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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported)
March 31, 2009

PARADIGM HOLDINGS, INC.
(Exact name of registrant as specified in its chaetr)

Wyoming 00C-09154 83-021150¢€
(State or other jurisdiction « (Commission File No. (I.LR.S. Employe
incorporation or organizatiol Identification No.)
9715 Key West Avenue, 8- Floor, Rockville, Maryland 20850
(Address of principal executive office (Zip Code)

(301) 4681200

(Registrant’s telephone number, including area fode

Check the appropriate box below if the ForrK &iting is intended to simultaneously satisfy thiléng obligation of the registrant under any
the following provisions:

o Written communications pursuant to Rule 425 unberSecurities Act (17 CFR 230.4z
| Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
o Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))

o Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))




Item 2.02. Results of Operations and Financial Corition.

On March 31, 2009, Paradigm Holdings, Inc. issupdess release reporting its results for the fofisttal quarter and fiscal year ended
December 31, 2008. The press release is furnishehiith as Exhibit 99.1 and is incorporated hebsimeference.

This information shall not be deemed “filed” forrposes of Section 18 of the Securities ExchangeoAt834, as amended (the “Exchange
Act”), or otherwise subject to the liabilities dfat section, and it shall not be deemed incorpdriagereference in any filing under the
Securities Act of 1933, as amended, or the Exchauntieexcept as expressly set forth by specifierafice in such filing.
Item 9.01. Financial Statements and Exhibits

€) Not applicable

(b) Not applicable

(c) Not applicable

(d) Exhibits.

99.1 Press Release of Paradigm Holdings, Inc. ddsedh 31, 2009.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causedréport to be signed on
behalf by the undersigned hereunto duly authorized.

PARADIGM HOLDINGS, INC.

By: /s/ Richard Sawchak

Richard Sawcha
Chief Financial Officel

Date: March 31, 200




EXHIBIT INDEX

Exhibit No. Description
Exhibit 99.1 Press Release of Paradigm Holdings, Inc. datediMzit¢c200¢
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o

Contact:

Richard Sawchak

Paradigm Solutions Corporation
Tel: (240) 283-3404

For Immediate Release

Paradigm Holdings Provides Business Update and
Reports Financial Results for the Fourth Quarter of2008

Rockville, Maryland — March 31, 2009 — Paradigm Halings, Inc. (OTCBB: PDHO) (“Paradigm” or the “Company”)a provider o
comprehensive information technology and businedstiens for federal government enterprises, togeyided an update for the fou
guarter ended December 31, 2008.

Fourth Quarter 2008 Highlights:

> Revenue of $8.2 million for the quarter ended Ddoen31, 200¢

> Gross profit of $1.9 million with gross margin exgéon of 762 basis points to 22
> EBITDA of $0.5 million

> Net loss of $0.01 per sha

Peter B. LaMontagne, Paradigm President and CE@yamnted, We have been successful in our ongoing initiatovenbve away from smi
business set-aside contracts, in favor of higlmargin national and homeland security contracts. ”

Mr. LaMontagne continued, “Our focus on margin ioyEment in 2008 also resulted in sequential ine@®as Paradigns gross marg
percentages in each of the past three quarters.782 basis point improvement in gross margintierfourth quarter of 2008, versus the s
period last year, was achieved through the elironatf noneore business and lower margin contracts combiridtdour expanding focus
the national security sector. While this procekfoousing on core growth markets resulted in aermexe decline in recent quarters, we
entering 2009 in a strong position to attempt to méw, higher margin business, and increase pbdftia”

Mr. LaMontagne concludedParadigm remains focused on the core service areae we see the most promising growth prospectsaal
of our customers: cyber forensics, information emsce and continuity of operations consulting.2008, we expanded in all three of tr
solution areas. In December 2008, we were selexteaal sutzontractor for the Drug Enforcement Administrati@@EA) to help combat tt
war on drugs through our technical and administeatiupport to SAVA, the prime contractor for thgsejects. More recently, Paradi
expanded its presence at the State Departmentimf@mation technology and information assurapcegrams as well as adding w
involving infrastructure protection for the Washiog Metropolitan Area Transit Authority. Despiteeteconomic challenges the US faces
believe that the need for cyber security and infuature protection support services remains stfong

Richard Sawchak, Chief Financial Officer, stateleVenue for the fourth quarter was $8.2 million paned to $13.3 million in the pri
year. The decrease was due to the deliberate ihdur revenue mix towards higher margin serviasevidenced by a 762 basis p
increase in our gross margin. Earlier this quakter secured $6.2 million through a private placetm# preferred stock and warrants. 1
infusion of cash will be used to pay down debt &mdgeneral working capital purposes. With an ewea balance sheet and a st
foothold within the national and homeland secusigtors, we look forward to an active and succéygsfar for the Company.”




The Companys EBITDA was $0.5 million during the quarter endeecember 31, 2008, as compared to approximately ®dlion for the
same period of 2007. The Company defines EBITD&asings before interest, taxes, depreciation amuftization, stock compensation «
restructuring expense which includes the basketval under our senior credit facility and othemattestructuring costs. EBITDA is nc
measure of performance calculated in accordandeagitounting principles generally accepted in thédd States (“GAAP”)and should n¢
be considered in isolation of, or as a substitatedarnings as an indicator of operating perforceasr cash flows from operating activitie:
a measure of liquidity. The Company believes thesentation of EBITDA is relevant and useful by erdiiag the readersability to
understand the Company’s operating performance.ddrapanys management utilizes EBITDA as a means to megsnfermance. Tt
Companys measurements of EBITDA may not be comparableintiles titted measures reported by other companidse table belo
reconciles EBITDA, a non-GAAP measure, to net fasghe three and twelve months ended Decembe2@18 and 2007.

Twelve Months

Quarter Ended Dec. & Ended Dec. 3.
(In thousands 2008 2007 2008 2007
Net Loss $ (150 $ 49 $ 777 % (8349
Adjustments
Income Tax (Benefit) Expen (87 33 (342 (24%)
Interest Expense, N 30¢ 22C 1,042 1,18¢
Depreciation & Amortizatio 12C 17z 58¢ 53C
Stock Compensatic 202 14C 622 452
Severance & Restructu 104 - 603 35¢
EBITDA $ 497 $ 517 $ 1,73¢  $ 1,44¢

Revenue for the fourth quarter of 2008 was $8.2ianil compared to $13.3 million for the fourth gtearof 2007. The decline in revenue
the three months is attributable to a decreasedaral repair and maintenance services and theletompof certain small business setide
programs in the second quarter of 2008, which veatighly off-set by an increase in the higher margin federalieebusiness. Net loss
the fourth quarter of 2008 was $149,763 or $0.G1share versus a net loss of $48,708 or $0.00hzaesn the fourth quarter of 2007.

The Company had approximately $5.9 million outstagdn its line of credit with Silicon Valley Banks of December 31, 2008. 1
Company had an accumulated deficit of approximabelyd million and working capital deficit of $4.5llion as of December 31, 2008.

Subsequent to the end of the fourth quarter of 2P@8adigm completed a $6.2 million private placenué preferred stock and warrants.
private placement consisted of 6,206 shares ofeSekl Senior Preferred Stock, Class A Warrants to msehup to an aggregate
approximately 79.6 million shares of common stodthwan exercise price equal to $0.0780 per shar¢ Glass B Warrants to purchase u
an aggregate of approximately 69.1 million shafesomnmon stock at an exercise price of $0.0858spare to a group of investors led
Hale Capital Partners LP. Among the use of proge#d.1 million was used to pay off the promissnoge issued in connection with
Companys acquisition of Trinity IMS, Inc., the Company gdees and transaction costs of approximately 80ln and the remaining $3
million will be used to pay down debt and for gexie@vorking capital purposes.




For additional details, please refer to the Comfsagnual report on Form 10-K as filed with the SEC
About Paradigm Holdings, Inc.

Paradigm Holdings, Inc., (www.paradigmsolutions.gasna provider of information technology (IT) abdsiness solutions for U.S. Fed:
Government enterprises. Paradigm specializes irpoeimensive information assurance solutions invghayber security and forensics as \
as continuity of operations and disaster recovéaympng. The Company also provides systems engimge@nd IT infrastructure supp
solutions. Headquartered in Rockville, Marylartet Company currently employs approximately 200 feop

Safe Harbor Statement

This press release may contain forwhyodking information within the meaning of Sectio/ of the Securities Act of 1933, as amended
“Securities Act”)and Section 21E of the Securities Exchange Act9#4] as amended, and is subject to the safe harbated by thot
sections. Paradigm assumes no obligation to ughatmformation contained in this press releas¢uréuresults for Paradigm may be affe
by its ability to continue to implement its goveramh technology solutions, its dependence on therédyovernment and state and I
governments and other federal government contra@serits major customers, timely passage of commpsraf the federal budget, tim
obligations of funding by the federal and state egaments, its dependence on procuring, pricing gerfiorming shorterm governmel
contracts, its dependence on hiring and retainingliied professionals, potential fluctuations ts guarterly operating results, includ
seasonal impacts, its dependence on certain kelogegs and its ability to timely and effectivelyeégrate the businesses it may acquire
further information about forwartboking statements and other Paradigm specifisrésid uncertainties please refer to recent SE@$lfol
Paradigm, which are availablewavw.sec.gov.

The securities sold in the private placement hateyat been registered under the Securities Aat,raay not be offered or sold in the Un
States in the absence of an effective registratiatement or exemption from registration requiretsiefhis news release shall not const
an offer to sell or the solicitation of an offertiay, nor shall there be any sale of these seestriii any state in which such offer, solicitatio
sale would be unlawful prior to the registrationgorlification under the securities laws of anytsstate.

(tables follow)




PARADIGM HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS

12/31/200¢ 12/31/2007
ASSETS
Current assetl
Cash and cash equivalel $ 52,257 $ 7,771
Accounts receivabl- contracts, ne 6,920,76! 8,982,633
Prepaid expenst 1,033,83 1,078,52!
Prepaid corporate income ta 47,09: 74,207
Deferred income tax asst 60,26¢ 68,56
Other current assets 554,61( 346,78!
Total current asse 8,668,83 10,558,49
Property and equipment, r 183,61 407,32(
Goodwill 3,991,60! 3,969,24!
Intangible assets, n 1,244,59 1,591,86.
Deferred income tax assets, net of current po 211,32¢ --
Other non-current assets 172,02¢ 193,21¢
Total Assets $ 14,47199 $ 16,720,14
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Bank overdraf $ - $ 1,687,49
Note payable- line of credit 5,949,98 5,268,69!
Note payable promissory noti 2,000,001 2,000,001
Capital leases payable, current pori 1,57¢ 30,43¢
Accounts payable and accrued expet 3,498,691 4,020,66!
Accrued salaries and related liabilit 1,474,13. 1,550,96.
Other current liabilities 227,20( 177,84
Total current liabilities 13,151,58 14,736,10
Long-term liabilities
Capital leases payable, net of current por -- 1,88¢
Deferred income taxes, net of current por - 220,80:
Other non-current liabilities 183,87( 289,59:
Total liabilities 13,335,45 15,248,38
Commitments and contingenci
Stockholder' equity
Convertible preferred stock - $.01 par value, 10,000 shares authorized, 1,800 shares
issued and outstanding as of December 31, 2008 &fwre of convertible preferred stock will ha
liquidation preference of $0.01 per share plusedirued but unpaid dividen 18 18
Common stock $.01 par value, 50,000,000 shares authorized483,53 shares issued and outstan
as of December 31, 2008 and 2007, respect 191 ,48: 191 ,48:
Additional paic-in capital 3,215,401 2,773,54
Accumulated deficit (2,270,35) (1,493,28)
Total stockholders’ equity 1,136,54. 1,471,76.
Total liabilities and stockholders’ equity $ 1447199 $ 16,720,14




PARADIGM HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December ¢

Contract Revenu
Service contract
Repair and maintenance contracts
Total contract revenue
Cost of revenu
Service contract
Repair and maintenance contracts
Total cost of revenue
Gross margir
Selling, general and administrative
(Loss) income from operations
Other (expense) incon
Interest incomt
Interest expens
Other income

Total other expense

Loss from continuing operations before income t:
Benefit for income taxes

Loss from continuing operations

Loss from operations of discontinued componentph@icome tax benefit
Gain on sale of discontinued operations, net afnme taxes

Loss from discontinued operations, net of inconxesa

Net loss

Dividends on preferred stock

Net loss attributable to common shareholc

Weighted average number of common she
Basic
Diluted

Basicand dilutecnet loss per common sha
Loss from continuing operatiol
Loss from discontinued operatio
Net loss

HH#H

2008 2007
$ 27,686,07 $ 26,779,13
11,454,52 19,898,51
39,14059 _ 46,677,65
21,144,74  23,034,60
9,950,61.  16,490,67
31,09535 _ 39,525,28
8,045,24: 7,152,36
8,125,58! 6,940,48;
(80,34%) 211,88
2,79: 1,97¢
(1,044,89)  (1,186,02)
3,227 2,08t
(1,038,87) __ (1,181,96)
(1,119,21) (970,085
(342,13 (244,749
(777,07Y) (725,331

= (186,80

- 78,21¢

- (108,581

(777,07Y) (833,92)
180,00( 75,00(

$ (957,079 $_ (908,92)
19,148,15  19,315,75
19,148,15  19,315,75
$ (0.05) $ (0.0
$ ~ $ (0.03)
$ (0.05 $ (0.08)




