3.1 Third Party Actions If the Indemnitee is a person who was orpsudy or is threatened to be made a party to aoggading
(other than an action by or in the right of the @amy) by reason of the fact that he is or was ecthir and/or an agent of the Company, or by
reason of anything done or not done by him in arghsapacity, against any and all expenses anititiedof any type whatsoever (includit
but not limited to, judgments, fines, ERISA exdares or penalties and amounts paid in settlenaetplly and reasonably incurred by him
in connection with the investigation, defense lsetént or appeal of such proceeding if he actegbod faith and in a manner he reasonably
believed to be in, or not opposed to, the bestésts of the Company and, with respect to any aairaction or proceeding, had no reason
cause to believe his conduct was unlawful.

3.2 Derivative Actions If the Indemnitee is a person who was orpsdy or is threatened to be made a party to aoggading by or
in the right of the Company to procure a judgmarits favor by reason of the fact that he is or wakrector and/or an agent of the Company,
or by reason of anything done or not done by hirany such capacity, against any amounts paid tleseint of any such proceeding and all
expenses actually and reasonably incurred by hicommection with the investigation, defense, seitlist or appeal of such proceeding if he
acted in good faith and in a manner he reasonadigued to be in, or not opposed to, the bestastsrof the Company; except that no
indemnification under this subsection shall be miadespect of any claim, issue or matter as tactvsiuch person shall have been finally
adjudged to be liable to the Company by a coudonfipetent jurisdiction, unless and only to the eixtlat the court in which such proceec
was brought shall determine upon application thi@spite the adjudication of liability but in vie all the circumstances of the case, such
person is fairly and reasonably entitled to indegnfar such amounts which such court shall deenp@ro
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4. Partial Indemnification and Contribution.

4.1 Partial Indemnification If the Indemnitee is entitled under any prasof this Agreement to indemnification by the Guany
for some or a portion of any expenses or liabgité any type whatsoever (including, but not lirdite, judgments, fines, ERISA excise taxes
or penalties and amounts paid in settlement) iecliby him in the investigation, defense, settlenoer@ppeal of a proceeding but is not
entitled, however, to indemnification for all ofethotal amount thereof, then the Company shall nilegkess indemnify the Indemnitee for
such total amount except as to the portion thexewafhich the Indemnitee is not entitled to inderuaifion.

4.2 Contribution. If the Indemnitee is not entitled to the indefication provided in Section 3 for any reasonestthan the statutory
limitations set forth in the Law, then in respetany threatened, pending or completed proceedinghich the Company is jointly liable wi
the Indemnitee (or would be if joined in such prxdieg), the Company shall contribute to the amadieixpenses (including attorneys’ fees),
judgments, fines and amounts paid in settlementdgtand reasonably incurred and paid or payapléne Indemnitee in such proportion
is appropriate to reflect (i) the relative benefagseived by the Company on the one hand and treninitee on the other hand from the
transaction from which such proceeding arose d@pthé relative fault of the Company on the onechand of the Indemnitee on the other
hand in connection with the events which resultestich expenses, judgments, fines or settlementatsicas well as any other relevant
equitable considerations. The relative fault of@mmpany on the one hand and of the Indemniteb®pther hand shall be determined by
reference to, among other things, the partiestikaantent, knowledge, access to information appastunity to correct or prevent the
circumstances resulting in such expenses, judgmi@ms or settlement amounts. The Company aghegsttwould not be just and equitable
if contribution pursuant to this Section 4 wereedetined by pro rata allocation or any other metbballocation which does not take account
of the foregoing equitable considerations.

5. Mandatory Advancement of Expenses Subject to Section 8 below, the Company skdtance all expenses incurred by the
Indemnitee in connection with the investigationfemse, settlement or appeal of any proceeding iohwthe Indemnitee is a party or is
threatened to be made a party by reason of theéHfatthe Indemnitee is or was a director and/cagant of the Company or by reason of
anything done or not done by him in any such capathe Indemnitee hereby undertakes to prompghayesuch amounts advanced only if,
and to the extent that, it shall ultimately be d®ieed that the Indemnitee is not entitled to liemnified by the Company under the
provisions of this Agreement, the Certificate ofdrmporation or Bylaws of the Company, the Law dreptvise. The advances to be made
hereunder shall be paid by the Company to the Imitewithin twenty (20) days following delivery afwritten request therefor by the
Indemnitee to the Company.



6. Notice and Other Indemnification Procedures.

6.1 Promptly after receipt by the Indemnitee dic®of the commencement of or the threat of conaerent of any proceeding, the
Indemnitee shall, if the Indemnitee believes thdemnification with respect thereto may be sougimfthe Company under this Agreement,
notify the Company of the commencement or thre@boimencement thereof.

6.2 If, at the time of the receipt of a noticeled commencement of a proceeding pursuant to Se@tiohereof, the Company has D&O
Insurance in effect, the Company shall give prongtice of the commencement of such proceedingadnurers in accordance with the
procedures set forth in the respective policiee Tbhmpany shall thereafter take all necessary siratde action to cause such insurers to
on behalf of the Indemnitee, all amounts payable @sult of such proceeding in accordance withéhms of such D&O Insurance policies.

6.3 In the event the Company shall be obligateatiicance the expenses for any proceeding agamstdiemnitee, the Company, if
appropriate, shall be entitled to assume the defefisuch proceeding, with counsel approved byrilemnitee (which approval shall not be
unreasonably withheld), upon the delivery to théelmnitee of written notice of its election to do Adter delivery of such notice, approval of
such counsel by the Indemnitee and the retenti@ucti counsel by the Company, the Company wilbediable to the Indemnitee under this
Agreement for any fees of counsel subsequentlyriaduby the Indemnitee with respect to the sameqeding, provided that: (a) the
Indemnitee shall have the right to employ his owaresel in any such proceeding at the Indemnitegismrse; (b) the Indemnitee shall have
the right to employ his own counsel in connectiathwany such proceeding, at the expense of the @agnpf such counsel serves in a revi
observer, advice and counseling capacity and doestherwise materially control or participate lire tdefense of such proceeding; and (c) if
(i) the employment of counsel by the Indemnitee theen previously authorized by the Company, (&) ltdemnitee shall have reasonably
concluded that there may be a conflict of intebettveen the Company and the Indemnitee in the armdwany such defense or (iii) the
Company shall not, in fact, have employed courtsaksume the defense of such proceeding, theedlseahd expenses of the Indemnitee’s
counsel shall be at the expense of the Company.

7. Determination of Right to Indemnification.

7.1 To the extent the Indemnitee has been suadessthe merits or otherwise in defense of anyeedling referred to in Section 3.1
3.2 of this Agreement or in the defense of anynejassue or matter described therein, the Comphaly mdemnify the Indemnitee against
expenses actually and reasonably incurred by hiooimmection with the investigation, defense or appésuch proceeding, or such claim,
issue or matter, as the case may be.



7.2 In the event that Section 7.1 is inapplicabtejoes not apply to the entire proceeding, the@amy shall nonetheless indemnify the
Indemnitee unless the Company shall prove by @edrconvincing evidence to a forum listed in Sec##d3 below that the Indemnitee has
met the applicable standard of conduct requireshtile the Indemnitee to such indemnification.

7.3 The Indemnitee shall be entitled to selecfohnem in which the validity of the Company’s claimder Section 7.2 hereof that the
Indemnitee is not entitled to indemnification vk heard from among the following:

(&) A quorum of the Board consisting of directafso are not parties to the proceeding for whictemdification is being sought;

(b) Legal counsel mutually agreed upon by the timoitee and the Board, which counsel shall make getérmination in a
written opinion;

(c) A panel of three arbitrators, one of whomekested by the Company, another of whom is seldayettie Indemnitee and the
last of whom is selected by the first two arbitratso selected; or

(d) Any court having jurisdiction of subject mattnd the parties.

7.4 As soon as practicable, and in no event thter thirty (30) days after the forum has beenctetepursuant to Section 7.3 above, the
Company shall, at its own expense, submit to thectsd forum its claim that the Indemnitee is natitked to indemnification, and the
Company shall act in the utmost good faith to assiue Indemnitee a complete opportunity to defegadrest such claim.

7.5 If the forum selected in accordance with $&c#l.3 hereof is not a court, then after the faedision of such forum is rendered, the
Company or the Indemnitee shall have the righipfayato the court having jurisdiction of subjectttea and the parties, the court in which
proceeding giving rise to the Indemnitee’s claimif@lemnification is or was pending or any othennt@f competent jurisdiction, for the
purpose of appealing the decision of such forumyided that such right is executed within sixty)(6@ys after the final decision of such
forum is rendered. If the forum selected in accoogawith Section 7.3 hereof is a court, then tghts of the Company or the Indemnitee to
appeal any decision of such court shall be govebyettie applicable laws and rules governing appefaiise decision of such court.

7.6 Notwithstanding any other provision in thisrdgment to the contrary, the Company shall indeyrthié Indemnitee against all
expenses incurred by the Indemnitee in connectitmany hearing or proceeding under this Sectiamv@lving the Indemnitee and against
all expenses incurred by the Indemnitee in conardatiith any other proceeding between the Companytlae Indemnitee involving the
interpretation or enforcement of the rights of théemnitee under this Agreement unless a court of
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competent jurisdiction finds that each of the matelaims and/or defenses of the Indemnitee insrgh proceeding was frivolous or not
made in good faith.

8. Exceptions. Any other provision herein to the contrarywithstanding, the Company shall not be obligatepant to the terms
of this Agreement in connection with the following:

8.1 Claims Initiated by Indemnitee To indemnify or advance expenses to the Indie@nvith respect to proceedings or claims
initiated or brought voluntarily by the Indemnitaed not by way of defense, except with respectdcgedings specifically authorized by the
Board or brought to establish or enforce a righhtemnification and/or advancement of expensessngriunder this Agreement, the charter
documents of the Company or any statute or lawtlegravise, but such indemnification or advancemémrixpenses may be provided by the
Company in specific cases if the Board finds ibéoappropriate; or

8.2 Unauthorized Settlements To indemnify the Indemnitee hereunder for amounts paid in settlement of a proceeding unless t
Company consents in advance in writing to sucleseént, which consent shall not be unreasonablyheit; or

8.3 Securities Law Actions To indemnify the Indemnitee on account of aanit in which judgment is rendered against the fmoligee
for an accounting of profits made from the purchaisgale by the Indemnitee of securities of the Gany pursuant to the provisions of
Section 16(b) of the Securities Exchange Act of4l88d amendments thereto or similar provisionsgffaderal, state or local statutory law;
or

8.4 Unlawful Indemnification To indemnify the Indemnitee if a final decisiby a court having jurisdiction in the matter $hal
determine that such indemnification is not lawfulthis respect, the Company and the Indemnitee baen advised that the Securities and
Exchange Commission takes the position that indioation for liabilities arising under the fedesscurities laws is against public policy
is, therefore, unenforceable and that claims fdemnification should be submitted to appropriatertsofor adjudication.

9. Non-Exclusivity. The provisions for indemnification and advameat of expenses set forth in this Agreement stuilbe deemed
exclusive of any other rights which the Indemnitegy have under any provision of law, the Compa@gstificate of Incorporation or
Bylaws, the vote of the Company’s stockholdersisinterested directors, other agreements or otlserviioth as to action in the Indemnitee’s
official capacity and to action in another capaaityile occupying his position as a director andferagent of the Company, and the
Indemnitee’s rights hereunder shall continue afterindemnitee has ceased acting as a directootaaa/agent of the Company and shall
inure to the benefit of the heirs, executors amdiatstrators of the Indemnitee.
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10. General Provisions.

10.1 Interpretation of Agreement It is understood that the parties hereto idtidais Agreement to be interpreted and enforceakssto
provide indemnification and advancement of expetséise Indemnitee to the fullest extent now oreladter permitted by law, except as
expressly limited herein.

10.2 Severability. If any provision or provisions of this Agreemiahall be held to be invalid, illegal or unenfeable for any reason
whatsoever, then: (a) the validity, legality andoeceability of the remaining provisions of this lsgment (including, without limitation, all
portions of any paragraphs of this Agreement coirigiany such provision held to be invalid, illegalunenforceable that are not themselves
invalid, illegal or unenforceable) shall not in angly be affected or impaired thereby; and (b) #oftlilest extent possible, the provisions of
this Agreement (including, without limitation, glortions of any paragraphs of this Agreement coimgiany such provision held to be
invalid, illegal or unenforceable, that are notrtiselves invalid, illegal or unenforceable) shallcbastrued so as to give effect to the intent
manifested by the provision held invalid, illegalumenforceable and to give effect to Section h@rkeof.

10.3 Modification and Waiver No supplement, modification or amendment &f Agreement shall be binding unless executed in
writing by both of the parties hereto. No waiveraofy of the provisions of this Agreement shall berded or shall constitute a waiver of any
other provision hereof (whether or not similar)r sball such waiver constitute a continuing waiver.

10.4 Subrogation In the event of full payment under this Agress) the Company shall be subrogated to the erfesuch payment
to all of the rights of recovery of the Indemnitedyo shall execute all documents required and slaadlll acts that may be necessary or
desirable to secure such rights and to enable dinep@ny effectively to bring suit to enforce sudhts.

10.5 Counterparts This Agreement may be executed in one or mouaterparts, which shall together constitute greement.

10.6 Successors and Assigns The terms of this Agreement shall bind, arallshure to the benefit of, the successors anijasof
the parties hereto.

10.7 Notice. All notices, requests, demands and other comications under this Agreement shall be in writamgl shall be deemed
duly given: (a) if delivered by hand and signedbgrthe party addressee; or (b) if mailed by cedibr registered mail, with postage prepaid,
on the third business day after the mailing datee address for notice to the Company shall be &88l Street, Mobile, Alabama 36695, and
the address for notice to the Indemnitee is as slmwthe signature page of this Agreement, whidrestes may be subsequently modified
by written notice by either party.



10.8 Governing Law This Agreement shall be governed exclusivglabd construed according to the laws of the SthlRelaware.

10.9 Attorneys’ Fees In the event Indemnitee is required to bring action to enforce rights under this Agreememtl(iding,
without limitation, the expenses of any Proceedlagcribed in Section 3), the Indemnitee shall litlesh to all reasonable fees and expenses

in bringing and pursuing such action, unless atagfutompetent jurisdiction finds each of the mateclaims of the Indemnitee in any such
action was frivolous and not made in good faith.

10.10 Insurance The indemnity and advancement of expensegatibins of the Company contained in this Agreensbatl apply

only to the extent that an Indemnitee has not benbursed pursuant to any insurance policy the @y may maintain from time to time
for the Indemnitee’s benefit, or otherwise.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have entartxthis Indemnity Agreement effective as of tiae first written above.

Company:

C OMPUTER P ROGRAMS A ND SYSTEMS, | NC.

By:
Name
Its:

Indemnitee

Signature:
Print Name

Exhibit 99.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of CompuRengrams and Systems, Inc. (the “Company”) on FbDA® for the quarterly
period ended September 30, 2002, as filed wittStheurities and Exchange Commission on the datehg@he “Report”), |, David A. Dye,
President and Chief Executive Officer of the Compaertify, pursuant to 18 U.S.C. Section 1350a@spted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirermeent Section 13(a) or 15(d) of the Securities ExgjgaAct of 1934,

(2) The information contained in the Report faphgsents, in all material respects, the finarmialdition and results of operatic
of the Company.

The foregoing certification is incorporated soldy the purposes of complying with the provisiofiSection 906 of the Sarban@sdey
Act and is not intended to be used for any othepgse.

By: /sl Davip A.D YE

David A. Dye
President and Chief Executive Officer

Date: October 31, 2002
Exhibit 99.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of CompuRengrams and Systems, Inc. (the “Company”) on FobA@ for the quarterly
period ended September 30, 2002, as filed witlSéhaurities and Exchange Commission on the datehg@he “Report”), I, M. Stephen
Walker, Vice President-Finance and Chief FinanGificer of the Company, certify, pursuant to 18 L SSection 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 200at:t

(1) The Report fully complies with the requirermrenf Section 13(a) or 15(d) of the Securities ExgjeaAct of 1934,

(2) The information contained in the Report faphgsents, in all material respects, the finarsmaldition and results of operatic
of the Company.

The foregoing certification is incorporated solfdy the purposes of complying with the provisioffisSection 906 of the Sarban€sdey
Act and is not intended to be used for any othepgse.

By: /sl M. STEPHENW ALKER

M. Stephen Walker
Vice President—Finance and



Chief Financial Officer

Date: October 31, 2002

End of Filing
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