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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

j2 Global Communications, Inc.
Condensed Consolidated Balance Sheets
(Unaudited, in thousands)

June 30, December 31
2009 2008
ASSETS

Cash and cash equivalel $ 192,57¢ $ 150,78(
Shor-term investment 21 14
Accounts receivable, net of allowances of $3,10d $2,896 respectivel 13,90¢ 14,08z
Prepaid expenses and other current a: 8,491 6,68:
Deferred income taxes 2,95¢ 2,95¢

Total current asse 217,95 174,51¢
Long-term investment 2,20 11,081
Property and equipment, r 16,55 18,93¢
Goodwill 81,15: 72,78:
Other purchased intangibles, | 38,52¢ 36,791
Deferred income taxe 9,00¢ 7,787
Other assets 10¢ 142

Total assets $ 365,50 $ 322,04(

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable and accrued expet $ 17,678 $ 16,91t
Income taxes payab 1,451 1,80C
Deferred revenu 13,16¢ 13,68(

Total current liabilities 32,29« 32,39
Accrued income tax liabilit 41,99¢ 38,64:
Other lon¢-term liabilities 881 1,022

Total liabilities 75,17 72,06(
Commitments and contingenci — —
Preferred stock, $0.01 par value. Authorized 1,000.and none issue — —
Common stock, $0.01 par value. Authorized 95,000 &QJune 30, 2009 and December 31, 2008;

issued 52,698,217 and 52,305,293 shares at Jur2®@9,and December 31, 2008, respectively, and

total oustanding 44,017,649 and 43,624,725 sharasa 30, 2009 and December 31, 2008,

respectively 527 523
Additional paic-in capital 139,87¢ 131,18¢
Treasury stock, at cost (8,680,568 shares at Jun20®9 and December 31, 20! (112,67)) (112,677)
Retained earning 264,63: 234,84:
Accumulated other comprehensive loss (2,026) (3,900

Total stockholder equity 290,33t 249,98(
Total liabilities and stockholde’ equity $ 365,50 $ 322,04(

See Notes to Condensed Consolidated Financial Statents
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j2 Global Communications, Inc.
Condensed Consolidated Statements of Operations
(Unaudited, in thousands except share and per shadata)

Three Months Ended June 30 Six Months Ended June 30

2009 2008 2009 2008

Revenues

Subscribel $ 61,04¢ $ 59,637 $ 120,68¢ $ 116,75

Other 1,41°F 1,14C 2,16¢ 2,57

62,46¢ 60,671 122,85! 119,32!

Cost of revenues (including share-based compemsafi$§331 and

$612 for the three and six months of 2009, respelgti and

$212 and $387 for the three and six months of 2008,

respectively) 11,60( 11,72¢ 22,99: 23,35¢
Gross profit 50,86 48,95 99,86 95,96¢

Operating expense

Sales and marketing (including share-based comgpensat $484

and $861 for the three and six months of 2009 eetsely,

and $328 and $666 for the three and six month9082

respectively’ 9,211 10,58¢ 18,09¢ 20,79¢
Research, development and engineering (includiage-basec

compensation of $221 and $417 for the three anthsixths

of 2009, respectively, and $191 and $405 for theetland six

months of 2008, respectivel 2,88( 3,011 5,82 6,15¢
General and administrative (including shagsed compensation

$1,870 and $3,311 for the three and six month€682

respectively, and $1,243 and $2,543 for the thnekesix

months of 2008, respectively) 11,20¢ 11,29: 21,91t 22,44¢
Total operating expenses 23,30( 24,88t 45,83¢ 49,40¢
Operating earning 27,56« 24,06 54,02¢ 46,56
Other-thar-temporary impairment loss (9,199 — (9,199 —
Interest and other income, r 31E 563 457 1,897
Earnings before income tax 18,68¢ 24,621 45,29 48,45¢
Income tax expens 7,54¢ 7,891 15,50¢ 14,93(
Net earning: $ 11,137 $ 16,73( $ 29,78¢ % 33,52«
Net earnings per common sha
Basic $ 0.2t $ 03t $ 0.6¢ $ 0.7¢
Diluted $ 0.2t $ 037 $ 0.6 $ 0.71
Weighted average shares outstand
Basic 43,762,33 44,142,74 43,695,07 45,700,93
Diluted 45,044,00 45,688,86 44,806,26 47,026,10

See Notes to Condensed Consolidated Financial Statents
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j2 Global Communications, Inc.
Condensed Consolidated Statement of Cash Flows
(Unaudited, in thousands)

Six Months Ended June 30

2009 2008
Cash flows from operating activitie
Net earning: $ 29,78¢ 33,52«
Adjustments to reconcile net earnings to net cashiged by operating activitie
Depreciation and amortizatic 7,36: 6,34(
Sharebased compensatic 5,201 4,001
Excess tax benefits from sh-based compensatic (2,729 (443)
Provision for doubtful accoun 59: 1,61«
Deferred income taxe (1,22)) (1,062)
Loss on disposal of fixed ass: 15 28
Gain on trading securitie (8) —
Otherthar-temporary impairment loss 9,19: —
Decrease (increase) i
Accounts receivabl (51€) (1,139
Prepaid expenses and other current a: 43¢ 1,57¢
Other asset 33 46
(Decrease) increase i
Accounts payable and accrued expe! 57¢ 5,10¢
Income taxes payab 18¢ (61€)
Deferred revenu 777 (767)
Accrued income tax liabilit 3,35¢ 3,067
Other 14 (29)
Net cash provided by operating activit 51,51« 51,25
Cash flows from investing activitie
Sales of availab-for-sale investment — 36,17(
Redemptions/Sales of h-to-maturity investment — 27,88
Purchases of property and equipm (93¢) (1,265)
Acquisition of businesses, net of cash rece (11,910 (33,279
Proceeds from sale of ass 1,011 —
Purchases of intangible ass (2,272) (1,664)
Net cash (used in) provided by investing activi (14,109 27,84¢
Cash flows from financing activitie
Repurchases of common stc — (97,33¢)
Repurchase of restricted stc (92 (82
Issuance of common stock under employee stock peechlar 61 112
Exercise of stock optior 802 97:<
Excess tax benefits from share-based compensation 2,72% 443
Net cash provided by (used in) financing activi 3,49¢ (95,890()
Effect of exchange rate changes on cash and casvasnts 897 1,357
Net increase (decrease) in cash and cash equis 41,79¢ (15,43¢)
Cash and cash equivalents at beginning of pe 150,78( 154,22(
Cash and cash equivalents at end of period $ 192,57¢ 138,78

See Notes to Condensed Consolidated Financial Statents
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
JUNE 30, 2009
(UNAUDITED)

1. Basis of Presentation

j2 Global Communications, Inc. (“j2 Global”, “ourus” or “we”) is a Delaware corporation foundedlf95. By leveraging the power
of the Internet, we provide outsourced, vahdeled messaging and communications services tadodils and businesses throughout the wi
We offer fax, voicemail, email and call handling\dees and bundled suites of certain of these sesvie market our services principally
under the brand names eFax®, eFax Corporate®, Qfiglayoice® and Electric Mail®.

The accompanying interim condensed consolidatexhiiral statements include the accounts of j2 Glahdlits direct and indirect
wholly-owned subsidiaries. All intercompany accauand transactions have been eliminated in corsgaia

The accompanying interim condensed consolidatexhéiial statements are unaudited and have beenrptejpeaccordance with
accounting principles generally accepted in thetéthStates of America (“GAAP”), including those faterim financial information and with
the instructions for Form 10-Q and Article 10 ofgRiation S-X issued by the Securities and Exchagamission (“SEC”)Accordingly, they
do not include all of the information and note thscres required by GAAP for complete financiatata@ents. In the opinion of management,
all adjustments (consisting of normal recurringuatinents) considered necessary for a fair presentaave been reflected in these interim
financial statements. These financial statemerndsldhbe read in conjunction with the audited finahstatements and related notes for the
ended December 31, 2008 included in our Annual RepoForm 10-K filed with the SEC on February 2809 as amended on March 5,
2009. Accordingly, significant accounting policiasd other disclosures normally provided have lmeitted since such items are disclosed
therein.

The results of operations for this interim period aot necessarily indicative of the operating itsdor the full year or for any future
period.

Use of Estimates

The preparation of consolidated financial statesmé@naccordance with GAAP requires management feematimates and assumptions
that affect the reported amounts of assets antlitied at the date of the financial statements|uding judgments about investment
classifications, and the reported amounts of netimee and expenses during the reporting periocarOongoing basis, management evaluates
its estimates, including those related to revergegnition, allowances for doubtful accounts areualuation of deferred income taxes, tax
contingencies, non-income tax contingencies, shased compensation expense, Itimgd and intangible assets and goodwill. Thesenades
are based on historical experience and on varithes dactors that we believe to be reasonable utihgecircumstances. Actual results could
differ from those estimates.

Allowances for Doubtful Accoun
We reserve for receivables we may not be able teatoThese reserves are typically driven by tbkime of credit card declines and
past due invoices and are based on historical exmer as well as an evaluation of current marketlitmns. On an ongoing basis, manager

evaluates the adequacy of these reserves. As ef3lyr2009 and December 31, 2008, our accountivadte reserves were $3.1 million and
$2.9 million respectively. We believe these resgiteebe reasonable under the circumstances.

-6-




Revenue Recognitic

Our subscriber revenues substantially consist afthip recurring subscription and usalgased fees, which are primarily paid in adve
by credit card. In accordance with GAAP and SE@assStaff Accounting Bulletin No. 104, Revenue Rgttion, which clarifies certain
existing accounting principles for the timing ofemue recognition and classification of revenueth@financial statements, we defer the
portions of monthly recurring subscription and weshgsed fees collected in advance and recognireiththe period earned. Additionally, we
defer and recognize subscriber activation feesralatied direct incremental costs over a subscsbestimated useful life.

Our advertising revenues (included in “other rexesiyprimarily consist of revenues derived by defiig email messages to our
customers on behalf of advertisers. Revenues aognized in the period in which the advertising/gmrs are performed, provided that no
significant j2 Global obligations remain and thél@ction of the resulting receivable is reasonasgured.

Our patent revenues (included in “other revenuestisist of patent license revenues generated licdase agreements that provide for
the payment of contractually determined fully pajger royalty-bearing license fees to us in exclediog the grant of a non-exclusive,
retroactive and future license to our patentedrteldyy. Patent revenues also consist of the sgbateints. Patent license revenues are
recognized when earned over the term of the licagseement. With regard to fully paid-up licenseagements, we generally recognize as
revenue in the period the agreement is executegdhmn of the payment attributable to past usthefpatented technology and amortize the
remaining portion of such payments on a straigte basis over the life of the licensed patent(d)h\Wégard to royalty-bearing license
arrangements, we recognize revenue of licensesfa@®d during the applicable period.

Fair Value Measuremen

In September 2006, the Financial Accounting StasslBoard (“FASB”) issued Statement of Financial duating Standards (“SFAS”)
No. 157,Fair Value Measuremen{§SFAS 157"), which defines fair value, provideframework for measuring fair value and expands the
disclosures required for fair value measuremerf& 5157 applies to all accounting pronouncemergsréquire fair value measurements; it
does not require any new fair value measurementsfiseal years beginning after November 15, 2@@mpanies are required to implement
SFAS 157 for financial assets and liabilities, @&dlas for any other assets and liabilities thataarried at fair value on a recurring basis in
financial statements. The FASB provided a one-gederral for the implementation of SFAS 157 forethonfinancial assets and liabilities.
On January 1, 2008, we adopted SFAS 157.

As of June 30, 2009 and December 31, 2008, thgingrvalue of cash and cash equivalents, stesrt investments, accounts receive
interest receivable, accounts payable, accruednsggeinterest payable and customer deposits appates fair value due to the short-term
nature of such instruments. The carrying valuetbéolongterm liabilities approximates fair value as theatetl interest rates approximate r.
currently available to j2 Global.

In February 2007, the FASB issued SFAS No. I%® Fair Value Option for Financial Assets and lilgies - Including an Amendment
of FASB Statement No. 1¢SFAS 159”). SFAS 159 permits entities to choose to measuraindihancial assets and liabilities at fair value.
Furthermore, under SFAS 159 entities shall reporéalized gains and losses on eligible items fackvthe fair value option has been elected
in earnings at each subsequent reporting date. IBA$s effective for fiscal years beginning afiervember 15, 2007. As permitted by SFAS
159, we have elected not to use the fair valueoafth measure our available-for-sale and held-tauritg securities under SFAS 159 and will
continue to report them under SFAS No. 1A&¢ounting for Certain Investments in Debt and BqS8ecuritieg"SFAS 115”) because the
nature of our financial assets and liabilities moeof such complexity that they would benefit franchange in valuation to fair value.

Concentration of Credit Risk

All of our cash, cash equivalents and marketahterities are invested at major financial institaso These institutions are required to
invest our cash in accordance with our investmefity with the principal objectives being preseiwatof capital, fulfilment of liquidity neec
and above market returns commensurate with presemvef capital. Our investment policy also reqgithat investments in marketable
securities be in only highly rated instruments hdiinitations on investing in securities of anyglmissuer. However, these investments are not
insured against the possibility of a complete lofssarnings or principal and are inherently subjedhe credit risk related to the continued
credit worthiness of the underlying issuer and galneredit market risks as existed during late 2@0the present. At June 30, 2009 and
December 31, 2008, our cash and cash equivaleats, waintained in accounts that are insured upetditnit determined by the appropriate
governmental agency. The amount insured, howév@nmaterial in comparison to the total amounoof cash and cash equivalents held by
these institutions.




Income Taxe

We must make certain estimates and judgments érrd@ting income tax expense for financial statenpemposes. These estimates and
judgments occur in the following areas, among ah@y calculation of tax credits, benefits and detibns; (ii) calculation of tax assets ¢
liabilities arising from differences in the timirg recognition of revenue and expense for tax amzhtial statement purposes; and (iii) interest
and penalties related to uncertain tax positioignificant changes to these estimates may resalbiimcrease or decrease to our tax provision
in a subsequent period.

We must assess the likelihood that we will be adleecover our deferred tax assets. If recovenpotdikely, we must increase our
provision for taxes by recording a valuation allowe against the deferred tax assets that we estimithinot ultimately be recoverable. We
believe that we will ultimately recover a substahithajority of the deferred tax assets recordedwrconsolidated condensed balance sheets.
However, should there be a change in our abiliyetmver our deferred tax assets, our tax provigiould increase in the period in which we
determined that the recovery was not likely.

The calculation of our tax liabilities involves dieg with uncertainties in the application of corapltax regulations. In accordance with
FASB Interpretation No. 48, “Accounting for Uncenty in Income Taxes—an interpretation of SFAS M@9” (“FIN 48”), and related
guidance, we recognize liabilities for uncertaix pasitions based on a two-step process. Thestiegt is to evaluate the tax position for
recognition by determining if the weight of avaiktevidence indicates that it is more likely than that the position will be sustained on au
including resolution of related appeals or litigatiprocesses, if any. If we determine that a tasttipm will more likely than not be sustained on
audit, then the second step requires us to estiamateneasure the tax benefit as the largest antioaiis more than 50% likely to be realized
upon ultimate settlement. It is inherently diffitahd subjective to estimate such amounts, as we toadetermine the probability of various
possible outcomes. We reevaluate these uncertapottions on a quarterly basis. This evaluat®hdsed on factors including, but not limi
to, changes in facts or circumstances, changexitatv, effectively settled issues under audit, aea audit activity. Such a change in
recognition or measurement would result in the gadmn of a tax benefit or an additional chargétte tax provision.

Reclassification:

Certain prior year reported amounts have beengsifiled to conform with the 2009 presentation. \&@assified certain cash flows
within operating activities in the consolidatedtstaents of cash flows.

2. Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 141geeM2007)Business Combinatiorf$SFAS 141(R)”). SFAS 141(R) establishes
principles and requirements for how the acquireat bfisiness (i) recognizes and measures in itadiabstatements the identifiable assets
acquired, the liabilities assumed, and any nonotdlimtg interest in the acquiree; (ii) recognizeslaneasures in its financial statements the
goodwill acquired in the business combination gaa from a bargain purchase; and (iii) determinbat information to disclose to enable
users of the financial statements to evaluate #itera and financial effects of the business contliinaSFAS 141(R) is effective for fiscal
years beginning on or after December 15, 2008. Adingly, we applied SFAS 141(R) for acquisitionteefed subsequent to the date
adoption.

In December 2007, the FASB issued SFAS No. Nefhcontrolling Interests in Consolidated Financ&htements, an amendment of
ARB No. 51(“SFAS 160”). SFAS 160 requires that the ownershiprests in subsidiaries held by parties othen tha parent be clearly
identified, labeled and presented in the consaid&ialance sheets within equity, but separate frenparent’s equity. In addition, the amount
of consolidated net income attributable to the paaad to the noncontrolling interest must be dyedentified and presented on the face of the
consolidated statement of operations. SFAS 160ralgaires that changes in the parent’'s ownershgrest be accounted for as equity
transactions if a subsidiary is deconsolidatedtaatiany retained noncontrolling equity investmesimeasured at fair value. Furthermore,
SFAS 160 requires that sufficient disclosures lmvideed that clearly identify and distinguish betweke interests of the parent and
noncontrolling owners. The provisions of SFAS 160 effective for fiscal years, and interim periadthin those fiscal years, beginning on or
after December 15, 2008. The impact of the adomfd®FAS 160 was not significant to our consoliddieancial statements.

In March 2008, the FASB issued SFAS No. 1Bikclosures about Derivative Instruments and Hedghativities, an amendment of
FASB Statement No. 1(“SFAS 161"). SFAS 161 requires enhanced disclasal®ut a company’s derivative and hedging aawitT hese
enhanced disclosures will discuss (i) how and whgrapany uses derivative instruments, (ii) how\dgive instruments and related hedged
items are accounted for under FASB Statement N®, A& ounting for Derivative Instruments and Hedgirdiwties, and its related
interpretations and (iii) how derivative instrume&iand related hedged items affect a commafigancial position, results of operations anchc
flows. SFAS 161 is effective for fiscal years bedirg on or after November 15, 2008, with earlieottbn allowed. The impact of the adopt
of SFAS 161 was not significant to our consoliddiaencial statements.

In April 2008, the FASB issued FASB Staff PositidRSP”) No. 142-3Determination of the Useful Life of Intangible AtsgeFSP 142-
3"). FSP 142-3 amends the factors that should beidered in developing renewal or extension assiompused to determine the useful life of
a recognized intangible asset under FASB Stateideni142,Goodwill and Other Intangible AssetsSP 142-3 is effective for financial
statements issued for fiscal years, and interinogstwithin those fiscal years, beginning after &aber 15, 2008. The impact of the adoption
of FSP 142-3 was not significant to our consoliddteancial statements.
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In September 2008, the FASB issued FSP No. FAS11&3d FIN No. 45-4Disclosures about Credit Derivatives and Certain
Guarantees: An Amendment of FASB Statement NarkBBASB Interpretation No. 45; and Clarificatiohtbe Effective Date of FASB
Statement No. 161 This FSP applies to credit derivatives within thepe of Statement 133, hybrid instruments that leswbedded credit
derivatives, and guarantees within the scope efpmetation 45. This FSP is effective for reportoegiods (annual or interim) ending after
November 15, 2008. The impact of the adoption izf BSP was not significant to our consolidatedrfiial statement:

In November 2008, the FASB ratified Emerging Isstiask Force (“EITF”) Issue No. 08-6Equity Method Investment Accounting
Considerationg“EITF 08-6") . EITF 08-6 clarifies the accountifigr certain transactions and impairment considenatinvolving equity
method investments. EITF 08-6 is effective for disgears beginning after December 15, 2008, witlyealoption prohibited. We do not
currently have any investments that are accouredrfder the equity method. The impact of the adapaf this EITF was not significant to
our consolidated financial statements.

In November 2008, the FASB ratified Emerging Isstiask Force Issue No. 08-7Accounting for Defensive Intangible AssEETF
08-7"). EITF 08-7 clarifies the accounting for @t separately identifiable intangible assets wiaictacquirer does not intend to actively use
but intends to hold to prevent its competitors frolbtaining access to them. EITF @8equires an acquirer in a business combinati@ctoun
for a defensive intangible asset as a separat@fiadcounting which should be amortized to expeves the period the asset diminishes in
value. EITF 08-7 is effective for fiscal years bregng after December 15, 2008, with early adopporhibited. The impact of the adoption of
this EITF was not significant to our consolidatethficial statements.

In April 2009, the FASB issued three related FASBffSPositions: (i) FSP FAS No. 115-2 and FAS N&4-2,Recognition and
Presentation of Oth-Than-Temporary Impairmen{s=SP FAS 115-2 and FAS 124-2"); (ii) FSP FAS NO711 and Accounting Principles
Board Opinion (“APB”) No. 28-1Interim Disclosures about Fair Value of Financiastrumentg“FSP FAS 107-1 and APB 28-1"), and,; (iii)
FSP FAS No. 157-Determining the Fair Value When the Volume and LeWActivity for the Asset or Liability Have Si§inantly Decreased
and Identifying Transactions That Are Not OrddtlySP FAS 157-4")which are effective for interim and annual repagtperiods ending aft
June 15, 2009. FSP FAS 115-2 and FAS 124-2 amenatthter-than-temporary impairment guidance in GA#&Rdebt securities to modify the
requirement for recognizing other-than-temporarpamments, change the existing impairment modelraadify the presentation and
frequency of related disclosures. FSP FAS 107-1Adp 2841 require disclosures about fair value of finanoatruments for interim reportir
periods as well as in annual financial statemdf® FAS 157-4 provides additional guidance fomeating fair value in the current economic
environment and reemphasizes that the objectieefaifr value measurement remains an exit priceelfvere to conclude that there has been a
significant decrease in the volume and level ofvégtof the asset or liability in relation taormalmarket activities, quoted market values may
not be representative of fair value and we may lkemtgcthat a change in valuation technique or tleeaisnultiple valuation techniques may be
appropriate in accordance with SFAS No. 157. Sete Me- Investments and Note 5 — Fair Value Measents

In April 2009, the FASB issued FSP SFAS No. 141R«dcounting for Assets Acquired and Liabilities Assd in a Business
Combination That Arise from ContingencidsSP SFAS 141R-1 amends the guidance in SFAS i€labng to the initial recognition and
measurement, subsequent measurement and accoamtirtfisclosures of assets and liabilities arisiognfcontingencies in a business
combination. FSP SFAS 141R is effective for figgadrs beginning after December 15, 2008. We addpB&ISFAS 141R as of the beginning
of fiscal 2009. We will apply the requirements @FFFAS 141R-1 prospectively to any future acquisgi

In May 2009, the FASB issued SFAS No. 185bsequent Event'SFAS 165"), which establishes general standafdscoounting for
and disclosure of events that occur after the loalaheet date but before financial statementsaved or are available to be issued. The
provisions of SFAS 165 are effective for interindamnual reporting periods ending after June 16920he impact of the adoption of SFAS
165 was not significant to our consolidated finahstatements.

In June 2009, the FASB approved &SB Accounting Standards CodificatigfCodification”), which launched on July 1, 2009\
will be effective for financial statements for ifta or annual reporting periods ending after Sejmeni5, 2009. The Codification is not
expected to change GAAP, but will combine all adthtive standards into a comprehensive, topicaifyanized online database. After the
Cadification launch on July 1, 2009 only one lesEhuthoritative GAAP exists, other than guidarssued by the SEC. All other accounting
literature excluded from the Codification will bertsidered non-authoritative. We are currently eatihg the potential effect on the financial
statements.




3.  Business Acquisition

On February 20, 2009, we acquired the digital fgXbosiness of CallWave, Inc., a provider of Intéungfied communications
solutions. This acquisition is designed to be etbee and provides us additional customers in #xenfiarket. The consolidated statement of
operations and balance sheet as of June 30, 2086tsehe results of operations of this acquisitibotal consideration for this transaction was
$11.9 million in cash including, $0.1 million insasned liabilities consisting strictly of deferrex/enue. The operations of this acquired
business are individually immaterial to our finalgosition as of the date of the acquisition.

The following table summarizes the allocation &f #ggregate purchase price as follows (in thou3ands

Asset Valuation
Patents and Patent Licer $ 1,82¢
Customer Relationshig 1,952
Goodwill 7,85¢
Other Intangible Asse 307
Other Asset: 70
Deferred Revenue (10€)

Total $ 11,90¢

Patents and Patent License have weighted-averafd liges between twelve and seventeen years frentate of acquisition and no
residual. Customer relationships have weightedemesuseful lives of ten years from the date oliggition and no residual. Other intangible
assets have weighted-average useful lives betwezand three years from the date of acquisitionramdesidual value. Other assets have
weighted-average useful lives between zero andytaos and no residual value.

Goodwill represents the excess of the purchase pner the fair value of the net tangible and iditie intangible assets acquired and
represents intangible assets that do not qualifgéparate recognition. We expect to deduct 100gootiwill for income tax purposes over the
next 15 years. There was no research and develd@oeuired or written off in connection with thediness acquisition. Transaction costs
from this acquisition consist of $7,000 for thirdrfy valuation fees expensed in the six month pezinded June 30, 2009 to General and
Administrative expense.

4, Investments

We account for our investments in debt securitiegcicordance with SFAS No. 11&ccounting for Certain Investments in Debt and
Equity Securitie;, and FASB Staff Position Nos. FAS 115-1 and FA8-12The Meaning of Other-Than-Temporary Impairment ésd
Application to Certain Investmer(“FAS 115-1 and FAS 124-1") and FSP FAS 115-2 aA& B24-2. These investments are typically
comprised of readily marketable corporate debtstesiand auction rate debt and preferred seestitiVe determine the appropriate
classification of our investments at the time ajuisition and evaluate such determination at eatdéince sheet date. Held-to-maturity
securities are those investments which we havealtiiy and intent to hold until maturity and aecorded at amortized cost. Available-for-sale
securities are those investments we do not interbid to maturity and can be sold. Available-$afe securities are carried at fair
value. Trading securities are carried at fair galvith unrealized gains and losses included iestment income. All securities are accounted
for on a specific identification basis.

The following table summarizes our short and lomgrtinvestments designated as trading and avaifableale classified by the
contractual maturity date of the security (in themus):

June 30, December 31

2009 2008
Due within 1 yea $ 21 % 14
Due within more than 1 year but less than 5y — —
Due within more than 5 years but less than 10 y 77¢ —
Due 10 years or after 1,42¢ —
Total $ 2,22t $ 14

The following table summarizes our long-term investts designated as held-to-maturity classifiethkycontractual maturity date of
the security (in thousands):
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June 30, December 31

2009 2008
Due within 1 yea $ — $ —
Due within more than 1 year but less than 5y — —
Due within more than 5 years but less than 10 y — 4,66¢
Due 10 years or aft — 6,412
Total $ — $ 11,08:

The following table categorizes our investmentdglested as trading, available-for-sale and heldsadurity (in thousands):

June 30, December 31

2009 2008
Trading $ 21 % 14
Available-for-sale 2,207 —
Held-to-maturity — 11,08:
Total $ 222¢ $ 11,09t

The following table shows the gross unrealized gjaind losses and fair values for investments daré 30, 2009 and December 31,
2008 aggregated by major security type (in thousand

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
June 30, 200¢
Auction Rate and other Debt Securit $ 2,201 $ — 3 — $ 2,207
December 31, 200:
Auction Rate and other Debt Securit $ 11,08 $ — 3 9,22/ $ 1,851

At December 31, 2008, corporate and auction rdb¢ aled preferred securities were recorded as loefdaturity. The debt securities
have stated maturities through 2037. The prefesesdrities have no stated maturity dates. The @ucéte securities have interest rates that
reset periodically at established intervals of 89gor less. The corporate debt securities haived interest rate. Certain of these securities
are illiquid due to failed auctions or conversiofidwing failed auctions into other illiquid instments. As of June 30, 2009, we determined
that as a result of continued deterioration indieglitworthiness of the issuers of these securitwesintend to sell these securities. Accordir
we reclassified these securities to available-&be-s There have been no significant changes imtitairity dates and average interest rates for
our investment portfolio and debt obligations swujusst to June 30, 2009. At June 30, 2009, our teng-available-for-sale securities are
carried at fair value, with the unrealized gaind &sses reported as a component of stockholdgustye
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The table below shows the fair value of investméantseld-to-maturity and available-for-sale thavédeen in an unrealized loss
position for less than 12 months or longer as 0£J80, 2009 and December 31, 2008 (in thousands):

Less than 12 month: 12 months or longer Total
Gross Gross Gross
Fair unrealized Fair unrealized Fair unrealized
Value losses Value losses Value losses

June 30, 200¢

Debt securities availabl-for -

sale

Auction rate and other Debt

securities $ — $ — 3 2207 $ —  $ 2207 $ —

Total debt securities
available-for-sale $ — % — % 2,201 $ — % 2,207 $ —

December 31, 200:

Debt securities hel«-to-

maturity

Auction rate and other De

securities $ — $ — 3 1,857 $ 9,22¢  $ 1,857 $ 9,22¢

Total debt securities hel«-to-
maturity $ — $ — $ 1,851 $ 9,22¢ $ 1851 $ 9,22¢

Recognition and Measurement of Other-Than-Temporarympairment

We regularly review and evaluate each investmeattiias an unrealized loss, in accordance with PSP H5-1 and FSP FAS 115-2.
An unrealized loss exists when the current faingalf an individual security is less than its aized cost basis. Unrealized losses that are
determined to be temporary in nature are recongetdof tax, in accumulated other comprehensivenmeéor available-foisale securities, whi
such losses related to held-to-maturity securéiesnot recorded, as these investments are catribeir amortized cost.

Regardless of the classification of the securdesvailable-for-sale or held-to-maturity, we hassessed each position for impairment.

Factors considered in determining whether a logsnigorary include:
« the length of time and the extent to which faimeahas been below co
« the severity of the impairmer
« the cause of the impairment and the financial drdand neeterm prospects of the issu
« activity in the market of the issuer which may irate adverse credit conditions; &
« our ability and intent to hold the investment fgpexiod of time sufficient to allow for any antieifgd recovery

Our review for impairment generally entails:

« identification and evaluation of investments thavé indications of possible impairme

« analysis of individual investments that have failues less than amortized cost, including consiteraf the length of time th
investment has been in an unrealized loss positiahthe expected recovery peri

« discussion of evidential matter, including an ea#ibn of factors or triggers that could cause iitiial investments to qualify
having othe-thar-temporary impairment and those that would not stppbe-thar-temporary impairment; ar

« documentation of the results of these analysesqsred under business policies.

« information provided by third party valuation exyser

For these securities, a critical component of treuation for other-than-temporary impairmentshis identification of credit
impairment, where management does not expect tvieecash flows sufficient to recover the entireoaimed cost basis of the security.

For these securities, credit impairment is assessied) a combination of a discounted cash flow rhtit estimates the cash flows on
the underlying securities and a market comparahlethod where the security is valued based upogations from the secondary market of
what discounts buyers demand when purchasing siauiietion rate securities. The cash flow modelipocates actual cash flows on the
auction rate securities through the current peagiod then projects the remaining cash flows usifeyamt interest rate curves over the
remaining term. These cash flows are discountedyusnumber of assumptions, some of which inclugailing implied credit risk
premiums, incremental credit spreads, and illigyidsk premium among others.
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Securities that have been identified as other-teamporarily impaired are written down to their @nt fair value. For debt securities 1
are intended to be sold, or that management baligve more-likely-thamot will be required to be sold prior to recovettye full impairment i
recognized immediately in earnings.

For available-for-sale and held-to-maturity sedesithat management has no intent to sell andveslithat it is more-likely-than not that
it will not be required to sell prior to recovennly the credit loss component of the impairmenmeiognized in earnings, while the rest of the
fair value impairment is recognized in other conmgresive income. The credit loss component recognizearnings is identified as the
amount of principal cash flows not expected todieived over the remaining term of the security.

As of June 30, 2009, we intend to sell our corpoeatd auction rate debt and preferred securitiés.arrived at this conclusion based on
the significant erosion in the credit worthinesghaf issuers. Accordingly, we determined thatelsecurities were other-than-temporarily
impaired resulting in an impairment loss recogniiredarnings of $9.2 million for the three and sirnth period ended June 30, 2009.

5. Fair Value Measurements

On January 1, 2008, we adopted SFAS No. Eait,Value MeasurementsSFAS 157”),which defines fair value, provides a framew
for measuring fair value and expands the disclastequired for fair value measurements. The adomfSFAS 157 and related positions did
not have a material impact on our consolidatednfiied statements.

SFAS 157 clarifies that fair value is an exit pricgpresenting the amount that would be receivestlican asset or paid to transfer a
liability in an orderly transaction between marfatticipants. As such, fair value is a market-basedsurement that is determined based on
assumptions that market participants would useiging an asset or a liability. As a basis for ddesing such assumptions, SFAS 157
establishes a three-tier value hierarchy, whicbrjiizes the inputs used in the valuation methodi@® in measuring fair value:

" Level 1- Observable inputs that reflect quoted prices (wnstdfl) for identical assets or liabilities in aetimarkets
] Level 2— Include other inputs that are directly or indirgaibservable in the marketplar
= Level 3— Unobservable inputs which are supported by little@ market activity

The fair value hierarchy also requires an entitgnximize the use of observable inputs and minirtiizeuse of unobservable inputs
when measuring fair value.

In accordance with SFAS 157, we measure our casivagnts and marketable securities at fair valugr. cash equivalents and
marketable securities are primarily classified withevel 1 with the exception of our investmentsirction rate securities, which are classified
within Level 3. The valuation technique used uriderel 3 consists of a discounted cash flow analgich included numerous assumptions,
some of which include prevailing implied creditkrisremiums, incremental credit spreads, illiquidisk premium, among others and a market
comparables model where the security is valueddoagen indicators from the secondary market of vaistounts buyers demand when
purchasing similar auction rate securities. Theas wo change in the technique during the pericash@quivalents and marketable securities
are valued primarily using quoted market pricebzinig market observable inputs. Our investmentauntion rate securities are classified
within Level 3 because there are no active maricetthe auction rate securities and therefore veeuaable to obtain independent valuations
from market sources. Some of the inputs to thé 8as/ model are unobservable in the market. Thal @mount of assets measured using
Level 3 valuation methodologies represented apprately 1% of total assets as of June 30, 2009.
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The following table provides a summary of changefair value of our Level 3 financial assets agudfie 30, 2009 (in thousands):

Level 3 Financial Assets

Three Months Six Months
Ended June Ended June

30, 2009 30, 2009
Beginning Balanc $ 11,00¢ $ 11,00(
Total gains (losses- realized/unrealize
Included in earning (9,00%) (9,00%)
Purchases, issuances and settlernr — —
Transfers in and/or out of Level 3 — —
Balance, June 30, 2009 $ 1,998 $ 1,99¢
Total losses for the period included in earnindatirey to asset
still held at June 30, 2009 $ (9,008 $ (9,00%)

6.  Goodwill and Intangible Assets

Goodwill represents the excess of the purchase pner the fair value of the net tangible and idiefle intangible assets acquired in a
business combination. Intangible assets resultimg the acquisitions of entities accounted for gghre purchase method of accounting are
recorded at the estimated fair value of the assmigired. Identifiable intangible assets are cosagtriof purchased customer relationships,
trademarks and trade names, developed technolagéeether intangible assets. The fair values cfahidentified intangible assets are based
upon expected future cash flows or income, whi&ke iato consideration certain assumptions suctua®mer turnover, tradenames and patent
lives. These determinations are primarily basechupa historical experience and expected benetiti@fintangible asset. If it is determined
that such assumptions are not accurate, then shting change will impact the fair value of théaingible asset. Identifiable intangible assets
are amortized using the straight-line method ogéinmted useful lives ranging from two to 20 years.

The changes in carrying amounts of goodwill aneépthtangible assets for the six months ended 30n2009 are as follows (in
thousands):

Balance as o Foreign

January 1, Exchange Balance as o

2009 Additions Deductions Amortization Translation June 30, 2009

Goodwill $ 72,781 % 781t $ — $ — 3 55C $ 81,15!
Intangible assets with indefin

lives 2,681 53¢ (6) — — 3,21z

Intangible assets subject to
amortization 34,11( 6,07( (1,019 (3,967) 11€ 35,31«
$ 109,57 $ 14,42 $ (1,025 $ (3,969 $ 66€ $ 119,67

Intangible assets with indefinite lives relate ity to certain trade names and trademarks. Akioé 30, 2009, intangible assets sul
to amortization relate primarily to the followinip thousands):

Weighted-Average

Amortization Historical Accumulated
Period Cost Amortization Net
Patents 8.2 years $ 26,53t $ 10,64( $ 15,89¢
Technology 5.0 years 3,011 1,26¢ 1,742
Customer relationshiy 9.2 years 14,87¢ 5,07( 9,80¢
Trade nam 9.5 years 9,861 1,99( 7,871
Total $ 54,28! $ 18,96¢ $ 35,31«

In June 2009, j2 Global sold certain non-core lattlal property to a third party for approximat&ly.5 million (net of selling and earn-
out costs of approximately $0.5 million). Accordliy, the net proceeds in excess of net book valdleeopatent assets sold were recorded as
other revenue in the amount of approximately $0Gllfam within the condensed consolidated statentdriperations for the three and six mc
period ended June 30, 2009. As part of this tretimg we also obtained a fully paid up, perpeticginse for use of the related patents through
their remaining life.
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Amortization expense, included in general and a@strative expense, during the three-month perioded June 30, 2009 and 2008
approximated $2.0 million and $1.4 million, respesly. Amortization expense, included in generad administrative expense, during the six-
month periods ended June 30, 2009 and 2008 appatedh$4.0 million and $2.7 million, respectivelikmortization expense is estimated to
approximate $7.4 million, $6.0 million, $4.0 miliip$3.5 million and $3.3 million for fiscal year68@ through 2013, respectively, and $15.0
million thereafter through the duration of the atimation period.

7. Commitments and Contingencies
Litigation

We are involved with various legal matters aridirggn the ordinary course of business. Althoughuhienate resolution of these various
matters cannot be determined at this time, we ddelieve that such matters, individually or in Hggregate, will have a material adverse
effect on our future consolidated results of operet, cash flows or financial condition. For adalital information on litigation matters, see |
I, Item 1.Legal Proceedings

Credit Agreement

On January 5, 2009, we entered into a Credit Ageseifthe “Credit Agreement”) with Union Bank, N.&Lender”) in order to further
enhance our liquidity in the event of potential @isiions. The Credit Agreement provides for a $2%illion revolving line of credit with a
$2.5 million letter of credit sublimit. The faciitis unsecured (except to the limited extent desctibelow) and was undrawn at closing.
Revolving loans may be borrowed, repaid and redveed until January 5, 2011, on which date all @nging principal of, together with
accrued interest on, any revolving loans will be.dve may prepay the loans and terminate the camenifs at any time, with generally no
premium or penalty.

Loans will bear interest at the election of j2 Glbat either:

. LIBOR plus a margin equal to 1.50% for interestiges of 1, 2, 3 or 6 months (tIFixed Interest Ra”); or
. the“Base Rat’, defined as the highest of (i) the reference rag&ffiect on such date, (ii) the federal funds rateffect on such da
plus a margin equal to 0.05% and (iii) the 1 mdrBOR rate.

We are also obligated to pay closing fees, letteredit fees and commitment fees customary faredit facility of this size and type.

Interest on the loans is payable quarterly orcdfraing at a Fixed Interest Rate, on the last ddhevapplicable LIBOR interest rate
period, or for LIBOR interest rate periods longsart 3 months, at the end of each 3-month peridlerapplicable LIBOR interest rate period.

Pursuant to the Credit Agreement, Phone PeopleittgddCorporation, a wholly-owned U.S. subsidiary6lobal, entered into a
Continuing Guaranty (the “Guaranty”) in favor ofrider, pursuant to which it guarantied all of théigdiions of j2 Global under the Credit
Agreement and is payable upon demand of the LeRadeure significant subsidiaries based in the Wi8.also be required to guaranty j2
Global’s obligations under the Credit Agreemertighificant subsidiary” is defined as subsidiatiest had net income for the fiscal quarter
then most recently ended in excess of ten perd®ib) of EBITDA (as defined in the Credit Agreemefat) such fiscal quarter or had assets in
excess of ten percent (10%) of the total assetiseof?2 Global and its subsidiaries on a consolidlai@sis as at the end of the fiscal quarter then
most recently ended. Also pursuant to the Credie@ment, we are entering into a Security Pledgedment whereby j2 Global grants to
Lender a security interest in 65% of the issuedkstd j2 Global Holdings Limited, a wholly owneddh subsidiary of j2 Global. We will also
be required to grant a security interest to Lema&5% of the issued stock of any future non-U &dd significant subsidiary.

The Credit Agreement contains customary affirmatisd negative covenants, including covenants imdtt dr restrict our ability to,
among other things, grant liens, dispose of asgetst indebtedness, guaranty obligations, mergmosolidate, acquire another company,
make loans or investments or repurchase stoclgdh ease subject to exceptions customary for atdeality of this size and type.

The Credit Agreement also contains financial comen¢hat establish minimum EBITDA, net worth arglid asset levels and limit the
amount of operating lease obligations that maydsemed.

The Credit Agreement includes customary eventsetdudt that include, among other things, paymefaules, inaccuracy of
representations and warranties, covenant defamétterial bankruptcy and insolvency events, judgsiand failure to comply with judgments,
tax defaults, change of control and cross defamtsach case subject to exceptions and/or thrdstuistomary for a credit facility of this size
and type. The occurrence of an event of defaulldcasult in the acceleration of our repaymentgstions under the Credit Agreement.
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8. Income Taxes

Our tax provision for interim periods is determinesing an estimate of our annual effective tax. fageh quarter we update our estin
of the annual effective tax rate, and if our estedaax rate changes we make a cumulative adjusti®en annual effective tax rate is normally
lower than the 35% U.S. federal statutory rate @pplicable apportioned state tax rates primarily thuanticipated earnings of our subsidiaries
outside of the U.S. in jurisdictions where our effee tax rate is lower than in the U.S. As of J80e 2009, our effective tax rate was
34.2%. We do not provide for U.S. income taxeshenundistributed earnings of our foreign operatisimce we intend to reinvest them in our
foreign jurisdictions.

We had approximately $12.0 million in net defertaxl assets as of June 30, 2009 related primarihet@perating loss carryforwards,
capital losses, and as a result of differencefamesbased compensation between our financiahséatts and our tax returns. Based on the
weight of available evidence, we assess whethgmitore likely than not that some portion or albodeferred tax asset will not be realized. If
necessary, we record a valuation allowance suffid¢ie reduce the deferred tax asset to the ambahid more likely that not to be
realized. The net deferred tax assets shoulédleed through future operating results and tersal of temporary differences.

During the second quarter of 2009, we incurredptabloss for book purposes due to the impairntérertain debt securities. This
impairment resulted in a deferred tax asset of #8llfon. Due to the fact that a capital loss canly be offset against capital gains for tax
purposes, it is more likely than not that someipaoror all of the asset will not be realized. We therefore recording a valuation allowance of
$2.9 for this asset in the period.

As of June 30, 2009 and December 31, 2008, we #2ad $nillion and $38.6 million, respectively, imliilities for uncertain income tax
positions. Accrued interest and penalties reladaghtecognized tax benefits are recognized in irctar expense on our consolidated
statement of operations.

Cash paid for income taxes was $13.3 million angl&nillion for the six months ended June 30, 2808 2008, respectively. Accrued
income tax liabilities were $42.0 million at Jun& 2009 and $38.6 million at December 31, 2008.

We are currently under audit by the Internal Reee8arvice for tax years 2004 through 2006 as veahe California Franchise Tax
Board for tax years 2005 through 2007. It is pdsdibat these audits may conclude in the next 18thsoand that the unrecognized tax ben
we have recorded in relation to these tax yearschapge compared to the liabilities recorded feséhperiods. However, it is not currently
possible to estimate the amount, if any, of suange.

9.  Stockholders’ Equity

Common Stock Repurchase Program

In February 2008, j2 Global's Board of Directorpegpred a common stock repurchase program authgrthim repurchase of up to five
million shares of our common stock through the ehBecember 2010. The Repurchase Program was ctedpe July 9, 2008; five million
shares at an aggregated cost of $108.0 milliodu@ieg commission fees of $0.1 million) were refhased. We have accounted for these
repurchases using the cost method. During the ttimenths ended March 31, 2008, we repurchased 3@834hares at an aggregated cost of
approximately $75.9 million (including commissiages of $70,700). During the three months ended 30n2008, we repurchased 1,001,227
shares at an aggregated cost of approximately $2illidn (including commission fees of $20,000)t June 30, 2009 and December 31, 2008,
8,680,568 common shares at an aggregate cost afBffillion were held as treasury stock.
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10. Stock Options and Employee Stock Purchase Plan

Our share-based compensation plans include oum8e®mended and Restated 1997 Stock Option Plary, 3ddck Plan and 2001
Employee Stock Purchase Plan. Each plan is desichidew.

The Second Amended and Restated 1997 Stock Opaon(fhe “1997 Plan”) terminated in 2007. A tot&ll@,000,000 shares of
common stock were authorized to be used for 198 plirposes. An additional 840,000 shares weredn#d for issuance upon exercise of
options granted outside the 1997 Plan. As of Ji&@09, 3,501,314 shares underlying options adg¥®® shares of restricted stock were
outstanding under the 1997 Plan, all of which cuargito be governed by the 1997 Plan.

The 2007 Stock Plan (the “2007 Plan”), providestfar granting of incentive stock options, nonquedifstock options, stock
appreciation rights, restricted stock, restrictintls units and other share-based awards. 4,506/0@@s of common stock are authorized to be
used for 2007 Plan purposes. Options under the PGY¥y may be granted at exercise prices deternfipede Board of Directors, provided that
the exercise prices shall not be less than therfaiket value of j2 Global’'s common stock on theed# grant for incentive stock options and
not less than 85% of the fair market value of jBlgal’s common stock on the date of grant for statutory stock options. As of June 30, 2(
1,193,413 shares underlying options and 780,83fesldd restricted stock were outstanding unde0@¥ Plan, all of which continue to be
governed by the 2007 Plan.

All stock option grants are approved by “outsidediors” within the meaning of Internal Revenue €&#ction 162(m).

Stock Options

The following table represents stock option agfivitr the six months ended June 30, 2009:

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Number of Exercise Term (in Intrinsic
Shares Price years) Value
Outstanding at January 1, 2C 4,322,931 $ 11.7:
Granted 808,76( 18.0¢
Exercisec (378,839 2.12
Cancelec (58,129 30.4:
Outstanding at June 30, 2009 4,694,72 13.3¢ 5t ¢ 47,853,88
Exercisable at June 30, 20 2,845,641 8.22 3.7 ¢ 422211,00
Vested and expected to vest at June 30, : 4,308,85 g 12.72 5.2 ¢ 46,544,44

For the six months ended June 30, 2009, we gr&@8¥60 options to purchase shares of common gtcuant to the 2007 Plan to
newly hired and existing members of managementsdstock options vest 20% per year and expire afsyfeom the date of grant.

The per share weighted-average grant-date faiegadfi stock options granted during the six montited June 30, 2009 and 2008 were
$9.89 and $14.27, respectively.

The aggregate intrinsic values of options exercihgihg the six months ended June 30, 2009 and 2@08 $7.9 million and $1.3
million, respectively.

As of June 30, 2009 and December 31, 2008, unréoedjstock compensation related to non-vested dtesed compensation awards
granted under the 1997 Plan and the 2007 Plan sippated $39.8 million and $24.7 million, respechiwvéJnrecognized stock compensation
expense related to non-vested share-based comipenaairds granted under these plans is expectee tecognized ratably over a weighted-
average period of 3.35 years (i.e., the remainggiisite service period).
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Fair Value Disclosure

We use the Black-Scholes option pricing model foudate the fair-value of each option grant. Thpested volatility for the six months
ended June 30, 2009 is based on historical vajatifiour common stock. We elected to use the sfiaglmethod for estimating the expected
term as allowed by Staff Accounting Bulletin (“SABNo. 110. Under the simplified method, the expedtgm is equal to the midpoint
between the vesting period and the contractual térihe stock option. The risk-free interest ratdased on U.S. Treasury zero-coupon issues
with a term equal to the expected term of the opéssumed at the date of grant. Forfeitures ama&tstd at the date of grant based on histc
experience.

The weighted-average fair values of stock optiaasmtgd have been estimated utilizing the followasgumptions:

Six Months Ended June

30,
2009 2008
Risk-free interest rat 2.3"% 3.2%
Expected term (in year 6.5 6.5
Dividend yield 0% 0%
Expected volatility 54% 64%
Weightec-average volatility 55% 64%

Restricted Stoc

We have awarded restricted shares of common stookrtboard of directors and senior staff purst@mhe 1997 Plan and the 2007
Plan. Compensation expense resulting from restristeck grants is measured at fair value on the ofagrant and is recognized as share-basec
compensation expense over a five-year vesting geblaring the six months ended June 30, 2009, wetgd 730,603 shares of restricted
stock. We recognized $1,019,774 and $1,659,172lafed compensation expense in the three and sith&iended June 30, 2009 related to
restricted stock awards. As of June 30, 2009, we liarecognized share-based compensation cospofamately $16.8 million associated
with these awards. This cost is expected to begriized over a weighted-average period of 3.96 years

Restricted stock activity for the six months endade 30, 2009 is set forth below:

Weighted-Average

Grant-Date

Shares Fair Value
Nonvested at January 1, 20 319,49: $ 23.7¢
Granted 730,60: 17.2¢
Vested (15,41¢ 22.4¢
Cancelec (2,400 17.1¢
Nonvested at June 30, 20 1,032,28. $ 19.11
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ShareBased Compensation Expense

The following table represents share-based compiensaxpense included in cost of revenues and tipgraxpenses in the
accompanying condensed consolidated statemenfseadtions for the three and six months ended Jan2(9 and 2008 (in thousands):

Three Months Ended June

30, Six Months Ended June 30
2009 2008 2009 2008

Cost of revenue $ 331 $ 212 % 612 $ 387
Operating expense

Sales and marketir 484 32¢ 861 66€

Research, development and enginee 221 191 417 40E

General and administrative 1,87( 1,24: 3,311 2,545

$ 2906 $ 197 $ 5201 $ 4,001

Employee Stock Purchase P!

Our 2001 Employee Stock Purchase Plan (the “Puech&m”), provides for the issuance of a maximurtwaf million shares of
common stock. Under the Purchase Plan, eligibled@meps can have up to 15% of their earnings withhab to certain maximums, to be used
to purchase shares of j2 Global's common stoclkedam plandefined dates. The price of the common stock pwethainder the Purchase P
for the offering periods is equal to 95% of the faarket value of the common stock at the end efotfiering period. For the six months ended
June 30, 2009 and 2008, 2,981 and 5,435 sharespuszieased under the plan, respectively. Cashwedeipon the issuance of common stock
under the Purchase Plan was approximately $61,006412,000 for the six months ended June 30, 2602008, respectively. As of June
30, 2009, 1,664,354 shares were available unde?uhehase Plan for future issuance.

11. Earnings Per Share

Basic earnings per share is computed on the bésire aveightedaverage number of common shares outstanding. Diledenings pt
share is computed on the basis of the weighiestage number of common shares outstanding ptuglithtive effect of outstanding stc
options and restricted stock or other common seapkivalents using the “treasury stockéthod. The components of basic and diluted eas
per share are as follows (in thousands, excepesirad per share data):

Three Months Ended June 30 Six Months Ended June 30

2009 2008 2009 2008
Numerator for basic and diluted net earnings perroon share
Net earning: $ 11,137 $ 16,73( $ 29,78¢ $ 33,52«
Denominator
Weightec-average outstanding shares of common s 43,762,33 44,142,74 43,695,07 45,700,93
Dilutive effect of:
Employee stock optior 1,083,491 1,484,75! 1,028,251 1,303,77.
Restricted stoc 198,18:. 61,36: 82,92¢ 21,40(
Common stock and common stock equivalents 45,044,00 45,688,86 44,806,26 47,026,10
Net earnings per shat
Basic $ 028 $ 0.3t $ 0.6¢ $ 0.7%
Diluted $ 028 $ 037 $ 0.6 $ 0.71
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For the six month period ended June 30, 2009 af8,2bere were 997,428 and 741,098 options outstgnespectively, which were
excluded from the computation of diluted earnings ghare because the exercise prices were grbatethte average market price of the
common shares.

12. Comprehensive Income

The components of comprehensive income were neingarand accumulated other comprehensive incomap@hensive income for
the three and six months ended June 30, 2009 &&iig@s follows (in thousands):

Three Months Ended June

30, Six Months Ended June 30
2009 2008 2009 2008

Net earning: $ 11,137 $ 16,73C $ 29,78¢ $ 33,52«
Other comprehensive income, before 1

Foreign currency translation adjustm 2,44: 62 1,55¢ 1,621

Reclass from He-to-Maturity to Available for Sali 30¢€ — 30¢€ —

Amortization of Held-to-Maturity securities loss 7 7 13 14
Other comprehensive income, before 2,75¢€ 69 1,87¢ 1,63¢

Income tax expense related to items of o

comprehensive incon (94%) (21) (641) (504)
Other comprehensive income, net of 1,81: 48 1,23: 1,131
Comprehensive income $ 12,95( $ 16,77¢ $ 31,02: $ 34,65¢

13. Geographic Information

We maintain operations in the U.S., Canada, IrelrelUnited Kingdom and other international tenig¢s. Geographic information
about the U.S. and international territories fa thporting periods is presented below. Such inddion attributes revenues based on the
location of a customer’s Direct Inward Dial (“DIDflumber for services using such a number or a mests residence for other services (in
thousands):

Three Months Ended June

30, Six Months Ended June 30
2009 2008 2009 2008
Revenue:
United State: $ 53,447 $ 52,12. $ 105,07 $ 102,24
All other countries 9,017 8,55¢ 17,77¢ 17,08

$ 62,46 $ 60,677 $ 122,85! $ 119,32¢

December
June 30, 31,
2009 2008
Long-lived assets:
United State: $ 42,85, $ 43,16:
All other countries 9,01« 9,88t

$ 51,86 $ 53,04¢

14. Subsequent Event

On July 7, 2009, j2 Global sold certain intelledto@perty rights to a third party for net proce@d$1.8 million (net of $0.2 million in
selling costs).

In accordance with SFAS 16Subsequent Eventsnanagement has evaluated subsequent events hhdoggist 5, 2009 , which
represents the date that the financial statemeatts issued.
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Iltem 2. Managements Discussion and Analysis of Financial Condition ahResults of Operations

Forward-Looking Information

In addition to historical information, the foreggrManagement’s Discussion and Analysis of FinanCahdition and Results of
Operations contains forward-looking statements.sehf@rward-looking statements involve risks, uraiattes and assumptions. The actual
results may differ materially from those anticipdia these forward-looking statements as a reduthany factors, including but not limited to
those discussed below, the risk factors discuss@%it I, Item 1A - “Risk Factors” of this QuartgrReport on Form 10-Q and in Part |, Item
1A - “Risk Factors” in our Annual Report on Form -¥Ofor the year ended December 31, 2008 (together;Risk Factors”), and the factors
discussed in the section in this Quarterly ReparForm 10-Q entitled “Quantitative and Qualitatiasclosures About Market Risk”. Readers
are cautioned not to place undue reliance on tHesgard-looking statements, which reflect managettaapinions only as of the date hereof.
We undertake no obligation to revise or publiclieese the results of any revision to these forwianking statements. Readers should
carefully review the Risk Factors and the risk dastset forth in other documents we file from tbmé&me with the SEC.

Some factors that could cause actual results ferdifaterially from those anticipated in these farddooking statements include, but
not limited to, our ability to:

o} Sustain growth or profitability, particularly irglt of an uncertain U.S. or worldwide economy arelrelated impact o
customer acquisitions, cancelations and creditdetoit card payment decline

o} Continue to maintain, expand and retain our custdrase:

o] Compete with other similar providers with regargtae, service and functionalit

o] Cos-effectively procure and retain large quantitiesedéphone numbers in desired locations in the dritates and abroa
o] Achieve business and financial objectives in lighburdensome telecommunications or Internet regular highe-thar-

expected tax rates or exposure to additional incamdiabilities;

o] Successfully manage our cost structure, includimgnbt limited to our telecommunicati- and personn-related expense
o] Successfully adapt to technological changes imtegssaging, communications and document managenuirdtiies

o} Successfully protect our intellectual property avdid infringing upon the proprietary rights of etk;

o] Adequately manage growth in terms of managerialapetational resource

o] Maintain and upgrade our systems and infrastrudtudeliver acceptable levels of service qualitg aacurity of custome

data and message

o] Not incur unanticipated tax liabilities and accehatestimate the assumptions underlying our effectiorldwide tax rate
o} Introduce new services and achieve acceptablesl@febturn-on-investment for those new servici

and
o} Recruit and retain key personn

In addition, our financial results could be matityianpacted by risks associated with new accounpronouncements and by currency
fluctuations.
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Overview

j2 Global Communications, Inc. (“j2 Global”, “ourus” or “we”) is a Delaware corporation foundedlf95. By leveraging the power
of the Internet, we provide outsourced, vahaeled messaging and communications services taididils and businesses throughout the wi
We offer fax, voicemail, email and call handling\dees and bundled suites of certain of these sesviWe market our services principally
under the brand names eFax®, eFax Corporate®, Qftelay/oice® and Electric Mail®.

We deliver many of our services through our gldbldphony/Internet Protocol (“IP”) network, whichans more than 3,300 cities in 46
countries across six continents. We have creaisahétwork, and continuously seek to expand ibualgh negotiating with U.S. and foreign
telecommunications and co-location providers ftegbone numbers (also referred to as Direct Inviiadl numbers or “DIDs”), Internet
bandwidth and co-location space for our equipméfe.maintain and seek to grow an inventory of tebeghnumbers to be assigned to new
customers. Most of these numbers are “local” (gegd to toll-free), which enables us to providemgaying subscribers telephone numbers
with a geographic identity. In addition to growiagr business internally, we have used small adiprisi to grow our customer base, enhance
our technology and acquire skilled personnel.

Our core services include fax, voicemail, email aalil handling, as well as bundled suites of certdithese services. These are busi
services that make our customers more efficientemmobile, more cost-effective and more secure tratitional alternatives. We generate
substantially all of our revenue from subscribéeg pay activation, subscription and usage feevadton and subscription fees are referred to
as “fixed” revenues, while usage fees are refetweas “variable” revenues. We also generate revefroen patent licensing and sales,
advertising and revenue share from our customees'ofi premium rate telephone numbers. Of the 11lllbmtelephone numbers deployed as
of June 30, 2009, approximately 1.3 million werevs®y paying subscribers, with the balance deplagefiee subscribers, including those with
premium rate telephone numbers. We operate ingpartable segment: value-added messaging and coitetions services, which provides
for the delivery of fax, voice and email messagas @@mmunications via the telephone and/or Intemeétorks.

We hold over 50 issued United States patents anteraus international counterparts to those patatsisting of thousands of clai
covering a range of inventions that incorporatedamental messaging and communications technolo@esr the past five years we have
engaged in a program of enforcing our patents ag#iird parties using this technology without permission. We have also sold non-core
patent assets for profit. Three of our core patbave been reaffirmed through reexamination piings with the United States Patent and
Trademark Office: (i) U.S. Patent No. 6,350,066arswetrieval of fax or voice messages directeahtintended recipient via an Internet
browser; (ii) U.S. Patent No. 6,208,638 coversgnaigsion of fax or voice messages to an intendegiest via electronic mail as an
attachment and (iii) U.S. Patent No. 6,597,688 cottansmission of a message received via thenetéo an intended recipient via facsimile
protocol. We currently have several cases invgltirese and other patents against several comparties United States District Court for the
Central District of California. As a result of #ecore patents successfully existing reexamingtiooeedings, the stay that had been in place
in these pending cases was lifted during the seqoader of 2009. These cases are now proceedingfd and are in the discovery stage.
more information on this and other litigation inviolg j2 Global please see Part Il, ItemL&gal Proceedings

During the past three years, we have derived aautial portion of our revenues from our DID-basedvices, includingFax, Onebox
andeVoice. As a result, we believe that paying DIDs andrtheenues associated therewith are an importantarietrunderstanding our
business. It has been and continues to be ourtolgeo increase the number of paying DIDs throaghariety of distribution channels and
marketing arrangements and by enhancing our braagdemess. In addition, we seek to increase revehuoesgh a combination of stimulating
use by our customers of usage-based servicesdudireg new services and instituting appropriategmcreases to our fixed monthly
subscription and other fees.

For the past three years, 90% or more of our tetanues have been produced by our DID-based ssnidD-based revenues have
increased to $229.0 million from $167.9 million the three-year period ended December 31, 2008piitrary reason for this increase was a
67% increase in the number of paid DIDs over teisqu. We expect that DID-based revenues will cargito be a dominant driver of total
revenues.
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The following table sets forth our key operatingtries for the three and six months ended June @09 2and 2008 (in thousands, except
for percentages and average revenue per payirghtaie number):

June 30,
2009 2008
Free service telephone numb 10,13¢ 10,23¢
Paying telephone numbers 1,27¢ 1,168
Total active telephone numbers 11,40¢ 11,39°

Three Months Ended June 30 Six Months Ended June 30

2009 2008 2009 2008

Subscriber revenue

Fixed $ 49,72¢ % 46,59: $ 98,52t % 90,85:

Variable 11,32 12,94« 22,16¢ 25,90(
Total subscriber revenues $ 61,04¢ % 59,537 $ 120,68¢ $ 116,75.
Percentage of total subscriber reven:

Fixed 81.5% 78.2% 81.€% 77.%

Variable 18.5% 21.7% 18.4% 22.2%
Revenues

DID-basec $ 58,90 $ 57,55 $ 116,35! $ 112,85

Non-DID-based 3,56( 3,12¢ 6,502 6,47:
Total revenue $ 62,46 $ 60,677 $ 122,85¢ $ 119,32!
Average monthly revenue per payi

telephone numbe® $ 149¢ $ 16.2¢ $ 15.0: $ 16.1¢

(1)See calculation of average monthly revenue pemggatglephone number at the end of Item 2. Manageh®e Discussion and Analysis of
Financial Condition and Results of Operatic

Critical Accounting Policies and Estimates

In the ordinary course of business, we have maderer of estimates and assumptions relating toegherting of results of operations
and financial condition in the preparation of omahcial statements. Actual results could diffgn#ficantly from those estimates under
different assumptions and conditions. Our critmedtounting policies are described in our 2008 AhRegoort on Form 106 filed with the SEC
on February 25, 2009 as amended on March 5, 200@ndthe six months ended June 30, 2009, there mesignificant changes in our
critical accounting policies and estimates.
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Results of Operations for the Three and Six Month&nded June 30, 2009
Revenues

Subscriber RevenueSubscriber revenues consist of both a fixed morghlgnnual recurring subscription component andréatle
component which is driven by the actual usage ofsewice offerings. Over the past three calendarythe fixed portion of our subscriber
revenues has contributed an increasing percentagsér ttotal subscriber revenues. Subscriber revewaee $61.0 million and $59.5 million 1
the three months ended June 30, 2009 and 200&atésgly. Subscriber revenues were $120.7 miliad $116.8 million for the six months
ended June 30, 2009 and 2008, respectively. Thigase in subscriber revenues was due to an ircieasir paying subscriber base. The
increase in our base of paying subscribers prigneggulted from new subscribers coming directlptio Websites, free-to-paid subscriber
upgrades, small to mid-sized corporate and ens&@ales, direct large enterprise and governméag, shirect marketing costs for acquisition
of paying subscribers and international sales arsinless acquisitions, in each case net of cancelat

Other RevenuesOther revenues were $1.4 million and $1.1 milionthe three months ended June 30, 2009 and 2008,
respectively. For the six months ended June 309 20id 2008, other revenues were $2.2 million &nhé fillion, respectively. Other revenues
consist primarily of patent sales and licensingeraxes and advertising revenues generated by detivemail messages to our customers on
behalf of advertisers. The increase in other regemasulted primarily from the sale of non-coreliettual property during the period.

Cost of Revenues

Cost of revenues is primarily comprised of costoamted with data and voice transmission, telephmmmbers, sales and other non-
income based taxes, network operations, custonngicegon-line processing fees and equipment dégtien. Cost of revenues was $11.6
million, or 19% of total revenues, and $11.7 milli@r 19% of total revenues, for the three monttded June 30, 2009 and 2008, respectively.
For the six months ended June 30, 2009 and 2088p€oevenues was $23.0 million, or 19% of totalenues, and $23.4 million, or 20% of
total revenues, respectively. The decrease inafastvenues was primarily due to increased efficyeof network operations and sales taxes in
connection with the relocation of certain netwogemmations to a more favorable taxing locality. Ti@duction was partially offset by increased
phone expense.

Operating Expenses

Sales and MarketingOur sales and marketing costs consist primafilpternet-based advertising, sales and marketarggnnel costs
and other business development-related expensesntetnet-based advertising relationships conmsistarily of fixed cost and performance-
based (cost-per-impression, cost-per-click and-pestacquisition) advertising relationships witharay of online service providers. We have
a disciplined return-on-investment approach toloternet-based advertising and marketing spend;iwtduses sales and marketing costs as a
percentage of total revenues to vary from periogeigod based upon available opportunities. Saldsaarketing expenses were $9.2 million,
or 15% of total revenues, and $10.6 million, or 1@Ptotal revenues, for the three months ended 30n2009 and 2008, respectively. For the
six months ended June 30, 2009 and 2008, salesarictting expenses were $18.1 million, or 15% tflteevenues, and $20.8 million, or
17% of total revenues, respectively. The decregasales and marketing expenses for the threeiamdanths ended June 30, 2009 was
primarily due to increased efficiency and synerdiiem the integration of acquisitions and more a&ctive marketing opportunities both in
the United States and around the world.

Research, Development and Engineeri@ur research, development and engineering costsist primarily of personnel-related
expenses. Research, development and engineeritggveae $2.9 million, or 5% of total revenues, &3d million, or 5% of total revenues,
the three months ended June 30, 2009 and 200&atesgy. For the six months ended June 30, 20092898, research, development and
engineering costs were $5.8 million, or 5% of to&alenues, and $6.2 million, or 5% of total revenjuespectively. The decrease in research,
development and engineering costs for the threesexthonths ended June 30, 2009 compared to the panod in the prior year was
primarily due to increased efficiency and synerdiem the integration of acquisitions.

General and AdministrativeOur general and administrative costs consist gmilsnof personnel-related expenses, depreciatich a
amortization, share-based compensation expensealdiaegxpense and insurance costs. General andiathative costs were $11.2 million, or
18% of total revenues, and $11.3 million, or 19%atél revenues, for the three months ended Jun2@®® and 2008, respectively. For the six
months ended June 30, 2008 and 2007, general amdiattative costs were $21.9 million, or 18% dfdaevenues, and $22.4 million, or 19%
of total revenues, respectively. The decrease coedpa the same period in the prior year was piilsndue to reduced bad debt and legal
expenses offset by increased amortization duedoisitions and share based compensation.
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Share-Based Compensation

The following table represents share-based compiensaxpense included in cost of revenues and tipgraxpenses in the
accompanying condensed consolidated statemenfseadtions for the three and six months ended Jan2(9 and 2008 (in thousands):

Three Months Ended June 30 Six Months Ended June 30

2009 2008 2009 2008
Cost of revenue $ 331 % 21z % 61z $ 387
Operating expense
Sales and marketir 484 32¢ 861 66€
Research, development and enginee 221 191 417 40k
General and administrative 1,87(C 1,248 3,311 2,54
$ 2,90¢ $ 1,97/ $ 5201 $ 4,001

Non-Operating | ncome and Expenses

Interest and Other Income, ne®ur interest and other income, net is generatiedapily from interest earned on cash, cash eqaival
and short-term and long-term investments. Inteardtother income, net, was $0.3 million and $0.#onifor the three months ended June 30,
2009 and 2008, respectively, and $0.5 million ah® $nillion for the six months ended June 30, 2808 2008, respectively. The decrease in
interest and other income, net, was primarily @utalling interest rates.

Other-than-temporary impairment losse#&n other-than-temporary impairment occurred inroection with our securities for the three
and six month period ended June 30, 2009. Asudtyege recorded an impairment of $9.2 million viitithe condensed consolidated statement
of operations.

Income Taxes

Our effective tax rate is based on pre-tax incostegutory tax rates, tax regulations (includingstheoelated to transfer pricing) and
different tax rates in the various jurisdictionsathich we operate. The tax bases of our assettiabilities reflect our best estimate of the tax
benefits and costs we expect to realize. When sacgswe establish valuation allowances to redueeleferred tax assets to an amount that
will more likely than not be realized. Income taspense amounted to approximately $7.5 million an® $nillion for the three months ended
June 30, 2009 and 2008, respectively. Incomesxpgrese for the six months ended June 30, 2009 @d@8l ®as $15.5 million and $14.9
million, respectively. Our effective tax rate wagpeoximately 40.4% compared to 32.1% and 34.2% eoathto 30.8% for the three and six
months ended June 30, 2009 and 2008, respectiVélg.increase is primarily due to the impairmendelft and preferred securities in the
amount of $9.2 million which is not deductible facome tax purposes in the current period. Exdgdhis non-recurring impairment, our
effective tax rate would have been 29.9% for tliegrand six months ended June 30, 2009.

Liquidity and Capital Resources
Cash and Cash Equivalents and I nvestments

At June 30, 2009, we had cash and investments®£.8Imillion compared to cash and investments 6fL3 million at December 31,
2008. The increase in cash and investments resuliexrily from cash provided by operations offegtcash used in connection with business
acquisitions. At June 30, 2009, cash and investsneotisisted of cash and cash equivalents of $18#li6n, short-term investments of
$21,000 and long-term investments of $2.2 milli@uor investments are comprised primarily of readilgrketable corporate debt securities,
auction rate debt and preferred securities andficates of deposits. For financial statement pnéstion, we classify our investments primarily
as held-to-maturity and, thus, they are reporteshast and long-term based upon their maturity sle@é@ortterm investments mature within ¢
year of the date of the financial statements angd-term investments mature one year or more frond#tie of the financial statements. We
retain a substantial portion of our cash in forgigisdictions for future reinvestment. If we wecerepatriate funds held overseas, we would
incur U.S. income tax on the repatriated amouanaapproximate blended federal and state rate%f 40
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Our long-term investments consist primarily of amgte and auction rate debt and preferred seaurifidéle auction rate debt and
preferred securities are illiquid due to failed s or following failed auctions were convertetbi other illiquid securities. During the secc
quarter of 2009, we determined that as a resudbofinued deterioration of the creditworthinesshef issuers of these securities that we intend
to sell these securities. Accordingly, we havéassified these securities to available-for-saleaddition, we determined that these securities
were other-than-temporarily impaired and recordedpairment of $9.2 million to the condensed cdidsbed statement of operations. Based
on our ability to access our cash and other skeont-investments, our expected operating cash flang,our other sources of cash, we do not
anticipate the lack of liquidity of these investrteeto affect our ability to operate our businesssisal. There have been no significant changes
in the maturity dates and average interest ratesubinvestment portfolio and debt obligations seduent to June 30, 2009.

We currently anticipate that our existing cash eash equivalents and short-term investment balaameésash generated from
operations will be sufficient to meet our anticigneeds for working capital and capital expendgpand investment requirements for at least
the next 12 months.

Cash Flows

Our primary sources of liquidity are cash flows gexted from operations, together with cash and egsivalents and short-term
investments. Net cash provided by operating a@ivitvas $51.5 million and $51.3 million for the sionths ended June 30, 2009 and 2008,
respectively. Our operating cash flows resultechprily from cash received from our subscribers. €ash and cash equivalents and short-term
investments were $192.6 million at June 30, 2009.

Net cash (used in) provided by investing activities approximately ($14.1) million and $27.8 miflifor the six months ended June
2009 and 2008, respectively. For the six monthedrdine 30, 2009, net cash used in investing detiwvas primarily attributable to business
acquisitions. For the six months ended June 308,20 cash used in investing activities was prilypattributable to the sales of available-for-
sale investments and net redemptions and saleslatdrmaturity investments.

Net cash provided by (used in) financing activitiess approximately $3.5 million and ($95.9) millifiox the six months ended June 30,
2009 and 2008, respectively. For the six monthgdrdine 30, 2009, net cash provided by financitigitees was primarily attributable to the
excess tax benefits from share-based compensdiionthe six months ended June 30, 2008, net csesthin financing activities was primarily
attributable to the repurchase of our common stpakijally offset by excess tax benefits on stoptian exercises.
Contractual Obligations and Commitments

The following table summarizes our contractual gdions and commitments as of June 30, 2009:

Payments Due ir
(in thousands)

Contractual Obligations 2009 2010 2011 2012 2013 Thereafter Total
Operating lease $ 894 $ 43z % 22¢ $ 214 $ 187 $ 69C $ 2,64
Telecom services and co-

location facilities 4,227 6,10:% 70¢ — — — 11,03t
$ 5117 $ 6,53t $ 93t $ 214 $ 187 $ 69C $ 13,67¢




The following table represents key drivers of ousibess and is provided as additional informatgretders of the consolidated
financial statements.

Calculation of Average Monthly Revenue per Paying &lephone Number:

Three Months Ended June 30 Six Months Ended June 30

2009 2008 2009 2008
(In thousands except average monthly revenue pengpéelephone
number)

DID-based revenue $ 58,90 $ 57,55: $ 116,350 $ 112,85
Less other revenues 1,71¢ 2,28( 3,24 4,70¢
Total paying telephone number reven $ 57,18¢ $ 55,27: $ 113,11 $ 108,14:
Average paying telephone number mont

revenue (total divided by number of mont $ 19,06 $ 18,42 $ 18,85 $ 18,02
Number of paying telephone numb:

Beginning of perioc 1,27¢ 1,09¢ 1,23¢ 1,06¢

End of perioc 1,27¢ 1,16: 1,274 1,162
Average of perioc 1,27¢ 1,131 1,25¢ 1,11:
Average monthly revenue per paying telephone nui®) $ 14.9¢ $ 16.2¢ $ 15.0:2 $ 16.1¢

(1) Due to rounding, individual numbers may not add.
Credit Agreement
On January 5, 2009, we entered into a Credit Ageseifthe “Credit Agreement”) with Union Bank, N.&Lender”) in order to further

enhance our liquidity in the event of potential @isgjions (see Note 7 - Commitments and Contingenfir further details).
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Item 3. Quantitative and Qualitative Disclosures Aout Market Risk

The following discussion of the market risks we feantains forward-looking statements. Forward-iogkstatements are subject to
risks and uncertainties. Actual results could diffeaterially from those discussed in the forwardKimg statements. Readers are cautioned not
to place undue reliance on these forward-lookiregeshents, which reflect management’s opinions aslgf the date hereof. j2 Global
undertakes no obligation to revise or publicly ede the results of any revision to these forwaakiog statements. Readers should carefully
review the risk factors described in this docunsntvell as in other documents we file from timene with the SEC, including the Quarterly
Reports on Form 1-Q and any Current Reports on Form 8-K filed ob®filed by us in 2009.

Interest Rate Risk

Our exposure to market risk for changes in inter@®ts relates primarily to our investment portfoliVe maintain an investment
portfolio of various holdings, types and maturiti€he primary objectives of our investment actestare to preserve our principal while at the
same time maximizing yields without significanthcreasing risk. To achieve these objectives, wetaia our portfolio of cash equivalents
and investments in a mix of instruments that mégh bredit quality standards, as specified in omestment policy. Our cash and cash
equivalents are not subject to significant interate risk due to the short maturities of thes&umsents. As of June 30, 2009, the carrying v
of our cash and cash equivalents approximated/&ire. Our return on these investments is subgeirttérest rate fluctuations.

Our short and long-term investments are comprisedapily of readily marketable corporate debt s#@s, auction rate debt, preferred
securities and certificates of deposits. Investsenfixed rate interest earning instruments cardegree of interest rate risk. Fixed rate
securities may have their fair market value advgiisepacted due to a rise in interest rates. Otergst income is sensitive to changes in the
general level of U.S. and foreign countries’ ingtnates. Due in part to these factors, our fuitiwvestment income may fall short of
expectations due to changes in interest rates.

As of June 30, 2009, we had investments in dehtrigss with effective maturities greater than grear of approximately $2.2 million.
Such investments had a weighted average yield mioapnately 2.76%. Based on our cash and cash algmis and short and long-term
investment holdings as of June 30, 2009, an imnedi@0 basis point decline in interest rates walgldrease our annual interest income by
approximately $1.9 million.

As of January 5, 2009, we entered into a line eflitragreement to be used for working capital askgal corporate purposes. If we
were to borrow from this line of credit agreememtwould be subject to the prevailing interest rated could be exposed to interest rate
fluctuations.

We cannot ensure that future interest rate movesneititnot have a material adverse effect on oturie business, prospects, financial
condition, operating results and cash flows. Tedae have not entered into interest rate hedgargsactions to control or minimize these
risks.

Foreign Currency Risk

We conduct business in certain foreign marketsnarily in Canada and the European Union. Our pryneaiposure to foreign currency
risk relates to investment in foreign subsidiathest transact business in a functional currenceratiian the U.S. Dollar, primarily the Canad
Dollar, Euro and British Pound Sterling. Howevée exposure is mitigated by our practice of geheralnvesting profits from international
operations in order to grow that business.

As we increase our operations in international re@rkve become increasingly exposed to changegiiermy exchange rates. The

economic impact of currency exchange rate movemismien linked to variability in real growth, lafion, interest rates, governmental acti
and other factors. These changes, if material dcoalise us to adjust our financing and operatiagesties.
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As currency exchange rates change, translationeoficome statements of the international busirsesse U.S. Dollars affects year-
over-year comparability of operating results. Hitally, we have not hedged translation risks bseatash flows from international operations
were generally reinvested locally; however, we rdayso in the future. Our objective in managing iigmeexchange risk is to minimize the
potential exposure to changes that exchange rdggg hmve on earnings, cash flows and financialtjpos

Foreign exchange gains and losses were not matealr earnings for the three and six months eddeé 30, 2009. For the three and
six months ended June 30, 2009, translation adgrasramounted to approximately $2.4 million and$tillion, respectively. As of June 30,
2009, cumulative translation adjustments inclugedther comprehensive income amounted to approgign&®.0 million.

We currently do not have derivative financial ingtents for hedging, speculative or trading purpesestherefore are not subject to

such hedging risk. However, we may in the futurgagre in hedging transactions to manage our expéstigctuations in foreign currency
exchange rates.
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Item 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and Proceslure

j2 Global's management, with the participation af principal executive officer and principal findalcofficer, performed an evaluation
of j2 Global’s disclosure controls and proceduasdefined in Rules 13a-15(e) and 15d-15(e) oSewurities Exchange Act of 1934
(“Exchange Act™) as of the end of the period c@kby this report. Our principal executive offieerd principal financial officer have
concluded that j2 Globad'disclosure controls and procedures were effettiemsure that information required to be disalosereports we fils
or submit under the Exchange Act is (1) recordedcgssed, summarized and reported within the tienegs specified in Securities and
Exchange Commission rules and forms, and (2) actatediand communicated to our management to aheiv timely decisions regarding
required disclosure.

(b) Changes in Internal Controls

There were no changes in our internal control dwancial reporting that occurred during the secqodrter ended June 30, 2009 that
have materially affected, or are reasonably likelynaterially affect, our internal control overdincial reporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

Overview of Patent Litigation and Proceedings Agaist Us

From time to time, we are involved in litigationchather disputes or regulatory inquiries that aifséihe ordinary course of our business.
Many of these actions involve or are filed in resgp®to patent actions filed by us against others.fumber and significance of these disputes
and inquiries has increased as our business hasiéeg and j2 Global has grown. Any claims or retgmjeactions against us, whether
meritorious or not, could be timsnsuming, result in costly litigation, requirersficant management time and result in diversiosighificant
operational resources.

As part of our continuing effort to prevent the utierized use of our intellectual property, we hanitated litigation against the
following companies, among others, for infringingr @atents relating to Internet fax and other mgisgatechnologies: Captaris, Inc. and its
parent company Open Text Corporation (“Captarisitegrated Global Concepts, Inc. (“IGC”), Venatigl (“Venali"), Protus IP Solutions, In
(“Protus”) and EasyLink Services International CqfjfzasyLink”). Three of the patents at issueame of these lawsuits recently have been
reaffirmed through reexamination proceedings with Wnited States Patent and Trademark Office.

Captaris, Venali, Protus and EasyLink have eael filounterclaims against us, including seekingadatdry judgments of non-
infringement, invalidity and unenforceability of opatents. Captaris also asserted a counterclafpoding to allege antitrust violations of
Section 1 & 2 of the Sherman Act and Section hefClayton Act and California’s Business and Prsifess Code §8 16720 and
17200. Captaris is seeking dismissal of our padtdringement claims, damages, including treble paditive damages, an injunction against
further violations, and attorneys’ fees and co#t8.of these cases are being litigated in the EehiStates District Court for the Central District
of California before the same judge, who has indidahat the cases will be handled in a coordinfsldion. Since our three core patents
successfully existed reexamination proceedingsstinethat had been in place in these pending eeasedifted during the second quarter of
2009, and discovery is underway.

In the July 2005, one of our affiliates filed a amgie case against Venali in the United Statesifti€ourt for the Central District of
California, asserting infringement of several otble®. patents. Venali filed various counterclairgaiast us and our affiliate on December 27,
2006, which included antitrust counterclaims basgoh our enforcement of our patentsrelated in sultisi part to the patent infringement
claims by us our affiliate against Venali. On Mdl, 2007, the court entered a claim constructiomiordgarding the disputed terms of the
patents-in-suit. On August 12, 2008, the court ggavVenali’s motion for summary judgment of nonFAinfement. On November 3, 2008,
the court granted our summary judgment motion onaliss remaining counterclaims, which alleged anst violations based on our
enforcement of our patents. We have appealed thénfongement rulings in the 2005 case to the BihiBtates Court of Appeals for the
Federal Circuit. The appeal is fully briefed butargument date has been scheduled. Venali didppal the dismissal of its counterclaims.

In January 2006, we filed a complaint in the Unidtes District Court for the Central District@dlifornia against Protus asserting
causes of action for violation of the Federal Thtagpe Consumer Protection Act, trespass to cha#tetbunfair business practices as a result of
Protus sending “junk faxes” to us and our custométs are seeking statutory and treble damagesneite fees, interest and costs, as well
permanent injunction against Protus continuingpit fax sending practices. In September 2007, uBrfited a counterclaim against us
asserting the same causes of action as thoseezbagginst it, as well as claims for false adviedistrade libel, tortious interference with
prospective economic advantage and defamationu®®seeking, among other things, general andaptomages, treble damages, punitive
damages, attorney®es, interest and costs, as well as a permanenciion against us sending any more junk faxeg. Jérties are engagec
discovery. Trial is currently set for March 2, 2010

On September 15, 2006, one of our affiliates fdguhtent infringement suit against Integrated Al@mncepts, Inc. (“IGC")GC in the
United States District Court for the Northern Digtiof Georgia. On October 11, 2007, IGC filed ctasolaims against us and several other
parties. On April 23, 2008, the court ordered I@Cdplead its counterclaims. IGC filed amended tenataims on May 13, 2008, alleging
violations of Section 2 of the Sherman Act and bheaf contract. IGC is seeking damages, includiable and punitive damages, an injunct
against further violations, divestiture of certagsets, attorneys’ fees and costs. On June 13, 2@08oved to dismiss the amended
counterclaims and on August 28, 2008, we movedaypthe action pending the appeal in the 2005 aga@st Venali, described above, that
involves the same patents and claims at issueeihGIE action. On February 18, 2009, the Court gghour motion to stay the case pending
conclusion of the Venali appeal.

On December 12, 2006, Venali filed suit againsnusie United States District Court for the SouthBistrict of Florida, alleging
infringement of U.S. Patent Number 7,114,004 (tt@04 Patent”). Venali is seeking damages in thewamh of lost profits or a reasonable
royalty, a permanent injunction against continugdngement, treble damages, attorneys’ fees, ésteand costs. On March 6, 2007, we filed
an answer to the complaint denying liability. OnyM&, 2007, we filed a request with the U.S. Pagefitademark Office for reexamination
the '004 Patent, which request was granted on2Jnyy2007. On August 20, 2007, the court grantechoation to stay the action pending the
reexamination.

On May 9, 2007, Bear Creek Technologies, Inc. (fBewreek”) filed suit against us in the United Ssabestrict Court for the Eastern

District of Texas, alleging infringement of U.S.t@a Number 6,985,494 (the “ ‘494 patent”). Beae€k is seeking damages in at least the
amount of a reasonable royalty, a permanent injpmetgainst continued infringement, treble damages,
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attorneys’ fees, interest and costs. On June 2%7,20e filed an answer to the complaint denyingility, asserting affirmative defenses and
asserting counterclaims of non-infringement andlicity. On September 21, 2007, Bear Creek filedéply to our counterclaims, denying
each one. On February 11, 2008 we filed a reqoese&xamination of the ‘494 patent with the Unigtdtes Patent and Trademark Office (the
“USPTO"). On February 28, 2008, the Court stayexidhse during the pendency of the reexaminatiocegatings. On April 18, 2008, the
USPTO granted the reexamination request. On Fepar2009, the USPTO finally rejected the reexadinlaims, and Bear Creek failed to
file a response within the prescribed timeframe.JOme 16, 2009, the USPTO issued a right to apghedtxaminer's rejection. The patent
owner filed a notice of appeal on July 16, 2009 appeal brief has not yet been filed.

We do not believe, based on current knowledge,ahgtof the foregoing legal proceedings or claismikiely to have a material adverse
effect on our consolidated financial position, tesof operations or cash flows. However, dependinghe amount and the timing, an
unfavorable resolution of some or all of these erattould materially affect our consolidated finahposition, results of operations or cash
flows in a particular period. In accordance withASF5, Accounting for Contingenciesve have not accrued for a loss contingency rejat
these legal proceedings because unfavorable ouscareenot considered by management to be probabdasonably estimable.

We hold over 50 issued United States patents anteraus international counterparts to those patefitey consist of thousands of
claims covering a range of inventions that incogp@fundamental messaging and communications témgies. Over the past five years we
have engaged in a program of enforcing our patgeamst third parties who use our technology wittoar permission. We have also sold
noncore patent assets for profit. Three of our patents recently have been reaffirmed throughaméxation proceedings with the United
States Patent and Trademark Office: (i) U.S. Patent5,350,066 covers retrieval of fax or voice sagges directed to an intended recipient via
an Internet browser; (ii) U.S. Patent No. 6,208,688ers transmission of fax or voice messages fatanded recipient via electronic mail as
an attachment and (iii) U.S. Patent No. 6,597 ,688rs transmission of a message received via teenket to an intended recipient via
facsimile protocol. We currently have several caseglving these and other patents against sewerapanies in the United States District
Court for the Central District of California. Agesult of these core patents successfully exit@xamination proceedings, the stay that had
been in place in these pending cases was lifteidgltite second quarter of 2009. These cases ar@rmmeeding forward and are in the
discovery stage. For more information on this attéplitigation involving j2 Global please see Parttem 1. Legal Proceedings.

Item 1A. Risk Factors

In addition to the other information set forth imstreport, before deciding to invest in j2 Globato maintain or increase your
investment, you should carefully consider the fextiscussed in Part |, Item 1A “Risk Factors” ir dnnual Report on Form 10-K for the
year ended December 31, 2008 (‘10-K Risk Factors”). If any of these risks occayr business, prospects, financial condition, djega
results and cash flows could be materially advgraffected. The 10-K Risk Factors are not the amlgs we face. Additional risks and
uncertainties not presently known to us or thatweently deem immaterial also may impair our bassoperations. There have been no
material changes from the 10-K Risk Factors.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds

€)) Unregistered Sales of Equity Securities
None.

(b) Issuer Purchases of Equity Securities
None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of SecurityHolders

We held our 2009 Annual Meeting of Stockholderdvay 7, 2009 in Los Angeles, California. The follawgimatters were submitted to
our shareholders for a vote at the Annual Meeting:

(1) To elect the following seven director nomin&eserve for the ensuing year and until their sgsors are elected and qualified. All
nominees were elected as directors with the folgwiote:

Nominee Votes For Withheld or Abstained
Douglas Y. Bech 40,471,915 514,900
Robert J. Cresci 38,775,800 2,211,015
W. Brian Kretzmer 40,473,350 513,465
Richard S. Ressler 38,616,388 2,370,427
John F. Rieley 39,061,861 1,924,954
Stephen Ross 40,798,703 188,112
Michael P. Schulhof 40,141,115 845,700

(2) A proposal to ratify the appointment of Singewak, LLP to serve as our independent auditargigoal 2009. This proposal was
approved with the following vote:

For 40,899,23
Against 68,54¢
Abstain 19,03(

Item 5. Other Information

None.

-33-




Item 6. Exhibits

31.1 Rule 13-14(a) Certification of Principal Executive Officparsuant to Section 302 of the Sarb~-Oxley Act of 2002
31.2 Rule 13i-14(a) Certification of Principal Financial Officparsuant to Section 302 of the Sarb-Oxley Act of 2002
32.1  Section 1350 Certification of Principal Executivi€er pursuant to Section 906 of the Sarbi-Oxley Act of 2002

32.2  Section 1350 Certification of Principal FinancidfiGer pursuant to Section 906 of the Sarbi-Oxley Act of 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 ber
by the undersigned thereunto duly authorized.

j2 Global Communications, Inc.

Date August 5, 2009 By: /s/ NEHEMIA ZUCKER
Nehemia Zucke
Chief Executive Officer
(Principal Executive Officer

Date August 5, 200 By: /s/ KATHLEEN M. GRIGGS
Kathleen M. Grigg:
Chief Financial Officer
(Principal Financial Officer
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31.2 Rule 13i-14(a) Certification of Principal Financial Officpursuant to Section 302 of the Sarb-Oxley Act of 2002
32.1  Section 1350 Certification of Principal ExecutivéiGer pursuant to Section 906 of the Sarbi-Oxley Act of 2002
32.2  Section 1350 Certification of Principal FinancidfiGer pursuant to Section 906 of the Sarbi-Oxley Act of 2002
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Nehemia Zucker, certify that:
1. | have reviewed this quarterly report on Forn-Q of j2 Global Communications, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, né¢adisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, andtf@ periods presented in this rep

4, The registran$’ other certifying officer and | are responsible é&stablishing and maintaining disclosure contantsl procedures (
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtifas defined in Exchange Act Rt
13e15(f) and 15-15(f)) for the registrant and hay

(@) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared

(b)  Designed such internal control over finanegdorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and pres@ntai report our conclusior
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; ant

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; a

5. The regqistrang’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @rawer financie
reporting, to the registrant’s auditors and theitaadmmittee of registrarg’ board of directors (or persons performing theiveden:
functions):

(@) All significant deficiencies and material weaknesgethe design or operation of internal contralerdinancial reporting whic

are reasonably likely to adversely affect the regid’s ability to record, process, summarize aqubrt financial information;
and

(b)  Any fraud, whether or not material, that inved management or other employees who have aisggmtifole in the registrant’s
internal control over financial reportin

/sI NEHEMIA ZUCKER

Nehemia Zucke
Chief Executive Officer
Dated: August 5, 200 (Principal Executive Officer



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Kathleen M. Griggs, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of j2 Global Communications, Inc

Based on my knowledge, this report does not cordaain untrue statement of a material fact or omistete a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amndtf@ periods presented in this rep

The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contesld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15+15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tlesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
others within those entities, particularly durithg fperiod in which this report is being prepal

(b) Designed such internal control over financégdorting, or caused such internal control oveatiitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and pres@ntai report our conclusior
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; ant

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; a

5. The registran$ other certifying officer and | have disclosedsdxhon our most recent evaluation of internal @miver financial reportini

to the registrar's auditors and the audit committee of regis’s board of directors (or persons performing thewedent functions)

(@  All significant deficiencies and material weakses in the design or operation of internal otsover financial reporting which
are reasonably likely to adversely affect the regid’s ability to record, process, summarize aqubrt financial information;
and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s
internal control over financial reportin

/sl KATHLEEN M. GRIGGS

Kathleen M. Griggs
Chief Financial Officer

Dated: August 5, 200 (Principal Financial Officer



Exhibit 32.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Nehemia Zucker, Chief Executive Officer of th@rpany, certify, pursuant to 18 U.S.C. § 1350, dspted pursuant to 8§06 of the
Sarbanes-Oxley Act of 2002, that:

1. The accompanying quarterly report on Forn-Q for the quarter ended June 30, 2009 “Repor”) fully complies with the requiremet
of Section 13(a) or 15(d), as applicable, of theuBides and Exchange Act of 1934, as amended

2. Theinformation contained in the Report fairly presemtsall material respects, the financial conditard results of operations of j2 Glo
Communications, Inc

/sl NEHEMIA ZUCKER

Nehemia Zucke
Chief Executive Officer
Dated: August 5, 200 (Principal Executive Officer

A signed original of this written statement reqditgy Section 906 of the Sarba-Oxley Act has been provided to j2 Global Commuivoat
Inc. and will be retained by j2 Global CommunicatgInc. and furnished to the Securities and Exgea@ommission or its staff upon requr



Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kathleen M. Griggs, Chief Financial Officer die¢ Company, certify, pursuant to 18 U.S.C. § 1380adopted pursuant to996 of th
Sarbanes-Oxley Act of 2002, that:

1. The accompanying quarterly report on FormQLfdr the quarter ended June 30, 2009 fully consphiéh the requirements of Section 1:
or 15(d), as applicable, of the Securities and Brgle Act of 1934, as amended;

2. The information contained in the Report fairly mrets, in all material respects, the financial ctadiand results of operations of j2 Glc
Communications, Inc

/sl KATHLEEN M. GRIGGS

Kathleen M. Griggs
Chief Financial Officer

Dated: August 5, 200 (Principal Financial Officer

A signed original of this written statement reqditgy Section 906 of the Sarba-Oxley Act has been provided to j2 Global Commuivoat
Inc. and will be retained by j2 Global CommunicatoInc. and furnished to the Securities and Exgea@@ommission or its staff upon requu



