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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

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

September 30 December 31
2009 2008
ASSETS
Cash and cash equivalel $ 188,35( $ 150,78(
Shor-term investment 31,16¢ 14
Accounts receivable, net of allowances of $3,031 $2896 respectivel 13,43t 14,08z
Prepaid expenses and other current a: 10,99¢ 6,68
Deferred income taxes 2,95¢ 2,95¢

Total current asse 246,90: 174,51¢
Long-term investment 2,95( 11,081
Property and equipment, r 15,80¢ 18,93¢
Goodwill 81,07( 72,78
Other purchased intangibles, | 37,351 36,791
Deferred income taxe 8,711 7,787
Other assets 262 142

Total assets $ 393,05¢ $ 322,04(

LIABILITIES AND STOCKHOLDERS EQUITY
Accounts payable and accrued expet $ 16,72: % 16,91t
Income taxes payab 1,40¢ 1,80C
Deferred revenu 11,93¢ 13,68(

Total current liabilities 30,061 32,39
Accrued income tax liabilit 44,41¢ 38,64:
Other lon¢-term liabilities 3,21( 1,022

Total liabilities 77,69¢ 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 &t(0September 30, 2009 and Decembe

2008; total issued 52,895,292 and 52,305,293 skr@sptember 30, 2009 and December 31,

2008, respectively, and total oustanding 44,214at1##143,624,725 shares at September 30,

2009 and December 31, 2008, respecti 52¢ 523
Additional paic-in capital 144,68¢ 131,18¢
Treasury stock, at cost (8,680,568 shares at Ségted®, 2009 and December 31, 20 (112,67)) (112,677
Retained earning 283,96° 234,84
Accumulated other comprehensive loss (1,149 (3,900

Total stockholder equity 315,36. 249,98(
Total liabilities and stockholde’ equity $ 393,05¢ $ 322,04(

See Notes to Condensed Consolidated Financial Statents
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Condensed Consolidated Statements of Operations

j2 Global Communications, Inc.

(Unaudited, in thousands except share and per shadata)

Revenues
Subscribe!
Other

Three Months Ended

Nine Months Ended

Cost of revenues (including sh-based compensation
$323 and $935 for the three and nine months of
2009, respectively, and $259 and $646 for the three

and nine months of 2008, respectively)
Gross profil
Operating expense

Sales and marketing (including st-based compensati
of $477 and $1,338 for the three and nine months of
2009, respectively, and $289 and $955 for the three

and nine months of 2008, respective

Research, development and engineering (includiagesh
based compensation of $217 and $634 for the three
and nine months of 2009, respectively, and $215 and

$620 for the three and nine months of 2008,
respectively’
General and administrative (including st-basec

compensation of $1,877 and $5,188 for the three and
nine months of 2009, respectively, and $1,228 and

$3,771 for the three and nine months of 2008,
respectively)

Total operating expenses
Operating earning

Other-thar-temporary impairment loss
Interest and other income, r

Earnings before income tax
Income tax expens

Net earning:

Net earnings per common sha
Basic

Diluted

Weighted average shares outstand
Basic
Diluted

September 30, September 30,

2009 2008 2009 2008
$ 61,04: 60,46¢ $ 181,73:  $ 177,21t
75€ 1,08¢ 2,92: 3,65¢
61,80: 61,55: 184,65t 180,87
11,25¢ 11,67( 34,25( 35,02¢
50,54: 49,88: 150,40t 145,85:
9,347 10,78¢ 27,44; 31,58:
2,86: 3,027 8,68t 9,18(
11,66° 10,91’ 33,58 33,36(
23,87¢ 24,72 69,71( 74,12°
26,66 25,16 80,69¢ 71,72«
— — (9,199 —
20 1,65¢ A77 3,54¢
26,68’ 26,81¢ 71,98( 75,27(
7,35% 8,05¢ 22,85 22,98¢
$ 19,33¢ 18,76: $ 49,12 $ 52,28¢
$ 0.44 04: % 1.1z $ 1.1¢
$ 0.4 04: $ 1.0¢ $ 1.13
44,126,03 43,479,94 43,840,30 44,955,19
45,296,14 45,077,67 44,985,16 46,431,50

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

Nine Months Ended

Cash flows from operating activitie
Net earning: $
Adjustments to reconcile net earnings to net cashiged by operating activitie
Depreciation and amortizatic
Shar+based compensatic
Excess tax benefits from sh-based compensatic
Provision for doubtful accoun
Deferred income taxe
Loss on disposal of fixed ass!
Otherthar-temporary impairment loss
Decrease (increase) i
Accounts receivabl
Prepaid expenses and other current a:
Other asset
(Decrease) increase i
Accounts payable and accrued expe!
Income taxes payab
Deferred revenu
Accrued income tax liabilit
Other

Net cash provided by operating activit

Cash flows from investing activitie
Sales of availab-for-sale investment
Redemptions/Sales of h-to-maturity investment
Purchase of certificates of depc
Purchases of property and equiprmr
Acquisition of businesses, net of cash rece
Proceeds from sale of ass
Purchases of intangible assets

Net cash (used in) provided by investing activi

Cash flows from financing activitie
Repurchases of common stc
Repurchase of restricted stc
Issuance of common stock under employee stock peechlar
Exercise of stock optior
Excess tax benefits from sh-based compensatic

Net cash provided by (used in) financing activi

Effect of exchange rate changes on cash and casaénts

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of pe $

September 30,

2009 2008
49,127 % 52,28¢
10,99( 9,67¢

8,09t 5,99:
(3,126 (65E5)
1,71C 2,967
(929 (1,729
15 2C
9,19: —
(803) (2,989
(737) 1,45:
(129) 26
(723) 1,32¢
(7249) (5,299
21¢ (1,305
5,77¢ 5,19¢
22 (43)
77,98 66,92°
— 36,17(
— 27,88:
(31,150 —
(1,709 (2,207
(11,919 (32,439
1,34( —
(3,146 (2,320
(46,575 27,09¢
— (108,02¢)
(441 (419
89 15z
2,63¢ 1,46¢
3,12¢ 65E
5,412 (106,169
75C (1,353
37,57( (13,499
150,78( 154,22(
188,35( % 140,72:

See Notes to Condensed Consolidated Financial Statents
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
SEPTEMBER 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 based on historical experience andidaus other factors that we believe to be reallenunder the circumstances. 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 tokime 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 tér8bpr 30, 2009 and December 31, 2008, our accoeees/able reserves were $3.0 million
and $2.9 million, respectively. We believe thesserees to be reasonable under the circumstances.
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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, we deffer portions of monthly recurring subscription asdgebased fees collected in advance
recognize them in the period earned. Additionallg,defer and recognize subscriber activation fedsr@lated direct incremental costs over a
subscriber’s estimated useful life.

Our advertising revenues (included in “other rexesijprimarily consist of revenues derived by defiig email messages to our
customers on behalf of advertisers. Revenues aoginézed in the period in which the advertising/gess 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 patentedrteldygy. 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 licensmagements, 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 straigtg basis over the life of the licensed patent(g)h\Wegard to royalty-bearing license
arrangements, we recognize revenue of licensesfae®d during the applicable period.

Fair Value Measuremen

j2 Global complies with the provisions of FASB ASGpic No. 820, Fair Value Measurements and Disclsu“ASC 8207) in
measuring fair value and in disclosing fair valueasurements. ASC 820 provides a framework for orgggsfair value and expands the
disclosures required for fair value measurements.

As of September 30, 2009 and December 31, 200&atging value of cash and cash equivalents, gbart investments, accounts
receivable, interest receivable, accounts payalsieued expenses, interest payable and customesitieppproximates fair value due to the
short-term nature of such instruments. The carryalge of other long-term liabilities approximates value as the related interest rates
approximate rates currently available to j2 Global.

j2 Global complies with the provisions of FASB AS©Gpic No. 825, Financial Instruments, (“ASC 825ASC 825 permits entities to
choose to measure certain financial assets antleat fair value. Furthermore, entities shalbort unrealized gains and losses on eligible
items for which the fair value option has been telédn earnings at each subsequent reporting date.

Concentration of Credit Risk

All of our cash, cash equivalents and marketahteritges are invested at major financial institaggrimarily within the United States,
United Kingdom and Ireland. These institutions reguired to invest our cash in accordance withimeestment policy with the principal
objectives being preservation of capital, fulfillmef liquidity needs and above market returns cemsarrate with preservation of capital. Our
investment policy also requires that investmentmarketable securities be in only highly ratedrinstents, with limitations on investing in
securities of any single issuer. However, thesestments are not insured against the possibility @mplete loss of earnings or principal and
are inherently subject to the credit risk relatedhie continued credit worthiness of the underlygsyier and general credit market risks as
existed during late 2007 to the present. At Sepe8D, 2009 and December 31, 2008, our cash ahdecpsvalents, were maintained in
accounts that are insured up to the limit deterdhimgthe appropriate governmental agency. The atriogured, however, is immaterial in
comparison to the total amount of our cash and egsivalents held by these institutions.
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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 laws. We recognize liabilities
for uncertain tax positions based on a two-stepgs®. The first step is to evaluate the tax pasitio recognition by determining if the weight
of available evidence indicates that it is morelljkthan not that the position will be sustainedaodit, including resolution of related appeal
litigation processes, if any. If we determine thaax position will more likely than not be sustdron audit, then the second step requires us tc
estimate and measure the tax benefit as the laagestint that is more than 50% likely to be realigpdn ultimate settlement. It is inherently
difficult and subjective to estimate such amouasswe have to determine the probability of varipossible outcomes. We reevaluate these
uncertain tax positions on a quarterly basis. Eiuation is based on factors including, but oitéd to, changes in facts or circumstances,
changes in tax law, effectively settled issues uadelit, and new audit activity. Such a changesgognition or measurement would result in
the recognition of a tax benefit or an addition@ige to the 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 consolidatedtemaents of cash flows.

2. Recent Accounting Pronouncements

In December 2007, the FASB issued a new accougtiidance regarding business combinations. Thisaguaiel found under FASB AS
Topic 805, Business Combinations, which establighexiples and requirements for how the acquifex business (i) recognizes and meas
in its financial statements the identifiable assetguired, the liabilities assumed, and any nomodlimg interest in the acquiree; (ii) recognizes
and measures in its financial statements the gdbdequired in the business combination or a geamfa bargain purchase; and (iii)
determines what information to disclose to enabBlkersiof the financial statements to evaluate ther@and financial effects of the business
combination. Accordingly, we applied such guidafareacquisitions effected subsequent to Janua?pQ9.

In December 2007, the FASB issued a new accougtiidance regarding noncontrolling interest. Thigdlgnce found under FASB A<
Topic 810, Consolidation, requires that the ownigrgfterests in subsidiaries held by parties othan the parent be clearly identified, labeled
and presented in the consolidated balance shettis wguity, but separate from the parent’s equityaddition, the amount of consolidated net
income attributable to the parent and to the notrotiimg interest must be clearly identified anégented on the face of the consolidated
statement of operations. This guidance also regjtiirat changes in the parent’s ownership interesidoounted for as equity transactions if a
subsidiary is deconsolidated and that any retairmgatontrolling equity investment be measured atfaiue. Furthermore, this guidance
requires that sufficient disclosures be provideat thearly identify and distinguish between therests of the parent and noncontrolling
owners. The provisions of this guidance are effector fiscal years, and interim periods withingbdiscal years, beginning on or after
December 15, 2008. The impact of the adoption isfghidance was not significant to our consoliddieadncial statements.

In March 2008, the FASB issued a new accountindange regarding derivative instruments and hedaatigities. This guidance four
under FASB ASC Topic 815, Derivatives and Hedgmeguires enhanced disclosures about a companyiisatiee and hedging activities.
These enhanced disclosures will discuss (i) howvamgda company uses derivative instruments, (iiy ld@rivative instruments and related
hedged items are accounted for and (jii) how déikieanstruments and related hedged items affectnapany’s financial position, results of
operations and cash flows. This guidance is effedtir fiscal years beginning on or after Novembgr2008, with earlier adoption allowed.
The impact of the adoption of this guidance wassignificant to our consolidated financial statetsen

In April 2008, the FASB issued a new accountinglgaice regarding intangible assets. This guidanoedf@nder FASB ASC Topic 3¢
Intangibles — Goodwill and Other, amends the factbat should be considered in developing renewektension assumptions used to
determine the useful life of a recognized intargiéset. This guidance is effective for finandialesnents issued for fiscal years, and interim
periods within those fiscal years, beginning alecember 15, 2008. The impact of the adoption isfghidance was not significant to our
consolidated financial statements.




In September 2008, the FASB issued a new accougtiittance regarding credit derivatives and cega@rantees.This guidance
found under FASB ASC Topic 815, Derivatives and ¢led, applies to credit derivatives within the seap the guidance, hybrid instruments
that have embedded credit derivatives, and guagantéhin the scope of the guidance. This guidanedfective for reporting periods (annual
or interim) ending after November 15, 2008. Theawetmf the adoption of this guidance was not sigaift to our consolidated financial
statements.

In November 2008, the FASB ratified a new accougngnidance regarding equity method investmentss gihidance found under FA!
ASC Topic 323, Investments — Equity Method and tldentures, clarifies the accounting for certaangactions and impairment
considerations involving equity method investmefitss guidance is effective for fiscal years begigrafter December 15, 2008, with early
adoption prohibited. We do not currently have amestments that are accounted for under the eméthhod. The impact of the adoption of
this guidance was not significant to our consobiddinancial statements.

In November 2008, the FASB ratified a new accoungnidance regarding defensive intangible asséiis. Juidance found under FAS
ASC Topic 350, Intangibles — Goodwill and Otheagrifles the accounting for certain separately idiatie intangible assets which an acquirer
does not intend to actively use but intends to holdrevent its competitors from obtaining accesthem. This guidance requires an acquire
a business combination to account for a defensit@ngible asset as a separate unit of accountifghvehould be amortized to expense over
the period the asset diminishes in value. This @nuie is effective for fiscal years beginning aBecember 15, 2008, with early adoption
prohibited. The impact of the adoption of this guide was not significant to our consolidated finargtatements.

In April 2009, the FASB issued three related newoanting statements regarding other-than-tempanapgairments, a change in interim
disclosures and additional guidance related ta#termination of fair value in connection with fir@éal instruments. This guidance found
under FASB ASC Topic 320, Intangibles — Debt andiggSecurities, FASB ASC Topic 825, Financial histents and FASB ASC Topic
820, Fair Value Measurements and Disclosures, fégetiwe for interim and annual reporting periodsimg after June 15, 2009. This guidance
amends the other-than-temporary impairment guidan@AAP for debt securities to modify the requirsmh for recognizing other-than-
temporary impairments, change the existing impantneodel and modify the presentation and frequeriaglated disclosures. This guidance
require disclosures about fair value of finanamstiuments for interim reporting periods as weliraannual financial statements. These
accounting statements provide additional guidanceg$timating fair value in the current economigiemment and reemphasizes that the
objective of a fair value measurement remains d@npeixe. If we were to conclude that there hashb&significant decrease in the volume and
level of activity of the asset or liability in réian tonormalmarket activities, quoted market values may nateipeesentative of fair value and
we may conclude that a change in valuation teclenaquhe use of multiple valuation techniques mayppropriate. See Note 4 — Investments
and Note 5 — Fair Value Measurements.

In April 2009, the FASB issued a new accountinglguaice regarding business combinations. This guelfound under FASB ASC
Topic 805, Business Combinations, amends the ga@legiating to the initial recognition and measueatmsubsequent measurement and
accounting and disclosures of assets and lialil#iésing from contingencies in a business comlanat his guidance is effective for fiscal
years beginning after December 15, 2008. We addptedjuidance as of the beginning of fiscal 200@. will apply the requirements of tt
guidance prospectively to any future acquisitions.

In May 2009, the FASB issued a new accounting guidaegarding subsequent events. This guidancelfonder FASB ASC Topic
855, Subsequent Events, establishes general stsnofeaccounting for and disclosure of events dlcaur after the balance sheet date but
before financial statements are issued or areahlaito be issued. The provisions of this guidareeeffective for interim and annual reporting
periods ending after June 15, 2009. The impadt@fdoption of this guidance was not significartdo consolidated financial statements.

In June 2009, the FASB approved #&SB Accounting Standards CodificatigfCodification”), which launched on July 1, 2009
will be effective for financial statements for irite 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
Codification launch on July 1, 2009 only one leskhuthoritative GAAP exists, other than guidarssied by the SEC. All other accounting
literature excluded from the Codification will bersidered norauthoritative. The impact of the adoption of tfisdance was not significant
our consolidated financial statements.

In August 2009, the FASB issued Accounting Stanslafddate 2009-05, Fair Value Measurements and &iscts (Topic 820)
Measuring Liabilities at Fair Value. This guidaratarifies that in circumstances in which a quoteidgin an active market for an identical
liability is not available, a reporting entity isquired to measure fair value of such liabilityngsone or more of the of the techniques presci
by the update. This guidance is effective for ih& feporting period beginning after issuance Wwhcthe period ending December 31,
2009. We are currently evaluating the potentisdatfon the financial statements.
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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 September 39,réflects the results of operations of this asitjon. Total consideration for this
transaction was $11.9 million in cash including,1$@illion in assumed liabilities consisting stiycof deferred revenue. The operations of this
acquired business are individually immaterial to finencial position as of the date of the acqigsit

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 Revenu (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 weightedamesuseful lives of ten years from the date ofiggition 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 develdoguired or written off in connection with thediness acquisition. Transaction costs
from this acquisition consist of $7,000 for thirdrfy valuation fees expensed in the nine monttogeznded September 30, 2009 to Genere
Administrative expense.

4, Investments

We account for our investments in debt securitiesccordance with FASB ASC Topic No. 320, InvesttaenDebt and Equity
Securities, (“ASC 320”) These investments are typically comprised of rgadiirketable corporate debt securities and aucttendebt and
preferred securities. We determine the appropdiassification of our investments at the time afwsition and evaluate such determination at
each balance sheet date. Held-to-maturity secsidtie those investments which we have the abititiiatent to hold until maturity and are
recorded at amortized cost. Available-for-sale séies are those investments we do not intend td tiomaturity and can be sold. Available-
for-sale securities are carried at fair value. difrg securities are carried at fair value, withaatized gains and losses included in investment
income. All securities are accounted for on a dfeidentification basis.

Short-term investments consist primarily of cectie of deposits and are stated at cost, whicloappates fair market value.

The following table summarizes our debt securiiesignated as available-for-sale classified byctrgractual maturity date of the
security (in thousands):

September 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 1,34¢ —
Due 10 years or after 1,60/ —
Total $ 2,95( % —
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The following table summarizes our debt securitiesignated as held-to-maturity classified by thetrawtual maturity date of the
security (in thousands):

September 30, December 31
2009 2008
Due within 1 yea $ — 3 —
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 aftt — 6,412
Total $ — 3 11,08:

The following table summarizes our investmentsgtesied as trading, available-for-sale and held-&unity (in thousands):

September 30 December 31

2009 2008
Trading $ 15  $ 14
Available-for-sale 2,95( —
Held-to-maturity — 11,08:
Total $ 296t 3% 11,09¢

The following table summarizes the gross unrealg&ids and losses and fair values for investmentd &eptember 30, 2009 and
December 31, 2008 aggregated by major security (ippthousands):

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
September 30, 200!
Auction Rate and other Debt Securit $ 2201 $ 74z $ — % 2,95(
December 31, 200:
Auction Rate and other Debt Securit $ 11,08: % — 3 9,22¢ % 1,857

At December 31, 2008, corporate and auction rate aled preferred securities were recorded as loefdaturity. The debt securities
have stated maturities through 2037. The prefeseedrities have no stated maturity dates. Tha@urdte securities have interest rates that
reset periodically at established intervals of @9<dor less. The corporate debt securities haixed interest rate. Certain of these securities
are illiquid due to failed auctions or conversiolidwing 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-&de-s There have been no significant changes iméerity dates and average interest rates for
our investment portfolio and debt obligations sujusmt to June 30, 2009. At September 30, 2009 0ogrterm available-fosale securities a
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 g@it&aber 30, 2009 and December 31, 2008 (in thow$and

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

September 30, 200!

Debt securities availabl-for -

sale

Auction rate and other Debt

securities $ 33 3 (118) $ — 3 —  $ 33 3 (116)

Total debt securities
available-for-sale $ 33 % (118 $ — $ — $ 33 % (118

December 31, 200:

Debt securities hel«-to-

maturity

Auction rate and other De

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

Total debt securities hel«-to-
maturity $ — 3 — 3 1,851 3 9,22¢  $ 1,851 $ 9,22¢

Recognition and Measurement of Other-Than-Temporarympairment

We regularly review and evaluate each investmeattiias an unrealized loss. An unrealized lossewiken the current fair value of an
individual security is less than its amortized duss$is. Unrealized losses that are determined terbporary in nature are recorded, net of tax,
in accumulated other comprehensive income for abldfor-sale securities, while such losses relaidueld-to-maturity securities are not
recorded, as these investments are carried atatmirtized cost.

Regardless of the classification of the securdesavailable-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 fairnehas been below co
the severity of the impairmer
the cause of the impairment and the financial dioriand neeterm prospects of the issu
activity in the market of the issuer which may rate adverse credit conditions; ¢
our ability and intent to hold the investment fguexiod of time sufficient to allow for any antieifed recovery

Our review for impairment generally entails:
identification and evaluation of investments thatd indications of possible impairme
analysis of individual investments that have falues less than amortized cost, including consieraf the length of time th
investment has been in an unrealized loss postimhthe expected recovery peri
discussion of evidential matter, includingesaluation of factors or triggers that could causkvidual investments to qualify as
having othe-thar-temporary impairment and those that would not stpptbe-thar-temporary impairment; ar
documentation of the results of these analyseqsred under business polici
information provided by third party valuation exjs

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

For these securities, credit impairment is assessiad) a combination of a discounted cash flow rhtts 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 pegiod then projects the remaining cash flows usiteyamt interest rate curves over the
remaining term. These cash flows are discountedyussnumber of assumptions, some of which inclugsailing 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.

During the second quarter 2009, we reclassifiethoemvestments from held-to-maturity to availafide-sale as we intend to sell our
corporate and auction rate debt and preferred giesurWe arrived at this conclusion based orsifjaificant erosion in the credit worthines:
the issuers. Accordingly, we determined that tieesririties were other-thaeamporarily impaired resulting in an impairmentdoscognized i
earnings of $9.2 million for the nine month pergmbed September 30, 2009.

5. Fair Value Measurements

j2 Global complies with the provisions of ASC Topo. 820, Fair Value Measurements and Disclosu&S¢ 820”), which defines
fair value, provides a framework for measuring failue and expands the disclosures required fovéile measurements. ASC 820 clarifies
that fair value is an exit price, representingaheount that would be received to sell an assegiaf fo transfer a liability in an orderly
transaction between market participants. As swhyglue is a market-based measurement that ésrdeted based on assumptions that market
participants would use in pricing an asset or laillig. As a basis for considering such assumpti@C 820 establishes a three-tier value
hierarchy, which prioritizes the inputs used in Waduation methodologies in measuring fair value:

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

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

We measure our cash equivalents and investmefdas aalue. Our cash equivalents short-term investts and other debt securities are
primarily classified within Level 1. Investmentsauction rate securities are classified withine&le3; The valuation technique used under
Level 3 consists of a discounted cash flow analieh included numerous assumptions, some of winickude prevailing implied credit risk
premiums, incremental credit spreads, illiquidiskmpremium, among others and a market comparatdete! where the security is valued
based upon indicators from the secondary markethat discounts buyers demand when purchasing similetion rate securities. There was
no change in the technique during the period. @aslivalents and marketable securities are valdetaply using quoted market prices
utilizing market observable inputs. Our investmentauction rate securities are classified withe@vel 3 because there are no active marke
the auction rate securities and therefore we aablerto obtain independent valuations from markatees. Some of the inputs to the cash
model are unobservable in the market. The totallannof assets measured using Level 3 valuation odelbgies represented approximately
1% of total assets as of September 30, 2009.

The following tables present the fair values of fimancial instruments that are measured at fditevan a recurring basis (in thousan:

September 30, 20( Level 1 Level 2 Level 3 Fair Value

Cash equivalents, short-term investments and albletr

securities $ 219,77: 3% —  $ — % 219,77:

Auction rate securitie — — 2,691 2,691
Total $ 219,77:  $ — 3 2691 % 222,46!

December 30, 200 Level 1 Level 2 Level 3 Fair Value

Cash equivalents, sh-term investments and other d

securities $ 150,97 $ — % — % 150,97-

Auction rate securitie — — 1,671 1,671
Total $ 150,97 $ — 3 1677 $ 152,65!
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The following table provides a summary of changefair value of our Level 3 financial assets aSeptember 30, 2009 (in thousands):

Level 3 Financial Asset:

Three Months Nine Months
Ended Ended
September 30, September 30,
2009 2009
Beginning Balanc $ 199 $ 11,00(
Total gains (losses« realized/unrealize
Included in earning — (9,00%)
Not included in earning 69¢€ 69¢€
Purchases, issuances and settlernr — —
Transfers in and/or out of Level 3 — —
Balance, September 30, 2C $ 2,691 % 2,691
Total losses for the period included in earnindatirey to asset
still held at September 30, 2009 $ —  $ (9,00%)

6.  Goodwill and Intangible Assets

Goodwill represents the excess of the purchase pner the fair value of the net tangible and iditie intangible assets acquired in a
business combination. Intangible assets resultimm the acquisitions of entities accounted for gghre purchase method of accounting are
recorded at the estimated fair value of the asssiaired. Identifiable intangible assets are cosagtiof purchased customer relationships,
trademarks and trade names, developed technolagiesther intangible assets. The fair values dfehéentified 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 basedchupg historical experience and expected benefi@intangible asset. If it is determined
that such assumptions are not accurate, then siiétingg 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 nine months endedeSdr 30, 2009 are as follows (in
thousands):

Balance as o Foreign Balance as o
January 1, Exchange September
2009 Additions Deductions Amortization Translation 30, 2009

Goodwill $ 72,78 % 7,75¢ % — % — % 531 % 81,07(
Intangible assets with indefin

lives 4,081 963 ) — — 5,03

Intangible assets subject to
amortization 32,71( 6,84: (1,34%) (5,989 99 32,32(
$ 109,57:  $ 15,56: $ (1,359 $ (5,989 % 63C $ 118,42

Intangible assets with indefinite lives relate ity to certain trade names and trademarks. ASepttember 30, 2009, intangible assets
subject to amortization relate primarily to theldaling (in thousands):

Weighted-Average

Amortization Historical Accumulated
Period Cost Amortization Net
Patents 8.4 years $ 26,63: $ 11,51: % 15,12(
Technology 5.0 years 3,00t 1,41( 1,59¢
Customer relationshiy 8.3 years 14,98t 5,64t 9,34(
Trade name 16.0 years 8,42¢ 2,15¢ 6,26°
Total $ 53,04¢ $ 20,72¢  $ 32,32(

In June 2009, j2 Global sold certain non-core latdlial property to a third party for approximatgly.5 million (net
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of selling and earn-out costs of approximately $illion). Accordingly, the net proceeds in exce$set book value of the patent assets sold
were recorded as other revenue in the amount abappately $0.7 million within the condensed condated statement of operations for the
nine month period ended September 30, 2009. Ap#ris transaction, we also obtained a fullydpap, perpetual license for use of the
related patents through their remaining life.

Amortization expense, included in general and adbtvative expense, during the three-month periodted September 30, 2009 and
2008 approximated $2.0 million and $1.5 millionspectively. Amortization expense, included in gahand administrative expense, during
the nine-month periods ended September 30, 2002@0® approximated $6.0 million and $4.3 millioespectively. Amortization expense is
estimated to approximate $7.7 million, $5.7 milli&4.1 million, $3.7 million and $3.4 million forstcal years 2009 through 2013, respectively,
and $13.7 million thereafter through the duratiéthe amortization 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 ddeleve that such matters, individually or in tiggregate, will have a material adverse
effect on our future consolidated results of operst 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 Ageseitihe “Credit Agreement”) with Union Bank, N.@Lender”) in order to further
enhance our liquidity in the event of potential @isgions. The Credit Agreement provides for a $2%illion revolving line of credit with a
$2.5 million letter of credit sublimit. The facifiis unsecured (except to the limited extent desctribelow) 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.dive may prepay the loans and terminate the cameniis 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 interestiqes of 1, 2, 3 or 6 months (tIFixed Interest Ra”); or
. the“Base Rat’, defined as the highest of (i) the reference ratffexct on such date, (ii) the federal funds rateffect on such da
plus a margin equal to 0.05% and (iii) the 1 mddfBOR rate.

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

Interest on the loans is payable quarterly or¢draing at a Fixed Interest Rate, on the last dalieapplicable 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 PeopleigddCorporation, a wholly-owned U.S. subsidiary®6lobal, 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 LeRdeure significant subsidiaries based in the WiB.also be required to guaranty j2
Global’'s obligations under the Credit Agreemerighificant subsidiary” is defined as subsidiatiest had net income for the fiscal quarter
then most recently ended in excess of ten perd®3b) of EBITDA (as defined in the Credit Agreemefiat) such fiscal quarter or had assets in
excess of ten percent (10%) of the total assetiseg? Global and its subsidiaries on a consolidl&isis as at the end of the fiscal quarter then
most recently ended. Also pursuant to the Credie@ment, we are entering into a Security Pledgedmgent whereby j2 Global grants to
Lender a security interest in 65% of the issuedkstid 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 &edl significant subsidiary.

The Credit Agreement contains customary affirmagind negative covenants, including covenants it dr restrict our ability to,
among other things, grant liens, dispose of assetst indebtedness, guaranty obligations, mergmaosolidate, 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 comémnthat establish minimum EBITDA, net worth arguid asset levels and limit the
amount of operating lease obligations that maydseimed.

The Credit Agreement includes customary eventsetdudt that include, among other things, paymefaults, inaccuracy of
representations and warranties, covenant defamiéterial bankruptcy and insolvency events, judgsiand failure to comply
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with judgments, tax defaults, change of control erass defaults, in each case subject to excepéindsr thresholds customary for a credit
facility of this size and type. The occurrence ofexent of default could result in the acceleratbour repayment obligations under the Credit
Agreement.

8. Income Taxes

Our tax provision for interim periods is determinging an estimate of our annual effective tax.fatgeh quarter we update our estirr
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 efiee tax rate is lower than in the U.S. As of @eplber 30, 2009, our effective tax rate was
31.8%. 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 $11.7 million in net defertaxl assets as of September 30, 2009 related plyntamet operating loss
carryforwards, capital losses, and as a resulifffrdnces in share-based compensation betweefinauncial statements and our tax returns.
Based on the weight of available evidence, we asshsther it is more likely than not that some iporor all of a deferred tax asset will not be
realized. If necessary, we record a valuation aloee sufficient to reduce the deferred tax assetet@mount that is more likely that not to be
realized. The net deferred tax assets shouleddezed through future operating results and thensal 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 cary be offset against capital gains for tax
purposes, it is more likely than not that someiparor all of the asset will not be realized. We therefore recording a valuation allowance of
$2.9 million for this asset in the period.

As of September 30, 2009 and December 31, 2008ade44.4 million and $38.6 million, respectivealyliabilities for uncertain
income tax positions. Accrued interest and persatidated to unrecognized tax benefits are recegriizincome tax expense on our
consolidated statement of operations.

Cash paid for income taxes was $18.9 million andl$2nillion for the nine months ended September2B09 and 2008, respectively.
We are currently under audit by the Internal Reee8arvice for tax years 2004 through 2008 as veahe California Franchise Tax
Board for tax years 2005 through 2007. We are atgter audit by New York, Illinois, Minnesota and $tiangton for non-income related
taxes. It is possible that these audits may cateclo the next 12 months and that the unrecognietlenefits we have recorded in relation to
these tax years may change compared to the liabitiecorded for these periods. However, it iscuotently possible to estimate the amount, if
any, of such change.
9.  Stockholders’ Equity

Common Stock Repurchase Program

In February 2008, j2 Global’'s Board of Directorpegved a common stock repurchase program authgrthierepurchase of up to five
million shares of our common stock through the ehBecember 2010. The Repurchase Program was ctedpme July 9, 2008; five million
shares at an aggregated cost of $108.0 millionu@icg commission fees of $0.1 million) were refhased. We have accounted for these
repurchases using the cost method. During the ttmenths ended March 31, 2008, we repurchased 3834hares 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)uring the three months ended September
30, 2008, we repurchased 464,584 shares at angaggdecost of approximately $10.7 million (incluglicommission fees of $9,000). At
September 30, 2009 and December 31, 2008, 8,680@66on shares at an aggregate cost of $112.omillere 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, 3dck Plan and 2001
Employee Stock Purchase Plan. Each plan is deschidew.

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# for issuance upon exercise of
options granted outside the 1997 Plan. As of SeiperB0, 2009, 3,353,220 shares underlying optiodsl&5,350 shares of restricted stock
were outstanding under the 1997 Plan, all of whizhtinue to 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, restrictientls 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 PGf¥ 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 theeds 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 natusbry stock options. As of September 30,
2009, 1,163,101 shares underlying options and Bi16sRares of restricted stock were outstanding uh@ée2007 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 agfifitr the nine months ended September 30, 2009:

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Number of Exercise Term (in Intrinsic
Shares Price years) Value
Outstanding at January 1, 2C 4,32293  $ 11.7:
Granted 808,76( 18.0¢
Exercisec (514,82() 5.1:
Cancelec (100,549 28.2¢
Outstanding at September 30, 2( __ 451632 13.2¢ 52 $  48,356,81
Exercisable at September 30, 2( ___ 295334 9.0Z 3€$  42,979,29
Vested and expected to vest at September 30, 417146 g 12.67 5C$  47,023,33

For the nine months ended September 30, 2009, aveeyt 808,760 options to purchase shares of consteck pursuant to the 2007
Plan to newly hired and existing members of managenThese stock options vest 20% per year andeeipiyears from the date of grant.

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

The aggregate intrinsic values of options exerciigihg the nine months ended September 30, 2002@08 were $9.3 million and
$3.0 million, respectively.

As of September 30, 2009 and December 31, 2008cagnized stock compensation related to non-vesttark-based compensation
awards granted under the 1997 Plan and the 200i7alaroximated $36.5 million and $24.7 million,pestively. Unrecognized stock
compensation expense related to non-vested shaestisampensation awards granted under these glarpected to be recognized ratably
over a weighted-average period of 3.41 years {he.remaining requisite service period).

-17-




Fair Value Disclosure

We use the Black-Scholes option pricing model toudate the fair-value of each option grant. Thpested volatility for the nine
months ended September 30, 2009 is based on batwedlatility of our common stock. We elected seuhe simplified method for estimating
the expected term. Under the simplified method etkyigected term is equal to the midpoint betweervéisting period and the contractual term
of the stock option. The risk-free interest ratbased on U.S. Treasury zero-coupon issues wimaéqual to the expected term of the option
assumed at the date of grant. Estimated forferfateeas of September 30, 2009 was 14.5%.

The weighted-average fair values of stock opticlasitgd have been estimated utilizing the follonaéisgumptions:

Nine Months Ended Septembe

30,
2009 2008
Risk-free interest rat 2.35% 3.6%
Expected term (in year 6.t 6.5
Dividend yield 0% 0%
Expected volatility 54% 56%
Weightec-average volatility 55% 62%

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 dfagrant and is recognized as share-basec
compensation expense over a five-year vesting geblaring the nine months ended September 30, 200¢ranted 730,603 shares of
restricted stock. We recognized $1,017,153 and/&2325 of related compensation expense in the tmdenine months ended September 30,
20009 related to restricted stock awards. As of &aper 30, 2009, we have unrecognized shase=d compensation cost of approximately &
million associated with these awards. This cosjgected to be recognized over a weighted-averagedyof 3.91 years.

Restricted stock activity for the nine months en8egtember 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: 17.7C
Vested (91,516 21.4:
Cancelec (7,000 17.1¢
Nonvested at September 30, 2( 951,58 % 19.3¢

ShareBased Compensation Expense

The following table represents share-based compiensaxpense included in cost of revenues and tipgraxpenses in the
accompanying condensed consolidated statemenfseoditions for the three and nine months ended Bé@e30, 2009 and 2008 (in
thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008

Cost of revenue $ 32z % 25¢ $ 93t % 64¢€
Operating expense

Sales and marketir 477 28¢ 1,33¢ 95t

Research, development and enginee 217 21t 634 62C

General and administrati\ 1,871 1,22¢ 5,18¢ 3,771

$ 289,  $ 1,991 $ 8,098 $ 5,992
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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, eligibld@meps can have up to 15% of their earnings withhab to certain maximums, to be used
to purchase shares of j2 Global’'s common stoclegaimn plandefined dates. The price of the common stock pwethander the Purchase P
for the offering periods is equal to 95% of the faarket value of the common stock at the end efoffiering period. For the nine months er
September 30, 2009 and 2008, 4,254 and 7,223 shlarespurchased under the plan, respectively. @astived upon the issuance of common
stock under the Purchase Plan was $89,579 and3=5b&yr the nine months ended September 30, 2002@08, respectively. As of
September 30, 2009, 1,663,081 shares were availabler the Purchase Plan for future issuance.

11. Earnings Per Share

Basic earnings per share is computed on the bésieeaveightedaverage number of common shares outstanding. diledéenings 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, excepesrat per share data):

Three Months Ended September 3( Nine Months Ended September 3C

2009 2008 2009 2008
Numerator for basic and diluted net earnings perroon share
Net earning: $ 19,33  $ 18,76: $ 49,12 $ 52,28t
Denominator
Weightec-average outstanding shares of common s 44,126,03 43,479,94 43,840,30 44,955,19
Dilutive effect of:
Employee stock optior 942,82! 1,541,10: 1,062,36: 1,434,47
Restricted stock 227,28 56,62" 82,49( 41,83
Common stock and common stock equivalt 45,296,14 45,077,67 44,985,16 46,431,50
Net earnings per shar
Basic $ 044 % 04: $ 1.1z $ 1.1¢€
Diluted $ 04: $ 04: $ 1.0¢ $ 1.1:

For the three months ended September 30, 2009G08®] there were 617,350 and 671,167 options outstgnrespectively, which were
excluded from the computation of diluted earnings ghare because the exercise prices were grhatettte average market price of the
common shares. For the nine month period endpte®der 30, 2009 and 2008, there were 813,359 @8@B0 options outstanding,
respectively, which were excluded from the compaiadf diluted earnings per share because the iseepcices were greater than the average
market price of the common shares.
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12. Comprehensive Income

The components of comprehensive income were neirggrand accumulated other comprehensive incommp&hensive income for
the three and nine months ended September 30,&@02008 is as follows (in thousands):

Three Months Ended September 3( Nine Months Ended September 3C

2009 2008 2009 2008

Net earning: $ 19,33 $ 18,76: $ 49,12: % 52,28t
Other comprehensive income, before 1

Foreign currency translation adjustm 13t (3,777 1,69( (2,269

Less: Reclassification adjustment for gainstideld in

earnings (39 (39

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

Amortization of Hel-to-Maturity securities los — 7 13 22

Unrealized gain on availal-for-sale investment 745 — 745 —
Other comprehensive income, before 87¢ (3,809 2,752 (2,275

Income tax expense related to items of o

comprehensive incon (242) 1,141 (875) 694
Other comprehensive income, net of 63€ (2,667) 1,87 (1,587
Comprehensive income $ 1997 16,09¢ $ 51,00 $ 50,70¢

13.  Geographic Information

We maintain operations in the U.S., Canada, Irel#r@lUnited Kingdom and other international temig¢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 (“DIDHumber for services using such a number or a mests residence for other services (in
thousands):

Three Months Ended September 3( Nine Months Ended September 3C

2009 2008 2009 2008
Revenue:
United State: $ 52,63( % 52,047 % 157,700 % 152,89(
All other countries 9,171 9,50t 26,94¢ 27,98
$ 61,80. $ 61,55 $ 184,65¢ % 180,87
September 30 December 31
2009 2008
Long-lived assets:
United State! $ 39,27¢ % 41,76
All other countries 8,85( 9,88t
$ 4952¢ $ 53,04

14.  Subsequent Event

Management has evaluated subsequent events thikmgimber 4, 2009, which represents the date tlediithncial statements were
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@ainll, Item 1A - “Risk Factors” of this QuarterlReport on Form 10-Q and in Part I, 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 tbméme with the SEC.

Some factors that could cause actual results terdifaterially 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.

-21-




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, whicpans 3,500 cities in 46 countries
across six continents. We have created this netvemidk continuously seek to expand it, through riatiog 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 11lli®mtelephone numbers deployed as
of September 30, 2009, approximately 1.3 milliomevgerving paying subscribers, with the balancéoyepl to free subscribers, including
those with premium rate telephone numbers. We op@raone reportable segment: vahgded messaging and communications services, '
provides for the delivery of fax, voice and emaésaages and communications via the telephone amtéonet networks.

We hold multiple United States patents and intéonat counterparts to those patents consistingafisands of claims covering a
range of inventions that incorporate fundamentasaging and communications technologies. Ovepaisefive years we have engaged in a
program of enforcing our patents against thirdipantising this technology without our permissitie have also sold non-core patent assets
for profit. Three of our core patents have beeaidfiened through reexamination proceedings withlthéted States Patent and Trademark
Office: (i) U.S. Patent No. 6,350,066 covers retaleof fax or voice messages directed to an intdrideipient via an Internet browser; (ii) U.S.
Patent No. 6,208,638 covers transmission of faxo@re messages to an intended recipient via eleictroail as an attachment and (iii) U.S.
Patent No. 6,597,688 covers transmission of a rgessaeived via the Internet to an intended rentpiea facsimile protocol. We currently
have several cases involving these and other gaagaiinst several companies in the United Statesi@iCourt for the Central District of
California. As a result of these core patents sssfully existing reexamination proceedings, tlag hat had been in place in these pending
cases was lifted during the second quarter of 200fse cases are now proceeding forward and e idiscovery stage. For more
information on this and other litigation involving Global please see Part I, temLEgal 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 importaniarietrunderstanding 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 braademess. In addition, we seek to increase revehoasgh 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 teta@nues 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 nine months ended SepteBMmhe2009 and 2008 (in thousands,
except for percentages and average revenue pargolephone number):

September 30 September 30

2009 2008
Free service telephone numb 9,97¢ 10,35}
Paying telephone numbers 1,274 1,19¢
Total active telephone numbers 11,25( 11,55¢

Three Months Ended September 3( Nine Months Ended September 3C

2009 2008 2009 2008

Subscriber revenue

Fixed $ 49,78  $ 47,48. % 148,30¢ % 138,33!

Variable 11,26¢ 12,98t 33,42¢ 38,88
Total subscriber revenues $ 61,048 $ 60,46¢ $ 181,73: $ 177,21
Percentage of total subscriber reven:

Fixed 81.5% 78.5% 81.6% 78.1%

Variable 18.5% 21.5% 18.2% 21.%
Revenues

DID-basec $ 58,96¢ % 58,44( % 175,32.  $ 171,29.

Non-DID-based 2,832 3,11Z 9,33« 9,58t
Total revenue $ 61,80 $ 6155: $ 184,65t $ 180,87
Average monthly revenue per payi

telephone numbe(1) $ 15.0: $ 1587 $ 15.1C $ 16.1¢
(1) See calculation of average monthly revenuegppging telephone number at the end of Item 2. ddament’s 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, 20@@nd@the nine months ended September 30, 2008 there no significant changes in
our critical accounting policies and estimates.
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Results of Operations for the Three and Nine Month&nded September 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 $60.5 million 1
the three months ended September 30, 2009 and g&fctively. Subscriber revenues were $181.[fomind $177.2 million for the nine
months ended September 30, 2009 and 2008, resglgcthhis increase in subscriber revenues was aaa increase in our paying subscriber
base. The increase in our base of paying subssniyenarily resulted from new subscribers comingclly to our Websites, free-to-paid
subscriber upgrades, small to mid-sized corponadieeaterprise sales, direct large enterprise amdrgment sales, direct marketing costs for
acquisition of paying subscribers and internaticiadés and business acquisitions, in each cas# oahcellations. The increased revenue as a
result of our subscriber base is offset by new aiilbsrs selecting lower priced products and a desmén usage revenues.

Other RevenuesOther revenues were $0.8 million and $1.1 millionthe three months ended September 30, 200260l
respectively. For the nine months ended SepteBme2009 and 2008, other revenues were $2.9 midlimh$3.7 million, respectively. Other
revenues consist primarily of patent sales andh$icg revenues and advertising revenues genergtddlivering email messages to our free
customers on behalf of advertisers. The decreasther revenues resulted primarily from a reductiopatent licensing revenues resulting
from our recent acquisitions of patent licenseasareduction in advertising revenues due to tmege economic environment partially offset
by other revenues from the sale of non-core intelkd property during the period.

Cost of Revenues

Cost of revenues is primarily comprised of costsoamted with data and voice transmission, telephmmmbers, sales and other non-
income based taxes, network operations, customeicegon-line processing fees and equipment dégien. Cost of revenues was $11.3
million, or 18% of total revenues, and $11.7 millj@r 19% of total revenues, for the three montided September 30, 2009 and 2008,
respectively. For the nine months ended Septemhe2(9 and 2008, cost of revenues was $34.2 mjlbo 19% of total revenues, and $35.0
million, or 19% of total revenues, respectivelyheldecrease in cost of revenues was primarily dircteased efficiency of network operati
and customer service.

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 conmistarily of fixed cost and performance-
based (cost-per-impression, cost-per-click and-pestacquisition) advertising relationships withanay of online service providers. We have
a disciplined return-on-investment approach tolotgrnet-based advertising and marketing spendgiwbauses sales and marketing costs as a
percentage of total revenues to vary from periogetgod based upon available opportunities. Salds@arketing expenses were $9.3 million,
or 15% of total revenues, and $10.8 million, or 18Ptotal revenues, for the three months endedeBapér 30, 2009 and 2008, respectively.
For the nine months ended September 30, 2009 a0} 28les and marketing expenses were $27.4 mibioh5% of total revenues, and $31.6
million, or 18% of total revenues, respectivelyheldecrease in sales and marketing expenses ftrréeeand nine months ended September
30, 2009 was primarily due to more efficient andtaeffective marketing opportunities both in theitdd States and around the world.

Research, Development and Engineeri@yur research, development and engineering costsist primarily of personnel-related
expenses. Research, development and engineeritegveae $2.9 million, or 5% of total revenues, &3d million, or 5% of total revenues,
the three months ended September 30, 2009 and @& ctively. For the nine months ended SepteB®e2009 and 2008, research,
development and engineering costs were $8.7 mjlbois% of total revenues, and $9.2 million, or 6#4otal revenues, respectively. The
decrease in research, development and engineerstg for the three and nine months ended SepteB@h@009 compared to the same period
in the prior year was primarily due to increasefitiefncy and synergies from the integration of dsijions.

General and AdministrativeOur general and administrative costs consist amilgnof personnel-related expenses, depreciatimh a
amortization, share-based compensation expensealdiaegxpense and insurance costs. General andiathative costs were $11.7 million, or
19% of total revenues, and $10.9 million, or 18%oatél revenues, for the three months ended Sete8th 2009 and 2008, respectively. For
the nine months ended September 30, 2009 and gé@8ral and administrative costs were $33.6 millari8% of total revenues, and $33.4
million, or 18% of total revenues, respectivelyeTihcrease in expense for the three months endegriraarily due increased amortization
resulting from acquisitions and compensation cofftet by decreased professional fee expense.irithease in the nine months ended was
primarily due to increased amortization resultirani acquisitions and compensation costs offsetdeyehsed bad debt and professional fee
expenses.
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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 statemenfseoditions for the three and nine months ended Béy@e30, 2009 and 2008 (in
thousands):

Three Months Ended September 3( Nine Months Ended September 3C

2009 2008 2009 2008
Cost of revenue $ 322 % 25¢ 3 93t % 64¢€
Operating expense
Sales and marketir 477 28¢ 1,33¢ 95t
Research, development and enginee 217 21t 634 62(
General and administrative 1,871 1,22¢ 5,18¢ 3,771
$ 289 3 1,991 $ 8,098 3 5,99

Non-Operating | ncome and Expenses

Interest and Other Income, ne®ur interest and other income, net is generatieagpily from interest earned on cash, cash eqaival
and short-term and long-term investments and gaiosses on foreign exchange. Interest and otlvanie, net, was zero and $1.7 million for
the three months ended September 30, 2009 and @89 ctively, and $0.5 million and $3.5 milliom fbe nine months ended September 30,
2009 and 2008, respectively. The decrease in sttared other income, net, was primarily due todesm foreign currency exchange and a one
time adjustment of certain tax accruals in conectvith stock options.

Other-than-temporary impairment losseé&n other-than-temporary impairment occurred inrgection with our securities for the nine
month period ended September 30, 2009. As a reseltecorded an impairment of $9.2 million withiire 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 jurisdictionsahich we operate. The tax bases of our assettiahilities reflect our best estimate of the tax
benefits and costs we expect to realize. When sacgswe establish valuation allowances to reduceleferred tax assets to an amount that
will more likely than not be realized. Income taspense amounted to approximately $7.4 million a®d $nillion for the three months ended
September 30, 2009 and 2008, respectively. Indamexpense for the nine months ended Septemb&089,and 2008 was $22.9 million &
$23.0 million, respectively. Our effective tax ratas approximately 27.6% compared to 30.0% and’8t@mpared to 30.5% for the three and
nine months ended September 30, 2009 and 200&atdsdy. The decrease in expense for the thrdenare months ended is primarily due to
a change in the state apportionment factor dufieghird quarter and an increase in foreign incasa percentage of total income offset by
impairment of debt and preferred securities inahmunt of $9.2 million which is not deductible focome tax purposes for the year.

Liquidity and Capital Resources
Cash and Cash Equivalents and | nvestments

At September 30, 2009, we had cash and investroé®222.5 million compared to cash and investmeh®&l61.9 million at December
31, 2008. The increase in cash and investmentiedgurimarily from cash provided by operationssetfby cash used in connection with
business acquisitions. At September 30, 2009, aadtinvestments consisted of cash and cash equisalé$188.4 million, short-term
investments of $31.2 million and long-term investiseof $3.0 million. Our investments are compripedarily of readily marketable
corporate debt securities, auction rate debt aefitped securities and certificates of deposits filrRancial statement presentation, we classify
our investments primarily as held-to-maturity athdis, they are reported as short and long-termdoagen their maturity dates. Short-term
investments mature within one year of the datdeffinancial statements and long-term investmertirea one year or more from the date of
the financial statements. We retain a substantiglgm of our cash in foreign jurisdictions for fue reinvestment. If we were to repatriate
funds held overseas, we would incur U.S. incomeotathe repatriated amount at an approximate btefetteral and state rate of 40%.

-25-




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 September 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&wivas $78.0 million and $66.9 million for the @imonths ended September 30, 2009 and
2008, respectively. Our operating cash flows resuftrimarily from cash received from our subscsb@ur cash and cash equivalents and
short-term investments were $219.5 million at Seybter 30, 2009.

Net cash (used in) provided by investing activitiess approximately ($46.6) million and $27.1 miflifor the nine months ended
September 30, 2009 and 2008, respectively. Fonittemonths ended September 30, 2009, net cashruseasting activities was primarily
attributable to the purchase of certificates ofaddpand business acquisitions. For the nine moertlded September 30, 2008, net cash used in
investing activities was primarily attributablette sales of available-for-sale investments anded#mptions and sales of held-to-maturity
investments.

Net cash provided by (used in) financing activitiess approximately $5.4 million and ($106.2) miflifor the nine months ended
September 30, 2009 and 2008, respectively. Fonitreemonths ended September 30, 2009, net casidptbliy financing activities was
primarily attributable to the excess tax benefitgrf share-based compensation and the exercisealf gptions. For the nine months ended
September 30, 2008, net cash used in financingitkesi was primarily attributable to the repurcha$eur common stock, partially offset by
the exercise of stock options.

Contractual Obligations and Commitments
The following table summarizes our contractual gditions and commitments as of September 30, 2009:

Payments Due ir
(in thousands)

Contractual
Obligations 2009 2010 2011 2012 2013 Thereafter Total
Operating lease $ 45C  $ 43z $ 22¢ % 214 % 187 $ 69C % 2,19¢
Telecom services ar

codocation facilities 1,907 6,90¢ 1,02¢ — — — 9,84:
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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 September 3( Nine Months Ended September 3C

2009 2008 2009 2008
(In thousands except average monthly revenue pengéelephone numbe

DID-based revenue $ 58,96¢ $ 58,44( $ 175,32: % 171,29:
Less other revenues 1,51¢ 2,22% 4,75¢ 6,932
Total paying telephone number reven $ 57,45: $ 56,217 $ 170,56 $ 164,36(
Average paying telephone number mont

revenue (total divided by number of mont $ 19,157 % 18,73¢  $ 18,95 % 18,26:
Number of paying telephone numb:
Beginning of perioc 1,274 1,16: 1,23¢ 1,064
End of perioc 1,274 1,19¢ 1,27¢ 1,19¢
Average of perioc 1,274 1,181 1,25¢ 1,131
Average monthly revenue per paying telephone nui(1) $ 1500 % 1587 $ 151C % 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 @isgions (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 September 30, 2009, the car
value of our cash and cash equivalents approxinfatedalue. Our return on these investments igexilio interest 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 September 30, 2009, we had investments ih skxturities with effective maturities greater tlware year of approximately $2.9
million. Such investments had a weighted averagklyof approximately 2.49%. Based on our cash astt equivalents and short and long-
term investment holdings as of September 30, 280%nmediate 100 basis point decline in interestsravould decrease our annual interest
income by approximately $2.2 million.

As of January 5, 2009, we entered into a line eflitragreement to be used for working capital asrkgal 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 nine months eis#ptember 30, 2009. For the
three and nine months ended September 30, 2008]dt@mn adjustments amounted to approximately &0llion and $1.7 million,
respectively. As of September 30, 2009, cumulati@eslation adjustments included in other comprsivenincome amounted to approximat
$(1.9) million.

We currently do not have derivative financial instents 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 exposiiectuations 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 thipgarter ended September 30, 2009
that have materially affected, or are reasonakBlyito materially affect, our internal control ef@ancial reporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we are involved in litigationdaather disputes or regulatory inquiries that aiisthe 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 hasée@ and j2 Global has grown. Any claims or regmeactions against us, whether
meritorious or not, could be timmnsuming, result in costly litigation, require rdficant management time and result in diversiosighificani
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 mgisggtechnologies: Open Text Corporation
and its Captaris business (“Open Text”), Integraabal Concepts, Inc. (“IGC”"), Venali, Inc. (“Velid, Protus IP Solutions, Inc. (“Protus”),
EasyLink Services International Corp. (“EasyLinkQpmodo Group, Ltd. (“Comodo”) and Packetel, Ir{fPacketel”). Three of the patents at
issue in some of these lawsuits have been reaffitm@ugh reexamination proceedings with the Un8tates Patent and Trademark Office.

Open Text, Venali, Protus, EasyLink, Comodo andckEtst have each filed counterclaims against usudiicg seeking declaratory
judgments of nc-infringement, invalidity and unenforceability ofiopatents. Open Text has also asserted a couaiterplrporting to allege
antitrust violations of Section 2 of the Shermar &ud California’s Business and Professions Cod&68®0 and 17200. Open Text is seeking
dismissal of our patent infringement claims, dansagecluding treble and punitive damages, an irjoncagainst further violations, and
attorneys’ fees and costs. All of these casebairg litigated in the United States District Cofiant the Central District of California before the
same judge, who has indicated that the cases evHidmdled in a coordinated fashion. Since ouethoee patents successfully exited
reexamination proceedings, the stay that had beplace in these pending cases was lifted duriagéitond quarter of 2009, and discovery is
underway.

In July 2005, one of our affiliates filed a separafise against Venali in the United States Dis@art 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 reddtesubstantial part to the patent infringemeatrak by our affiliate against Venali. On May
11, 2007, the court entered a claim constructiaieoregarding the disputed terms of the patentiin-On August 12, 2008, the court granted
Venali's motion for summary judgment of non-infremgent. On November 3, 2008, the court granted wmnzary judgment motion on
Venali’'s remaining counterclaims, which allegeditans$t violations based on our enforcement of catepts. We have appealed the non-
infringement ruling in the case to the United Sta@eourt of Appeals for the Federal Circuit. Theegdfhas been briefed and argued but no
decision has issued. Venali did not appeal theaidisal of its counterclaims.

On May 12, 2003, we filed an application to regiskee eFax mark on the United States Patent andieimark Office ("USPTO”)
Principal Register, which the USPTO approved arigloed for opposition. In July 2005, Protus fiked opposition proceeding before the
USPTO Trademark Trial and Appeal Board seekingéwgnt such registration. In the opposition proleg, Protus claims that the mark is
generic or merely descriptive and not entitledegistration. On September 1, 2005, we respond@datus’ Notice of Opposition. The parties
are engaged in discovery. Trial before the Trad&raal and Appeal Board is set to conclude ontSegber 15, 2010.

In January 2006, we filed a complaint in the Uni&dtes District Court for the Central District@dilifornia against Protus asserting
causes of action for violation of the Federal Thtage Consumer Protection Act, trespass to cha#tetbunfair business practices as a result of
Protus sending “junk faxes” to us and our customfs are seeking statutory and treble damagesnaits' fees, interest and costs, as well
permanent injunction against Protus continuinguitdk fax sending practices. In September 2007 uBrfiled 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®mseeking, among other things, general andaptamages, 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 January 1812.

On September 15, 2006, one of our affiliates fdguatent infringement suit against Integrated Al@mncepts, Inc. (“IGC”) in the
United States District Court for the Northern Distiof Georgia. On October 11, 2007, IGC filed ctawnlaims against us and several other
parties, which the court ordered IGC to replead\pril 23, 2008. IGC filed amended counterclaimshdaly 13, 2008, alleging violations of
Section 2 of the Sherman Act and breach of contl@@ is seeking damages, including treble andtpusndamages, an injunction against
further violations, divestiture of certain asset$orneys'fees and costs. On June 13, 2008, we moved to sisimé amended counterclaims,
on August 28, 2008, we moved to stay the actiordipgnthe appeal in the 2005 case against Venairieed above, which involves the same
patents and claims at issue in the IGC action. €brdrary 18, 2009, the Court granted our motioridg the case pending the conclusion of the
Venali appeal.
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On December 12, 2006, Venali filed suit againsnufie 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 USPTO &mxamination of the ‘004 Patent, which
request was granted on July 27, 2007. On August@@7, the court granted our motion to stay th@agiending the reexamination. The
USPTO recently issued a Notice of Intent to Issu&xa Parte Reexamination Certificate.

On May 9, 2007, Bear Creek Technologies, Inc. (fBewreek”) filed suit against us in the United S¢abestrict Court for the Eastern
District of Texas, alleging infringement of U.S.t&at Number 6,985,494 (the “ ‘494 patent”). Beae€lk is seeking damages in at least the
amount of a reasonable royalty, a permanent injpmetgainst continued infringement, treble damagterneys’ fees, interest and costs. On
June 29, 2007, we filed an answer to the comptieniying liability, asserting affirmative defenseslasserting counterclaims of non-
infringement and invalidity. On September 21, 20B&ar Creek filed its reply to our counterclaimsnging each one. On February 11, 2008
we filed a request for reexamination of tH84 patent with the USPTO. On February 28, 2008 Cburt stayed the case during the penden
the reexamination proceedings. On April 18, 2088,WSPTO granted the reexamination request. Oruggpd 2, 2009, the USPTO finally
rejected the reexamined claims, and Bear Creeddad file a response within the prescribed timagaOn June 16, 2009, the USPTO issued a
right to appeal the examiner ' s rejection. BeereR filed its appeal on September 16, 2009. \eéd fiur response to Bear Creek’s appeal on
October 14, 2009 and are awaiting an answer fraJtBPTO examiner. On September 10, 2009, the Cadntinistratively Closed’the cas:
pending resolution of the reexamination.

In November 2008, we and one of our affiliatesdfitelawsuit against Zilker Ventures, LLC and Chedsat.com, LLC (collectively,
“Zilker”) in the United States District Court fohé Central District of California alleging infringeent of our eFax trademark and for false
advertising in violation of § 43(a) of the LanhamtAand California’s Business and Professions CAd®@0 et seq. We are seeking an
accounting for Zilker’s profits, our lost profitattorney fees, interest and costs, as well asrag@nt injunction against Zilker’'s trademark
infringement and false advertising activities. December 23, 2008, Zilker filed a counterclaim segla declaration that our eFax trademark
is generic or merely descriptive and not entitledrademark protection or registration and thakétils use of the eFax mark was a fair use.
Zilker is seeking to recover attorney fees andscostiddition to declaratory relief. On Septembgr2009, Zilker filed a motion for summary
judgment that it did not infringe our eFax marld dot engage in false advertising, and on its claina declaration that our eFax marl
generic or merely descriptive. We responded taribon on September 21, 2009. We are awaitingcésib® from the Court. Trial is
currently set for November 24, 2009.

We do not believe, based on current knowledge,ahgtof the foregoing legal proceedings or claiskiely 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 arattould materially affect our consolidated finahposition, results of operations or cash
flows in a particular period. We have not accrusdaf loss contingency relating to these legal pedtegs because unfavorable outcomes are
not considered by management to be probable oomah$y estimable.
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Item 1A. Risk Factors

In addition to the other information set forth mstreport, before deciding to invest in j2 Globato maintain or increase your
investment, you should carefully consider the fexctiscussed in Part I, ltem 1A “Risk Factors” ur &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 advgrafected. The 10-K Risk Factors are not the amigs we face. Additional risks and
uncertainties not presently known to us or thatweently deem immaterial also may impair our basgoperations. 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

None.

Item 5. Other Information

None.
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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 &xga Act of 1934, the registrant has duly causisdéport to be signed on its ber
by the undersigned thereunto duly authorized.

j2 Global Communications, Inc.

Date November 4, 200 By: /s/ NEHEMIA ZUCKER
Nehemia Zucke
Chief Executive Officer
(Principal Executive Officer

Date November 4, 2009 By: /s/ KATHLEEN M. GRIGGS
Kathleen M. Grigg:
Chief Financial Officer
(Principal Financial Officer
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INDEX TO EXHIBITS

Exhibit Number Description
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 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

/sl NEHEMIA ZUCKER

Nehemia Zucke
Chief Executive Officer
Dated: November 4, 20( (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. | have reviewed this quarterly report on Forn-Q of j2 Global Communications, Inc

2. Based on my knowledge, this report does not coraain 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

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

4. The registrans other certifying officer and | are responsible dstablishing and maintaining disclosure contemid 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 proceduresused such disclosure controls and procedures 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, particularly dgrithe period in which this report is being prepa

(b) Designed such internal control over finaneggdorting, or caused such internal control ovearfitial reporting to be designed under
our supervision, to provide reasonable assurargagdiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principl

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntbd report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;
and

(d) Disclosed in this report any change in the regid’'s internal control over financial reporting thatowed during the registre's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; €

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 otmbver financial reporting which are
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refgmahcial information; an

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

/sl KATHLEEN M. GRIGGS

Kathleen M. Griggs
Chief Financial Officer
Dated: November 4, 20( (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 Form-Q for the quarter ended September 30, 2009 “Repor”) fully complies with th
requirements of Section 13(a) or 15(d), as appléads the Securities and Exchange Act of 1934raended; an

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

/sl NEHEMIA ZUCKER

Nehemia Zucke
Chief Executive Officer
Dated: November 4, 20( (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 FornQLfir the quarter ended September 30, 2009 fullggies with the requirements of Sect
13(a) or 15(d), as applicable, of the Securities Exchange 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: November 4, 20( (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



