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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
j2 Global Communications, Inc.

Condensed Consolidated Balance Sheets
(Unaudited, in thousands)

March 31, December 31
2010 2009
ASSETS
Cash and cash equivalel $ 184,00 197,41:
Shor-term investment 38,38¢ 31,38:
Accounts receivable, net of allowances of $2,922 $3,077 respectivel 11,64« 11,92¢
Prepaid expenses and other current a: 7,26 13,07¢
Deferred income taxe 2,65¢ 2,657
Total current asse 243,96: 256,45!
Long-term investment 41,95¢ 14,88
Property and equipment, r 11,86( 13,36¢
Goodwill 90,117 81,25¢
Other purchased intangibles, | 41,57¢ 39,09:
Deferred income taxe 8,82 8,71i
Other assets 36E 22¢
Total asset $ 438,66 414,00:
LIABILITIES AND STOCKHOLDERS' EQUITY
Accounts payable and accrued expet $ 16,56« 15,94
Income taxes payab 18,64 1,56:
Deferred revenue 12,61¢ 11,41
Total current liabilities 47,82: 28,91t
Liability for uncertain tax position 32,20¢ 46,82(
Other long-term liabilities 3,36: 2,09¢
Total liabilities 83,39: 77,82¢
Commitments and contingenci — —
Preferred stock, $0.01 par value. Authorized 1 000.and none issue — —
Common stock, $0.01 par value. Authorized 95,000 &March 31, 2010 and December 53C 52¢
2009; total issued 52,980,844 and 52,907,691 skandarch 31, 2010 and December
31, 2009, respectively, and total outstanding 4@,306 and 44,227,123 shares at March
31, 2010 and December 31, 2009, respecti
Additional paic-in capital 149,89! 147,61¢
Treasury stock, at cost (8,680,568 shares at M&8i2010 and December 31, 20 (112,67)) (112,67))
Retained earning 319,30¢ 301,67(
Accumulated other comprehensive i (1,787) (975)
Total stockholder equity 355,27 336,17.
Total liabilities and stockholders’ equity $ 438,66 414,00:

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

Three Months Ended March 31,

2010 2009
Revenues
Subscribel $ 59,547 % 59,640
Other 733 751
60,280 60,391
Cost of revenues (including share-based compemsati$329 and $281 for the three months of 10,266 11,392

2010 and 2009, respectively)

Gross profit 50,014 48,999
Operating expense

Sales and marketing (including share-based compiensa $491 and $377 for the three 11,152 8,885

months of 2010 and 2009, respective

Research, development and engineering (includiageshased compensation of $220 and 2,909 2,943

$196 for three months of 2010 and 2009, respegb

General and administrative (including st-based compensation of $1,901 and $1,441 fc 11,494 10,706

three months of 2010 and 2009, respectively)

Total operating expenses 25,555 22,534
Operating earning 24,459 26,465
Interest and other income, net 192 142
Earnings before income tax 24,651 26,607
Income tax expense 7,015 7,955
Net earning: $ 17636 $ 18,652
Net earnings per common sha

Basic $ 040 $ 0.43

Diluted $ 039 § 0.42
Weighted average shares outstand

Basic 44,250,521 43,627,071

Diluted 45,421,18( 44,728,911

See Notes to Condensed Consolidated Financial Statents




j2 Global Communications, Inc.

Condensed Consolidated Statement of Cash Flows

(Unaudited, in thousands)

Three Months Ended

Cash flows from operating activitie
Net earning: $
Adjustments to reconcile net earnings to net caskigled by operating activitie
Depreciation and amortizatic
Shar+based compensatic
Tax deficiency (excess tax benefits) from s-based compensatic
Provision for doubtful accoun
Deferred income taxe
Decrease (increase) i
Accounts receivabl
Prepaid expenses and other current a:
Other asset
(Decrease) increase |
Accounts payable and accrued expet
Income taxes payab
Deferred revenu
Liability for uncertain tax position
Other

Net cash provided by operating activit

Cash flows from investing activitie
Purchase of availat-for-sale investment
Purchases of property and equipm
Acquisition of businesses, net of cash rece
Purchases of intangible assets

Net cash used in investing activiti

Cash flows from financing activitie
Repurchases of common stock and restricted ¢
Issuance of common stock under employee stock paecplar
Exercise of stock optior
(Tax deficiency) excess tax benefits from shareeba®mpensation

Net cash (used in) provided by financing activi

Effect of exchange rate changes on cash and casvaénts

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

Cash and cash equivalents at end of period $

March 31,
2010 2009
1763t % 18,65:
3,96¢ 3,65¢
2,941 2,29¢
40¢€ (5)
482 347
(110 (440
(81) (14€)
924 10¢
16 8
774 (1,482)
5,08¢ 6,77¢
491 (339)
1,527 1,725
62€ (3)
34,68¢ 31,15:
(33,87H —
(86) (721)
(10,23) (11,904
(2,692) (423)
(46,89() (13,049
(613) (39
28 33
327 42
(40€) 5
(664) 46
(53€) (717
(13,409 17,43:
197,41: 150,78
184,00¢ $ 168,21

See Notes to Condensed Consolidated Financial Statents

-5-




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2010
(UNAUDITED)

1. Basis of Presentatior

j2 Global Communications, Inc. (“j2 Global”, “our*us” or “we”) is a Delaware corporation founded in 1995. By lagérg the powe
of the Internet, we provide outsourced, vahdsled messaging and communications services taduodils 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®, 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 beenrptejpaaccordance 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 ofgR&ation S-X issued by the Securities and Excha@gamission (“SEC")Accordingly, they
do not include all of the information and note thscres required by GAAP for complete financiatete@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 statemerdsldhbe read in conjunction with the audited finahstatements and related notes for the-
ended December 31, 2009 included in our Annual RepoForm 10-K filed with the SEC on February 2810. Accordingly, significant
accounting policies and other disclosures nornyabvided have been omitted since such items actodisd therein.

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

Use of Estimates

The preparation of consolidated financial states@nticcordance with GAAP requires management keraatimates and
assumptions that affect the reported amounts eftassd liabilities at the date of the financiatsments, including judgments about investi
classifications, and the reported amounts of netimee and expenses during the reporting periocarOongoing basis, management evaluates
its estimates based on historical experience andoaus other factors that we believe to be realenunder 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 tbkime of credit card declines and

past due invoices and are based on historical expmer as well as an evaluation of current marketlitmns. On an ongoing basis, manager
evaluates the adequacy of these reserves.




Revenue Recognitic

Our subscriber revenues substantially consist afthip recurring subscription and usage-based fgbih are primarily paid in
advance by credit card. In accordance with GAAPdefker the portions of monthly recurring subscaptand usage-based fees collected in
advance and recognize them in the period earneditiddally, we defer and recognize subscriber ation fees and related direct incremental
costs over a subscriber’s estimated useful life.

Our advertising revenues (included in “other rexesiyprimarily consist of revenues derived by defiig email messages to our
customers on behalf of advertisers. Revenues 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 revenuegtisist of patent license revenues generated licdase agreements that provide
for the payment of contractually determined fulbiggup or royalty-bearing license fees to us inhexme for the grant of a non-exclusive,
retroactive and future license to our patentedrteldyy. Patent revenues also consist of the sgbateints. Patent license revenues are
recognized when earned over the term of the licagseement. With regard to fully paid-up licensmagements, we generally recognize as
revenue in the period the agreement is executegdtmn 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(d)h\iégard to royalty-bearing license
arrangements, we recognize revenue of licensesfae®d during the applicable period. With regargatent sales, we recognize revenue of
the portion of the purchase price over the carryiaige of the patent(s) sold.

Fair Value Measuremen

j2 Global complies with the provisions of FASB ASGpic No. 820, Fair Value Measurements and Disclsu“ASC 820”) in
measuring fair value and in disclosing fair valueasurements. ASC 820 provides a framework for oreagsfair value and expands the
disclosures required for fair value measuremenftsahcial and non-financial assets and liabilities

As of March 31, 2010 and December 31, 2009, theyicey value of cash and cash equivalents, shomt-tavestments, accounts
receivable, interest receivable, accounts payalleued expenses, interest payable and customesitieppproximates fair value due to the
short-term nature of such instruments. The carryeilge of other long-term liabilities approximafes value as the related interest rates
approximate rates currently available to j2 Global.

Concentration of Credit Risk

All of our cash, cash equivalents and marketahteriges are invested at major financial institaggrimarily within the United
States, United Kingdom and Ireland. These instihdiare required to invest our cash in accordaritteour investment policy with the
principal objectives being preservation of capitalfillment of liquidity needs and above marketuiiens commensurate with preservation of
capital. Our investment policy also requires tin@estments in marketable securities be in only lighted instruments, with limitations on
investing in securities of any single issuer. Hoarethese investments are not insured againstabslylity of a total or near complete loss of
earnings or principal and are inherently subje¢héocredit risk related to the continued credittwimess of the underlying issuer and general
credit market risks. At March 31, 2010 and Decen8igr2009, our cash and cash equivalents were anaétt in accounts that are insured u
the limit determined by the appropriate governmiesg@ncy. The amount insured, however, is immalt@ricomparison to the total amount of
our cash and cash equivalents held by these itistituwhich is not insured.




Income Taxe

We must make certain estimates and judgments érrdéting income tax expense for financial statenpemposes. These estimates
and judgments occur in the following areas, amahgrs: (i) calculation of tax credits, benefits atediuctions; (ii) calculation of tax assets and
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 resalhimcrease 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 allowwea against the deferred tax assets that we estimithinot ultimately be recoverable. We
believe that we will ultimately recover a substahthajority of the deferred tax assets recordedwrconsolidated condensed balance sheets.
However, should there be a change in our abiliyetmver our deferred tax assets, our tax provigiounld 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 morellkthan 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 varipassible outcomes. We reevaluate these
uncertain tax positions on a quarterly basis. Eiuation is based on factors including, but imoitéd to, changes in facts or circumstances,
changes in tax law, effectively settled issues uadelit and new audit activity. Such a change aogaition or measurement would result in
recognition of a tax benefit or an additional clearg the tax provision.

Reclassification:

Certain prior year reported amounts have beengsifiled to conform with the 2010 presentation. \&@assified certain cash flows
within operating activities in the consolidatedtstaents of cash flows.

2. Recent Accounting Pronouncement

In December 2007, the FASB issued new accountiigpgoe regarding business combinations. This gaelaiound under FASB
ASC Topic 805, Business Combinations, establishiesiples and requirements for how the acquirea bfisiness (i) recognizes and measures
in its financial statements the identifiable assetsuired, the liabilities assumed and any nonodittg 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 enakkersiof the financial statements to evaluate ther@@nd financial effects of the business
combination. Accordingly, we applied such guidafareacquisitions effected subsequent to Janua?pQ9.

In December 2007, the FASB issued new accountiidpgae regarding noncontrolling interest. This gmick, found under FASB
ASC Topic 810, Consolidation, requires that the emship interests in subsidiaries held by partiégiothan the parent be clearly identified,
labeled and presented in the consolidated baldrests within equity, but separate from the paresqigity. In addition, the amount of
consolidated net income attributable to the paaedtto the noncontrolling interest must be cle@@ntified and presented on the face of the
consolidated statement of operations. This guidate®requires that changes in the parent’s owigemsterest be accounted for as equity
transactions if a subsidiary is deconsolidatedtaatiany retained noncontrolling equity investmasmimeasured at fair value. Furthermore, this
guidance requires that sufficient disclosures lwiged that clearly identify and distinguish betweke interests of the parent and
noncontrolling owners. The provisions of this guida are effective for fiscal years, and interimiges within those fiscal years, beginning on
or after December 15, 2008. The impact of the adopf this guidance was not significant to our solidated financial statements.

In March 2008, the FASB issued new accounting guidaegarding derivative instruments and hedgitigites. This guidance,
found under FASB ASC Topic 815, Derivatives and ¢led, requires enhanced disclosures about a congpdasivative and hedging
activities. These enhanced disclosures will dis¢ldoow and why a company uses derivative instmisig(ii) how derivative instruments and
related hedged items are accounted for; and 6y Herivative instruments and related hedged itaffext a company’s financial position,
results of operations and cash flows. This guidasedfective for fiscal years beginning on or afteovember 15, 2008, with earlier adoption
allowed. The impact of the adoption of this guidam@s not significant to our consolidated finanstatements.

In April 2008, the FASB issued new accounting gakaregarding intangible assets. This guidancendaunder FASB ASC Topic
350, Intangibles — Goodwill and Other, amends #utdis that should be considered in developingwaher extension assumptions used to
determine the useful life of a recognized intangitdset. This guidance is effective for finandiatesnents 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 new accountiidpgce regarding credit derivatives and certagrgotees. 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 guaramtgkin the scope of the guidance. This guidasaffective for reporting periods (annual
or interim) ending after November 15, 2008. Theaetmf the adoption of this guidance was not sigaift to our consolidated financial
statements.

In November 2008, the FASB ratified new accountingdance regarding equity method investments. ghidance, found under
FASB ASC Topic 323, Investments — Equity Method daiht Ventures, clarifies the accounting for derteansactions 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 consoéddinancial statements.

In November 2008, the FASB ratified new accountingdance regarding defensive intangible assets giidance, found under
FASB ASC Topic 350, Intangibles — Goodwill and Qtt&arifies the accounting for certain separatdgntifiable intangible assets which an
acquirer does not intend to actively use but insetechold to prevent its competitors from obtainamgess to them. This guidance requires an
acquirer in a business combination to account fbefansive intangible asset as a separate ungoofuating which should be amortized to
expense over the period the asset diminishes revadlhis guidance is effective for fiscal yearsibeing after December 15, 2008, with early
adoption prohibited. The impact of the adoptionhi$ guidance was not significant to our consokddinancial statements.

In April 2009, the FASB issued three related nesoanting statements regarding other-than-tempadnapgirments, a change in
interim disclosures and additional guidance relébeithe determination of fair value in connectioithwWinancial instruments. This guidance,
found under FASB ASC Topic 320, Investments — Delat Equity Securities, FASB ASC Topic 825, Finahisiatruments and FASB ASC
Topic 820, Fair Value Measurements and Discloswaeseffective for interim and annual reportingipes ending after June 15, 2009. This
guidance amends the other-than-temporary impairggidance in GAAP for debt securities to modify thquirement for recognizing other-
than-temporary impairments, changes the existingairment model and modifies the presentation aeguiency of related disclosures. This
guidance requires disclosures about fair valuénaficial instruments for interim reporting periadswell as in annual financial statements.
These accounting statements provide additionalaggie for estimating fair value in the current ecoimoenvironment and reemphasizes that
the objective of a fair value measurement remainsxat price. If we were to conclude that there basn a significant decrease in the volume
and level of activity of the asset or liability ielation to normal market activities, quoted mankaties may not be representative of fair value
and we may conclude that a change in valuatiomigalke or the use of multiple valuation techniquesy/rbe appropriate. See Note 4 —
Investments and Note 5 — Fair Value Measurements.

In April 2009, the FASB issued new accounting gaitkaregarding business combinations. This guiddoced under FASB ASC
Topic 805, Business Combinations, amends the ga@lesiating to the initial recognition and measweatmsubsequent 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 2008 are applying the requirements of 1
guidance to any acquisitions during fiscal year®86d beyond.

In June 2009, the FASB approved t#ASB Accounting Standards Codification (“Codificationiyhich launched on July 1, 2009,
and is effective for financial statements for iitepor annual reporting periods ending after Sepemis, 2009. The Codification does not
change GAAP, but instead combines all authoritatbe@dards into a comprehensive, topically orgaha@ine 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 is coresied non-authoritative. The impact of the adoptibthis guidance was not significant to our
consolidated financial statements.

In August 2009, the FASB issued Accounting Stanslatddate 2009-05, Fair Value Measurements and &isots (Topic 820)
Measuring Liabilities at Fair Value. This guidaraarifies that in circumstances in which a quoteidgpin 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,alitis the period ending December 31,
2009. The impact of the adoption of this guidawes not significant to our consolidated financiatsments.




In January 2010, the FASB issued Accounting Statsldipdate 2010-06, Fair Value Measurements andd3is@s (Topic 820):
Improving Disclosures about Fair Value Measuremeiitsis guidance amends the disclosure requirentelatged to recurring and nonrecurt
fair value measurements and requires new disclesurghe transfers of assets and liabilities betviesvel 1 (quoted prices in active market
for identical assets or liabilities) and Level Bj(sficant other observable inputs) of the fairn@imeasurement hierarchy, including the reasons
and the timing of the transfers. Additionally, th@dance requires a roll forward of activities amghases, sales, issuance and settlements
assets and liabilities measured using significambgervable inputs (Level 3 fair value measurememtse guidance became effective for the
reporting period beginning January 1, 2010, extapthe disclosure on the roll forward activities Level 3 fair value measurements, which
will become effective for the reporting period bagihg January 1, 2011. Other than requiring addéialisclosures, adoption of this new
guidance has not and is not expected to have Hisagr impact on our consolidated financial sta¢eits. The Company’s adoption of this
updated guidance was not significant to our codatéid financial statements.

In February 2010, the FASB issued updated guidegleéed to subsequent events. As a result olthdsited guidance, public filers
must still evaluate subsequent events throughstheance date of their financial statements, howélvey are not required to disclose the date
in which subsequent events were evaluated in fimsincial statements disclosures. This amendediagee became effective upon its issuance
on February 24, 2010 at which time the Company tdbthis updated guidance.

3. Business Acquisition

We acquired three businesses during the first gquaf10: (1) the voice assets of Reality Telecod) (2) the fax assets of Comodo
Communications, Inc. and (3) the unified messaging) communications assets of mBox Pty, Ltd. Tlaesgisitions are designed to be
accretive and provide us additional customersénibice, fax and unified messaging and communicatinarket. The condensed consolidated
statement of operations and balance sheet as ah\Bdr, 2010 reflects the results of operationdhie$é acquisitions. Total consideration for
these transactions was $11.2 million in cash inow&0.6 million in assumed liabilities consistismictly of deferred revenue. The operations
of these acquired businesses are individually afidatively immaterial to our financial position athe date of the acquisition.

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

Asset Valuation
Customer Relationshiy $ 1,70C
Goodwill 9,30:
Other Intangible Asse 762
Other Asset: 62
Deferred Revenue (610)
Total $ 11,21¢

Customer relationships have useful lives of tefifteen years from the date of acquisition and egsidual. Other intangible assets
have useful lives between one and five years fitogrdiate of acquisition and no residual value. dlssets have useful lives between zero and
three years 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 gudatifseparate recognition. We expect to deduc®d.00 goodwill for income tax purposes o
the next 15 years. There was no research and gewetd acquired or written off in connection witke thusiness acquisition. Transaction costs
from these acquisitions consist of $152,500 fofgssional fees expensed in the three month peridd&March 31, 2010 to General and
Administrative expense.

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

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

March 31, December 31
2010 2009
Due within 1 yea $ 6,77t % —
Due within more than 1 year but less than 5y 39,80" 12,83
Due within more than 5 years but less than 10 y — —
Due 10 years or aftt 2,152 2,05¢
Total $ 48,73¢  $ 14,88’
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The following table summarizes our investmentsgieged as trading and available-for-sale (in thods):

March 31, December 31
2010 2009
Trading $ 17 $ 9
Available-for-sale 48,73¢ 14,88’
Total $ 48,75 $ 14,89¢

The following table summarizes the gross unrealga&ids and losses and fair values for investmentd March 31, 2010 and
December 31, 2009 aggregated by major security (ippthousands):

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
March 31, 2010
Auction Rate and other Debt Securit $ 4798 $ 754 3 — % 48,73¢
December 31, 200!
Auction Rate and other Debt Securit $ 13,99¢ % 891 % — 3 14,881

At December 31, 2009, corporate and auction rate aed preferred securities were recorded as dleifar-sale. The debt securities
have stated maturities through 2037. The prefeseedrities have no stated maturity dates. Tha@aurdte 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 securiwesintend 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 March 31, 2010. At March 31, 2010, ouglb@rm available-for-sale securities are
carried at fair value, with the unrealized gaind &sses reported as a component of stockholdgustye

There were no investments that have been in aralimed loss position for less than 12 months ogéoras of March 31, 2010 and
December 31, 2009.
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Recognition and Measurement of Other-Than-Temporarympairment

We regularly review and evaluate each investmaatthihs an unrealized loss. An unrealized losssewiben the current fair value of
an individual security is less than its amortizedtdasis. Unrealized losses that are determinbd temporary in nature are recorded, net of
tax, in accumulated other comprehensive incomeavailable-for-sale securities, while such lossésted to held-to-maturity securities are not
recorded, as these investments are carried atatrartized cost.

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

Factors considered in determining whether a logsnigorary include:
e the length of time and the extent to which fairmeahas been below co

e the severity of the impairmer

e the cause of the impairment and the financial dosrdiand nee-term prospects of the issu

e activity in the market of the issuer which may tate adverse credit conditions; ¢

e our ability and intent to hold the investment fguexiod of time sufficient to allow for any antieifed recovery

Our review for impairment generally entails:
e identification and evaluation of investments thavd indications of possible impairme

e analysis of individual investments that have falues less than amortized cost, including comatt of the length of time the
investment has been in an unrealized loss positiahthe expected recovery peri

e discussion of evidential matter, including anleaton of factors or triggers that could causevithlial investments to qualify as
having othe-thar-temporary impairment and those that would not stpptbe-thar-temporary impairment; ar

e documentation of the results of these analysesmsred under business polici
e information provided by third party valuation exys

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

For these securities, credit impairment is assessiad) a combination of a discounted cash flow rhtt estimates the cash flows
the underlying securities and a market comparahkthod where the security is valued based upogatidns from the secondary market of
what discounts buyers demand when purchasing sianiletion rate securities. The cash flow model ipocates actual cash flows on the
auction rate securities through the current peagiod then projects the remaining cash flows usifeyamt interest rate curves over the
remaining term. These cash flows are discountadjussnumber of assumptions, some of which inclu@wailing implied credit risk
premiums, incremental credit spreads, and illigyidsk premium among others.

Securities that have been identified as other-tearporarily impaired are written down to their @nt fair value. For debt securities
that are intended to be sold, or that managemeietvbs it is more-likely-than-not will be requiréal be sold prior to recovery; the full
impairment is recognized immediately in earnings.

For available-for-sale and held-to-maturity sedesithat management has no intent to sell andvadithat it is more-likely-than not
that it will not be required to sell prior to re@y, only the credit loss component of the impaimtvie recognized in earnings, while the rest of
the fair value impairment is recognized in othempoehensive income. The credit loss component rézed in earnings is identified as the
amount of principal cash flows not expected todmeived over the remaining term of the security.

During the second quarter 2009, we reclassifiethoeinvestments from held-to-maturity to availabide-sale as we intend to sell our
corporate and auction rate debt and preferred giesurWe arrived at this conclusion based orsibaificant erosion in the credit worthines:
the issuers. Accordingly, we determined that trsesririties were other-thaamporarily impaired resulting in an impairmentdescognized i
earnings of $9.2 million for the year ended Decen#de 2009.
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During the fourth quarter of 2009, we determineat ttine auction rate security was other-than-tenmpppienpaired and recorded an
impairment loss of $0.2 million for the year end®dskcember 31, 2009. During the fourth quarter @f®@ve sold an auction rate security
which was previously determined to be other thampierarily impaired and recognized a gain on the sathe amount of $1.8 million which
was recorded within interest and other income withe consolidated statement of operations foyéze ended December 31, 2009.

5. Fair Value Measurements

j2 Global complies with the provisions of ASC Too. 820, Fair Value Measurements and Disclosu®&S¢ 820"), which defines
fair value, provides a framework for measuring faitue and expands the disclosures required fovédile measurements of financial and non-
financial assets and liabilities. ASC 820 clarifibat fair value is an exit price, representingdheunt that would be received to sell an ass
paid to transfer a liability in an orderly trandantbetween market participants. As such, fair gatua market-based measurement that is
determined based on assumptions that market geattits would use in pricing an asset or a liabikty.a basis for considering such
assumptions, ASC 820 establishes a thierevalue hierarchy, which prioritizes the inputged in the valuation methodologies in measuriirg
value:

- Level 1- Observable inputs that reflect quoted prices (wretdfl) for identical assets or liabilities in aetimarkets
. Level 2— Include other inputs that are directly or indirgatbservable in the marketplau
- Level 3— Unobservable inputs which are supported by little@ market activity

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

We measure our cash equivalents and investmefds atlue. Our cash equivalents short-term investis and other debt securities
are primarily classified within Level 1. Investmgfin auction rate securities are classified witkéwel 3. The valuation technique used under
Level 3 consists of a discounted cash flow analgieh includes numerous assumptions, includingaifieg implied credit risk premiums,
incremental credit spreads and illiquidity risk miams, among others and a market comparables nadagk the security is valued based u
indicators from the secondary market of what distebuyers demand when purchasing similar auctitsmgecurities. There was no change in
the technique during the period. Cash equivalantsmarketable securities are valued primarily gisinoted market prices utilizing market
observable inputs. Our investments in auction satairities are classified within Level 3 becausedlare no active markets for the auction rate
securities and therefore we are unable to obtaiegandent valuations from market sources. Sontieedhputs to the cash flow model are
unobservable in the market. The total amount aétasseasured using Level 3 valuation methodolagipsesented less than 1% of our total
assets as of March 31, 2010.

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

March 31, 201( Level 1 Level 2 Level 3 Fair Value
Cash $ 184,00¢ $ — $ — $ 184,00¢
Certificates of Depos 31,59: — — 31,59:
Equity Securities 17 — — 17
Debt securities issued by the U.S. Treasury anerdthS. government
corporations and agenci 3,52¢ — — 3,52¢
Debt securities issued by foreign governm 1,88¢ — — 1,88¢
Corporate debt securiti 41,46: — — 41,46:
Auction Rate Securitie — — 1,85¢ 1,85¢
Total $ 262,49 $ — $ 1,85¢ $ 264,35:
December 31, 2009 Level 1 Level 2 Level 3 Fair Value
Cash $ 197,41 $ — 3 — 3 197,41
Certificates of Depos 31,37 — — 31,37
Equity Securitie: 9 — — 9
Debt securities issued by foreign governm 1,89: — — 1,89:
Corporate debt securitir 11,21« — — 11,21
Auction Rate Securitie — — 1,781 1,781
Total $ 241,89t $ — $ 1,781 $ 243,67¢
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The following table provides a summary of changefir value of our Level 3 financial assets adafrch 31, 2010 (in thousands):

Level 3 Financial
Assets
Three Months
Ended
March 31, 2010

Beginning Balanc: $ 1,781
Total gains (losse« realized/unrealize
Included in earnings (other than temporary impairty —
Not included in earning 7
Purchases, issuances and settlerr —
Sales —
Transfers in and/or out of Level —

Balance, March 31, 2010 $ 1,85¢

o

Total losses for the period included in earnindatiiey to assets still held at March 31, 2010 $ —

Losses associated with other-than-temporary impaitmare recorded as a component of other incédains and losses not
associated with other-than-temporary impairmergsacorded as a component of other comprehensioeia.

6. Goodwill and Intangible Assets

Goodwill represents the excess of the purchase pner the fair value of the net tangible and idieie intangible assets acquired in
a business combination. Intangible assets resuitimg the acquisitions of entities accounted fdngshe purchase method of accounting are
recorded at the estimated fair value of the assefaired. 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 basechupg 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 three months endediMat, 2010 are as follows (in
thousands):

Balance as o Foreign Balance as o
January 1, Exchange March 31,
2010 Additions Deductions Amortization Translation 2010
Goodwill $ 81,25¢ % 9,32t % — % — % (466) $ 90,117
Intangible assets with indefin
lives 7,06¢ 22t — — — 7,29¢
Intangible assets subject to
amortization 32,02: 4,77( — (2,428 (80) 34,28t
$ 120,34¢  $ 14,32  $ —  $ (2,428 % (54€) $ 131,69!

Intangible assets with indefinite lives relate paiity to certain trade names and trademarks. Adarich 31, 2010, intangible assets
subject to amortization relate primarily to theldaling (in thousands):

Weighted-Average

Amortization Historical Accumulated
Period Cost Amortization Net
Patents 8.9 years $ 29,927 % 14,25; % 15,67¢
Technology 4.8 years 2,99¢ 1,671 1,32
Customer relationshig 8.0 years 17,08: 6,531 10,55(
Trade name 13.8 years 9,351 2,61° 6,73¢€
Total $ 59,35! $ 25,06¢ $ 34,28t
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Amortization expense, included in general and adstrative expense, during the three-month perioded March 31, 2010 and 2009
approximated $2.4 million and $1.9 million, respesly. Amortization expense is estimated to apprate $7.6 million, $5.0 million, $4.4
million, $3.8 million and $3.5 million for fiscalgars 2010 through 2014, respectively, and $12.Homithereafter through the duration of the
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 timeeglo not believe that such matters, individualynathe aggregate, will have a material
adverse effect on our future consolidated restltperations, cash flows or financial conditionr Bdditional information on litigation matte|
see Part Il, Item 1.Legal Proceedings

Credit Agreement

On January 5, 2009, we entered into a Credit Ageseifthe “Credit Agreement”) with Union Bank, N.@Lender”) in order to
further enhance our liquidity in the event of pdigiracquisitions or other corporate purposes. Chedit Agreement provides for a
$25.0 million revolving line of credit with a $2rBillion letter of credit sublimit. The facility isnsecured (except to the limited extent desci
below) and has never been drawn upon. Revolvingsloaay be borrowed, repaid and re-borrowed untiidey 5, 2011, on which date all
outstanding principal of, together with accrueceiest on, any revolving loans will be due. We megppy the loans and terminate the
commitments at any time, with generally no premaompenalty.

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

° LIBOR plus a margin equal to 1.50% for interestiqas of 1, 2, 3 or 6 months (tIFixed Interest Ra”); or
° the“Base Rat’, defined as the highest of (i) the reference ragffiact as determined per the agreement, (ii) ¢derfal funds ra:
in effect as determined per the agreement plusrgimaqual to 0.5% and (iii) the 1 month LIBOR re

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 peridlermpplicable LIBOR interest rate period.

Pursuant to the Credit Agreement, Phone PeopleikgddCorporation, a wholly-owned U.S. subsidiaryb6lobal, 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 LeRdéure 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®ib) of EBITDA (as defined in the Credit Agreemefat) 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 entered into a Security Pledge Agreemleereby j2 Global grants to Lende
security interest in 65% of the issued stock dbjabal Holdings Limited, a wholly owned Irish suthsiry of j2 Global. We will also be
required to grant a security interest to Lende8586 of the issued stock of any future non-U.S. Basgnificant subsidiary.

The Credit Agreement contains customary affirmagind negative covenants, including covenants tmét 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 arglid asset levels and limit
the amount of operating lease obligations that beagssumed.

The Credit Agreement includes customary eventsetdudt that include, among other things, paymefaults, inaccuracy of
representations and warranties, covenant defamétterial 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.fateh quarter we update our
estimate of the annual effective tax rate, andiifestimated tax rate changes we make a cumuladijvstment. Our annual effective tax rate is
normally lower than the 35% U.S. federal statut@atg and applicable apportioned state tax rat@sgoily due to anticipated earnings of our
subsidiaries outside of the U.S. in jurisdictiontsane our effective tax rate is lower than in th& UFor the quarter ended March 31, 2010, our
estimated effective tax rate was 28.5%. We dgnotide for U.S. income taxes on the undistribwgachings of our foreign operations since
we intend to reinvest them in our foreign jurisaios.

We had approximately $11.5 million in net defertaxl assets as of March 31, 2010 related primavilyet operating loss
carryforwards, capital losses and as a resultféérénces in share-based compensation betweerinauncfal 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 assegt@mount that is more likely that not to be
realized. The net deferred tax assets shouleddezed through future operating results and thensl of temporary differences.

As of March 31, 2010 and December 31, 2009, we#a2d2 million and $46.8 million, respectively, iabilities for uncertain income
tax positions. The decrease in liabilities for utai@ income tax positions was the result of usitgeffectively settled the transfer pricing
portion of the tax audit by the Internal Revenuevige relating to the Company’s income tax retuiors2004 through 2008. As this settlement
was not paid prior to March 31, 2010, we classitiegl anticipated payout within income taxes payabterued interest and penalties related to
unrecognized tax benefits are recognized in inctarexpense on our consolidated statement of apesat

Cash paid for income taxes was $0.4 million and Zer the three months ended March 31, 2010 an@,2@3pectively.

Certain tax payments are prepaid during the yedirasiuded within Prepaid expenses and other ctiegsets on the consolidated
balance sheet. Our prepaid tax payments were $liémand $7.2 million at March 31, 2010 and Dedem31, 2009, respectively.

In 2008, the Governor of California signed into laaw tax legislation that suspended the use of NfoL&ax years beginning on or
after January 1, 2008 and 2009. Despite the Compaviyng taxable income in 2008 and 2009, the Compaas not permitted to utilize its
California NOLs generated in prior years to offéés taxable income for purposes of determiningapglicable California income tax due.
Current law reinstates use of NOLs in tax yearsrieng on or after January 1, 2010.

We are currently under audit by the Internal Reee8arvice for tax years 2004 through 2008 (althcaghktated above the transfer
pricing issues have been effectively settled) at agethe California Franchise Tax Board for taange2005 through 2007 and by the lllinois
Department of Revenue for tax years 2005 and 2006possible that these audits may conclude émnigxt 12 months and that the
unrecognized tax benefits we have recorded inioelad these tax years may change compared taabiditles recorded for these periods.
However, it is not currently possible to estimdte &amount, if any, of such change. We are alsorwnatdit by various other states for non-
income related taxes.
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9. Stock Options and Employee Stock Purchase Ple

Our share-based compensation plans include oum8esmended and Restated 1997 Stock Option Plary, 30dck Plan and 2001
Employee Stock Purchase Plan. Each plan is desichidew.

The Second Amended and Restated 1997 Stock Opton(the “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 M&%th2010, 3,302,622 shares underlying options #4840 shares of restricted stock were
outstanding under the 1997 Plan, all of which curgito be governed by the 1997 Plan.

The 2007 Stock Plan (the “2007 Plan”), providestfar granting of incentive stock options, nonqugdifstock 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 PGYY 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 jBlgall’'s common stock on the date of grant for natusory stock options. As of March 31,
2010, 1,167,881 shares underlying options and B21sRares 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 agfivitr the three months ended March 31, 2010:

Weightedo- Weighted-Average

Average Remaining Aggregate
Number of Exercise Contractual Intrinsic
Shares Price Term (in years) Value
Outstanding at January 1, 20 4,480,59. $ 13.15
Grantec 10,00( 20.7z
Exercisec (26,09¢) 12.5¢
Cancelec (3,997 24.91]
Outstanding at March 31, 2010 4,460,50: 13.1¢ 4¢ g 49,309,16
Exercisable at March 31, 20 3,072,54. 9.4t 3 g 44,365,64
Vested and expected to vest at March 31, ¢ 4,217,18 ¢ 12.77 47 ¢ 48,327,95

For the three months ended March 31, 2010, we guat®,000 options to purchase shares of commohk ptasuant to the 2007 Plan.
These stock options vest 20% per year and expiseafs from the date of grant.

The per share weighted-average grdete fair values of stock options granted durirgttiree months ended March 31, 2010 and !
were $10.61 and $9.48, respectively.

The aggregate intrinsic values of options exercihgthg the three months ended March 31, 2010 808 %vere $246,872 and
$35,599, respectively.

As of March 31, 2010 and December 31, 2009, unmgized stock compensation related to non-vestecedhased compensation
awards granted under the 1997 Plan and the 200i7aBlaroximated $16.9 million and $18.9 million,pestively. Unrecognized stock
compensation expense related to non-vested shaestHoampensation awards granted under these glempécted to be recognized ratably
over a weighted-average period of 2.9 years the.remaining requisite service period).
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Fair Value Disclosure

We use the Black-Scholes option pricing model foudate the fair-value of each option grant. Thpeoted volatility for the three
months ended March 31, 2010 is based on historaatility of our common stock. We elected to use simplified method for estimating the
expected term. Under the simplified method, theeeigd term is equal to the midpoint between théingperiod and the contractual term of
the stock option. The risk-free interest rate isdobon U.S. Treasury zero-coupon issues with a ¢guml to the expected term of the option
assumed at the date of grant. Estimated forfertates were 14.1% as of March 31, 2010 and 2009.

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

Three Months Ended March 31,

2010 2009
Risk-free interest rat 2.9% 2.3%
Expected term (in year 6.5 6.5
Dividend yield 0% 0%
Expected volatility 48% 55%
Weightec-average volatility 48% 55%

Restricted Stoc

We have awarded restricted stock and restrictazk sinits to our board of directors and senior gpaffsuant to the 1997 Plan and the
2007 Plan. Compensation expense resulting fromictst stock and restricted unit grants is measatddir value on the date of grant and is
recognized as share-based compensation expensa fiveryear vesting period. During the three msrghded March 31, 2010, we granted
10,000 restricted stock units. We recognized $lilliom of compensation expense in the three moetided March 31, 2010 related to
restricted stock and restricted stock units. AMafch 31, 2010, and December 31, 2009, we havecagrézed share-based compensation cost
of approximately $13.4 million and $14.4 milliorspectively, associated with these shares and Tits cost is expected to be recognized
over a weighted-average period of 3.4 years fordsvand 4.9 years for units.

Restricted stock award activity for the three merghded March 31, 2010 is set forth below:

Weighted-
Average
Grant-Date
Shares Fair Value
Nonvested at January 1, 20 947,83 % 19.3¢
Granted — —
Vested (71,260) 18.2¢
Cancelec — —
Nonvested at March 31, 20. 876,57 $ 19.4¢
The following table represents stock unit actifdy the three months ended March 31, 2010:
Weighted- Weighted-Average
Average Remaining Aggregate
Number of Exercise Contractual Intrinsic
Shares Price Term (in years) Value
Outstanding at January 1, 2C — $
Grantec 10,00(
Exercisec —
Canceled —
Outstanding at March 31, 2010 10,00( 34 g 233,50(
Exercisable at March 31, 2010 —
Vested and expected to vest at March 31, 2010 6,09¢ $ 34 g 142,41
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Share-Based Compensation Expense

The following table represents share-based comgiensaxpense included in cost of revenues and tipgraxpenses in the
accompanying condensed consolidated statemenfseddtions for the three months ended March 31, 20002009 (in thousands):

Three Months Ended

March 31,
2010 2009

Cost of revenue $ 32¢ % 281
Operating expense

Sales and marketir 491 377

Research, development and enginee 22C 19€

General and administrative 1,901 1,441

$ 2941 $ 2,29t

Employee Stock Purchase P!

Our 2001 Employee Stock Purchase Plan (the “Puech&m”), provides for the issuance of a maximuriwaf 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 efofffiering period. For the three months
ended March 31, 2010 and 2009, 1,427 and 1,76@shere purchased under the plan, respectivehh feagived upon the issuance of
common stock under the Purchase Plan was $28,@D8$38)000 for the three months ended March 31, 20002009, respectively. As of
March 31, 2010, 1,660,100 shares were availablemth@ Purchase Plan for future issuance.
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10. Earnings Per Share

Basic earnings per share is computed on the ba#ig eveighted-average number of common sharesamaisg. Diluted earnings per

share is computed on the basis of the weightedageemumber of common shares outstanding plus binévei effect of outstanding stock

options, restricted stock, restricted stock unitetber common stock equivalents using the “treastock” method. The components of basic

and diluted earnings per share are as followshngands, except share and per share data):

Three Months Ended March 31,

2010 2009

Numerator for basic and diluted net earnings perroon share
Net earning: $ 17,63¢  $ 18.65:
Denominator
Weightec-average outstanding shares of common s 44,250,52 43,627,07
Dilutive effect of:

Employee stock optior 943,78 1,101,841

Restricted stock 226,87- —
Common stock and common stock equivalt 45,421,18 44,728,91
Net earnings per shat
Basic $ 04C $ 0.4:
Diluted $ 03¢ $ 0.42

For the three months ended March 31, 2010 and 2088 were 745,529 and 924,415 options outstandesgectively, which were
excluded from the computation of diluted earnings ghare because the exercise prices were grbatethe average market price of the

common shares.
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11. Comprehensive Income

The components of comprehensive income were neirggrand accumulated other comprehensive incommp@hensive income
for the three months ended March 31, 2010 and 2088 follows (in thousands):

Three Months Ended March 31,

2010 2009

Net earning: $ 17,63¢  $ 18,65:
Other comprehensive income, net of 1

Foreign currency translation adjustment, nearfbenefit of $268 and $266, respectivi (673) (6239

Amortization of unrealized loss on h-to-maturity securities, net of tax of ¢ — 5

Unrealized gain on available-for-sale investraenet of tax of $38 95 —
Other comprehensive income, net of (57¢) (61€)
Comprehensive income 17,05¢ 18,03¢

12. Geographic Information

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

Three Months Ended March 31,

2010 2009
Revenue:
United State: $ 51,21( % 51,63(
All other countries 9,07( 8,761
$ 60,28( $ 60,39
March 31, December 31
2010 2009
Long-lived assets:
United State! $ 36,547 % 45,37
All other countries 9,59¢ 9,34¢
$ 46,14:  $ 54,72:

13. Subsequent Event:

In May 2010, we purchased for cash the assetsiasstavith the email hosting and email marketingibesses of FuseMail, LLC for
$6.6 million. This acquisition is designed to leer@tive and to provide us additional customerstantinology in the email market. The
financial impact to j2 Global for this transactisnimmaterial as of the date of the acquisition.

In May 2010, our Board of Directors approved a paog authorizing the repurchase of up to ten milsbares of our common stock

through the end of April 30, 2012. On May 4, 204@, entered into a Rule 10b5-1 trading plan witlmaker to facilitate the repurchase
program.
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ltem 2. Management’s Discussion and Analysis of kancial Condition and Results 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.seif®rward-looking statements involve risks, uraiaties 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, 2009 (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 thiesgard-looking statements, which reflect managetsapinions only as of the date hereof.
We undertake no obligation to revise or publiclieese the results of any revision to these forwianking statements. Readers should
carefully review the Risk Factors and the risk dastset forth in other documents we file from tbmé&me with the SEC.

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

o] Sustain growth or profitability, particulaiity light of an uncertain U.S. or worldwide econoanyd the related impact on
customer acquisition and retention rates, custarsage levels and credit and debit card paymeningsg

o] Maintain and expand our customer base and maiotdircrease the average revenue per subsc
o] Continue to expand our business and operaitibasationally in the wake of numerous risksuging adverse currency
fluctuations, difficulty in staffing and managingtérnational operations, higher operating costs parcentage of revenues

or the implementation of adverse regulatic

o] Maintain our financial position, operating reswdted cash flows in the event that we incur new @nticipated costs ¢
income, sales or other tax liabilitie

o] Accurately estimate the assumptions underlyingedigctive worldwide tax rate
o] Maintain favorable relationships with th-party vendors who supply critical elements of ousihess
o] Manage certain risks inherent to our busingssh as costs associated with fraudulent actinitpur customers, a system

failure or security breach of our network, effeetiwvdeploying our billing systems, time and resesroequired to manage
our legal proceedings or adhering to our interoatiols and procedure

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

o] Cost-effectively procure, retain and deplagéaquantities of telephone numbers in desiredtioes in the United States
and abroad

o] Achieve business and financial objectives in lighburdensome domestic and international teleconicatinns, Internet ¢

other regulations including data privacy, secuaityl retention

o] Successfully manage our growth, includingrmttlimited to our operational and personnel-relatsources, and integrate
newly acquired businesse

o] Successfully adapt to technological changes irvéihiee added messaging and communications servidestry;

o] Successfully develop and protect our intéliacproperty, both domestically and internatiopaithcluding our brands,
patents, trademarks and domain names, and aveidginfg upon the proprietary rights of othe

o] Diversify our service offerings and derivermoevenue from those services at acceptable le¥vetturns-on-
investment; an

o] Recruit and retain key personn

In addition, our financial results could be mathyianpacted by risks associated with new accoghpronouncements.
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Overview

j2 Global Communications, Inc. (“j2 Global”, “our*us” or “we”) is a Delaware corporation founded in 1995. By lagérg the powe
of the Internet, we provide outsourced, vahaieled messaging and communications services taidindils 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®, Qfiglayoice® and Electric Mail®.

We deliver many of our services through our gldbldphony/Internet Protocol (“IP”) network, whicpans more than 3,600 cities in
48 countries across six continents. We have crahtedchetwork, and continuously seek to expanthiugh negotiating with U.S. and foreign
telecommunications and co-location providers ftegbone numbers (also referred to as Direct Inviiadl numbers or “DIDs”), Internet
bandwidth and co-location space for our equipméfg.maintain and seek to grow an inventory of tetegghnumbers to be assigned to new
customers. Most of these numbers are “local” (gegd to toll-free), which enables us to providegaying subscribers telephone numbers
with a geographic identity.

Our core services include fax, voicemail, email aalil handling, as well as bundled suites of certdithese services. These are
business services that make our customers momeeeiii more mobile, more cost-effective and mousethan traditional alternatives. We
generate substantially all of our revenue from stibsrs that pay subscription and usage fees. @iplisa fees are referred to as “fixed”
revenues, while usage fees are referred to asahlafirevenues. We also generate revenues fromtpatensing and sales, advertising and
revenue share from our customers’ use of premidentedephone numbers. Of the 11.6 million telephom@bers deployed as of March 31,
2010, approximately 1.3 million were serving paysupscribers, with the balance deployed to fresauithers, including those with premium
rate telephone numbers. We operate in one repersgigiment: value-added messaging and communicagovises, which provides for the
delivery of fax, voice and email messages and conications via the telephone and/or Internet netsork

During the past three years, we have derived aautial portion of our revenues from our DID-basedvices, includingFax,
OneboxandeVoice. As a result, we believe that paying DIDs andrtheenues associated therewith are an importanicietrunderstanding
our business. It has been and continues to beljectore to increase the number of paying DIDs tigloa variety of distribution channels and
marketing arrangements and by enhancing our braagdemess. In addition, we seek to increase revehoesgh a combination of stimulating
use by our customers of usage-based services anduning new services.

We market our services to a broad spectrum of gt customers including individuals, small todiuen-sized businesses and
large enterprises and government organizationsn@uketing efforts include enhancing brand awargnaslizing online advertising through
Internet portals, Internet service providers (“I'§Psearch engines and affiliate programs; andrgethrough both a telesales and direct sales
force. Currently, we have seven primary methodse/bich we acquire paying subscribers: (i) sellingedi through our Websites, targeting
primarily individuals; (ii) attracting direct payanindividual subscribers through various Internattals, ISPs, search engines and affiliate
programs; (iii) promoting our solutions to smallnidd-sized businesses through our Websites tagyetinporate, enterprise and governmental
customers; (iv) converting a portion of our fresdaf customers to a paid solution; (v) selling alutions to large enterprises and
governmental organizations through our direct sfeee; (vi) attracting international individual dbusiness customers through our
international Websites and direct sales force;(aidoffering additional services to our existiogstomers. We continuously seek to extend the
number of distribution channels through which weuae paying customers and improve the cost andmelof customers obtained through
our current channels.

In addition to growing our business organically, keae used acquisitions to grow our customer asgance our technology and
acquire skilled personnel. During 2009, we complébe acquisition of the digital faxing businesd aertain intellectual property of CallWa
Inc., a provider of Internet unified communicati@mutions, and the email business of Quexion, LIDAring 2008, we completed the
following four acquisitions: (a) the fax assetdMtgdiaburst Limited, a UK-based provider of messggiarvices, (b) all of the outstanding
shares of Phone People Holdings Corporation, a-hhSed provider of voice messaging services, Eptsets of Mailwise, LLC, a U.S.-based
provider of email services, and (d) the assets igdiMa, Inc., a U.S.-based provider of fax and gaervices. During 2007, we completed the
following two acquisitions: (a) the assets of YA@nited, a provider of messaging services primarilthe United Kingdom, and (b) the
RapidFAX digital fax business of Easylink Servi¢eternational Corporation.

Through a combination of internal technology depelent and acquisitions, we have built a patenfglastconsisting of multiple
U.S. and foreign patents and numerous pendingdh&foreign patent applications. We generate liognevenues from some of these patt
We intend to continue to invest in patents, to aggively protect our patent assets from unauthdrize and to continue to generate patent
licensing revenues from authorized users. For rmdoemation on our patents and other intellectualperty, please refer to the section entitled
Patents and Proprietary Rights contained in Iteshthis Annual Report on Form 10-K.

For the past three years, 90% or more of our tetanues have been produced by our DID-based ssnidD-based revenues have
increased to $233.4 million from $205.3 million tbe three-year period ended December 31, 2009piitmary reason for this increase was a
20% 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 certain key opergtinetrics for the three months ended March 31, 2012009 (in thousands, except
for percentages and average revenue per payirnghtaie number):

March 31,
2010 2009
Free service telephone numb 10,28: 10,13¢
Paying telephone numbe 1,31F 1,274
Total active telephone numbers 11,59¢ 11,41:

Three Months Ended March 31,

2010 2009

Subscriber revenue

Fixed $ 48,86¢ $ 48,79¢

Variable 10,67¢ 10,84:
Total subscriber revenu $ 59,54 $ 59,64(
Percentage of total subscriber reveni

Fixed 82.1% 81.6%

Variable 17.% 18.2%
Revenues

DID-basec $ 57,43¢ $ 57,44¢

Non-DID-based 2,84~ 2,942
Total revenues $ 60,28( $ 60,39
Average monthly revenue per paying telephone nui(1) $ 14.4C $ 14.8¢

(1) See calculation of average monthly revenue pemggtglephone number at the end of Item 2. Managt's Discussion and Analys
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 preparatf our financial statements. Actual results datiffer significantly from those estimates
under different assumptions and conditions. Ouicatiaccounting policies are described in our 28@8@ual Report on Form 10-K filed with
the SEC on February 23, 2010. During the three hwabded March 31, 2010, there were no significhanhges in our critical accounting
policies and estimates.
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Results of Operations for the Three Months Ended Mch 31, 2010
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 calenéarythe fixed portion of our subscriber
revenues has contributed an increasing percentagsér ttotal subscriber revenues. Subscriber revewaee $59.5 million and $59.6 million 1
the three months ended March 31, 2010 and 2008ectsely. This decrease in subscriber revenuesdwago the continuing shift in product
mix from our higher priced products to corporatd &ower priced products partially offset by an ease in our subscriber base. The increase
in our subscriber base primarily resulted from reelyscribers coming directly to our Websites, fle@aid subscriber upgrades, small to mid-
sized corporate and enterprise sales, direct lmtgrprise and government sales, direct marketistgsdor acquisition of paying subscribers
international sales and business acquisitionsadm ease net of cancellations.

Other RevenuesOther revenues were $0.7 million and $0.8 milfionthe three months ended March 31, 2010 and,2009
respectively. Other revenues consist primarilpatent licensing revenues, patent sale-relatezhreas and advertising revenues generated by
delivering email messages to our free custometsetialf of advertisers. The decrease in other reeenesulted primarily from a reduction in
patent licensing revenues due to the Company angudicensees and reduced advertising as custonaseslowered spending.

Cost of Revenues

Cost of revenues is primarily comprised of cossoamted with data and voice transmission, telephmmmbers, network operations,
customer service, on-line processing fees and emnpdepreciation. Cost of revenues was $10.3anijllor 17% of total revenues, and $11.4
million, or 19% of total revenues, for the threentits ended March 31, 2010 and 2009, respectivélg.decrease in cost of revenues was
primarily due to increased efficiency of networkeogtions 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 egpe@sir Internet-based advertising relationshipsist primarily of fixed cost and
performance-based (cost-per-impression, cost-pek-ghd cost-per-acquisition) advertising relatitips with an array of online service
providers. We have a disciplined return-on-investhaoproach to our Internet-based advertising aaketing spend, which causes sales and
marketing costs as a percentage of total revermuesry from period to period based upon availalplpastunities. However, we have
intentionally increased our sales and marketingyitiess for fiscal 2010 versus fiscal 2009 as weibdo see economic growth. Sales and
marketing expenses were $11.2 million, or 19% tdltecevenues, and $8.9 million, or 15% of totalaewes, for the three months ended March
31, 2010 and 2009, respectively. This increasalessand marketing expenses for the three monthexdearch 31, 2010 was primarily due to
increased international marketing and additionalkesting in free customer plans and in our voiceises.

Research, Development and Engineeri@ur research, development and engineering costsst primarily of personnel-related
expenses. Research, development and engineeritggveae $2.9 million, or 5% of total revenues, 2® million, or 5% of total revenues,
the three months ended March 31, 2010 and 2008 ctsely.

General and AdministrativeOur general and administrative costs consist gmilsnof personnel-related expenses, depreciatimh a
amortization, share-based compensation expenseldiaegxpense and insurance costs. General andiathative costs were $11.5 million, or
19% of total revenues, and $10.7 million, or 18%atél revenues, for the three months ended Mat¢l2@10 and 2009, respectively. The
increase in expense for the three months endegrraarily due to increased amortization resultirg acquisitions and other patents,
compensation costs and a non-recurring reversat@ied taxes recognized during the prior peridsebby decreased professional fee
expense.

-25-




Share-Based Compensation

The following table represents share-based comgiensaxpense included in cost of revenues and tipgraxpenses in the
accompanying condensed consolidated statemenfseddtions for the three months ended March 31, 20002009 (in thousands):

Three Months Ended March 31,

2010 2009
Cost of revenue $ 32¢ % 281
Operating expense
Sales and marketir 491 377
Research, development and enginee 22C 19¢
General and administrati' 1,901 1,441
$ 2941 3 2,298

Non-Operating | ncome and Expenses

Interest and Other Income, ne®ur interest and other income, net is generatiaagpily from interest earned on cash, cash egaiva
and short-term and long-term investments and gaiosses on foreign exchange. Interest and otlvenie, net, was $0.2 million and $0.1
million for the three months ended March 31, 2040 2009, respectively. The increase in interestahdr income, net, was primarily due to
increased interest income offset by losses ondareurrency exchange.

Income Taxes

Our effective tax rate is based on pre-tax incostegutory tax rates, tax regulations (includingstheoelated to transfer pricing) and
different tax rates in the various jurisdictionsathich we operate. The tax bases of our assettiabilities reflect our best estimate of the tax
benefits and costs we expect to realize. When sacgswe establish valuation allowances to redueeleferred tax assets to an amount that
will more likely than not be realized. Income taspense amounted to approximately $7.0 million a8 $nillion for the three months ended
March 31, 2010 and 2009, respectively. Our estchaffective tax rate was 28.5% compared to 29 @%hk three months ended March 31,
2010 and 2009, respectively. This decrease inreseis primarily due to us effectively settling@tpn of our on-going IRS audit, an overall
reduction of accruals of uncertain income tax pasg and an increase in foreign income as a peagentf total income.

Liquidity and Capital Resources
Cash and Cash Equivalents and | nvestments

At March 31, 2010, we had cash and investment264$ million compared to cash and investment2df3$/ million at December
31, 2009. The increase in cash and investmentiedgurimarily from cash provided by operationssetfby cash used in connection with
business acquisitions. At March 31, 2010, cashimvestments consisted of cash and cash equivadé®34.0 million, shorterm investment
of $38.4 million and long-term investments of $4&llion. Our investments are comprised primarify@adily marketable corporate debt
securities, money market funds and certificatedepfosits. For financial statement presentationclagsify our investments primarily as
available-for-sale, thus, they are reported astgrat long-term based upon their maturity datesriSerm investments mature within one year
of the date of the financial statements and lomgi@vestments mature one year or more from the dfthe financial statements. We retain a
substantial portion of our cash in foreign jurigitins for future reinvestment. If we were to reé funds held overseas, we would incur U.S.
income tax on the repatriated amount at an appratérblended federal and state rate of 40%.
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Our long-term investments consist primarily of amngte 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 resuoofinued deterioration of the creditworthinesshef issuers of these securities that we intend
to sell these securities. Accordingly, we recliegithese securities to available-for-sale. Initold, we determined that these securities were
other-than-temporarily impaired and recorded anaimpent of $9.2 million to the condensed consoédattatement of operations. During the
fourth quarter of 2009, we determined that oneianatte security was other-than-temporarily impdiand recorded an impairment loss of
$0.2 million to the consolidated statement of opers. During the fourth quarter of 2009, we sahdaaiction rate security which was
previously determined to be other than temporamilyaired and recognized a gain on the sale intineuat of $1.8 million which was recorded
within interest and other income in the consolidatatement of operations. Based on our abiligciess our cash and other short-term
investments, our expected operating cash flowsoan@ther sources of cash, we do not anticipatéettieof liquidity of these investments to
affect our ability to operate our business as usfadre have been no significant changes in thenitatates and average interest rates for our
investment portfolio and debt obligations subsegteiMarch 31, 2010.

We currently anticipate that our existing cash eash equivalents and short-term investment balaar@égash generated from
operations will be sufficient to meet our anticgdneeds for working capital and capital expendguand 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@witvas $34.7 million and $31.2 million for theermonths ended March 31, 2010 and
2009, respectively. Our operating cash flows resufirimarily from cash received from our subscibaffset by cash payments we made to
third parties for their services, employee compgosand tax payments. Certain tax payments anegileduring the year and included within
prepaid expenses and other current assets on iselimated balance sheet. Our prepaid tax paymesns $2.6 million and $7.2 million at
March 31, 2010 and December 31, 2009, respectiibdye than two-thirds of our subscribers pay uscvedit cards and therefore our
receivables from subscribers generally settle duicRur cash and cash equivalents and short-temesiments were $222.4 million at March
31, 2010.

We currently anticipate that our existing cashhoaguivalents, short-term investments and cashrgitefrom operations will be
sufficient to meet our anticipated needs for wogk@apital, capital expenditures, investment reguéets and commitments.

Net cash (used in) investing activities was apprately ($46.9) million and $(13.0) million for thleree months ended March 31,
2010 and 2009, respectively. For the three monidee March 31, 2010, net cash used in investingites was primarily attributable to the
purchase of available-for-sale investments andnessi acquisitions. For the three months ended Mak¢cB009, net cash used in investing
activities was primarily attributable to businesguaisitions.

Net cash (used in) provided by financing activitiess approximately ($0.7) million and $46,000 foe three months ended March 31,
2010 and 2009, respectively. For the three momds@ March 31, 2010, net cash used in financingites was primarily attributable to the
repurchases of restricted stock and tax deficiéram share-based compensation partially offsetieyetxercise of stock options. For the three
months ended March 31, 2009, net cash providedhaynding activities was primarily attributable tetproceeds from the exercise of stock
options and common shares issued under our empsigeke purchase plan, partially offset by the repase of restricted stock.

Contractual Obligations and Commitments
The following table summarizes our contractual gdtions and commitments as of March 31, 2010:

Payments Due ir
(in thousands)

Contractual
Obligations 2010 2011 2012 2013 2014 Thereafter Total

Operating leases (: $ 1,39 % 157¢ $ 1,72¢ $ 1697 $ 1,71¢ $ 8,72: $ 16,83:
Telecom services ar

co-location

facilities (b) 6,42 1,521 66€ 34z 154 13 9,124
Computer softwar

and related

services (c 74¢ 31C 221 20 — — 1,29¢
Holdback payment (c 1,227 91C — — — — 2,13i
Uncertain tax positior

(e) 15,78¢ — — — — — 15,78¢
Other (f) 607 14¢ 12 — — — 767
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(@)
(b)
(c)
(d)

()
(f)

These amounts represent undiscounted future minineatal commitments under noncancellable le¢

These amounts represent service commitments toustélecommunication provide

These amounts represent software license commig

These amounts represent the holdback amauntsnection with certain business acquisitiors (Sote 3 -Business Acquisitions fc
further details.

These amounts represent future payments relatedcertain tax position:

These amounts primarily represent certain marketimyconsulting arrangemen

As of March 31, 2010, our noncurrent liability fancertain tax positions was $32.2 million. We effifealy settled the transfer pricing

portion of the tax audit by the Internal Revenuevige relating to the Company’s income tax retuiors2004 through 2008. As a result, we
classified the uncertain tax positions associatill the settlement within income taxes payable adelieve these payments pursuant to the
settlement will occur during fiscal year 2010. Thtire payments related to uncertain tax positivange not been presented in the table above,
except as previously discussed, due to the unogrtaf the amounts and timing of cash settlemett thie taxing authorities.
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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 March
31,
2010 2009
(In thousands except avere
monthly revenue per paying
telephone numbe

DID-based revenue $ 57,43 $ 57,44¢
Less other revenut 1,48¢ 1,52¢
Total paying telephone number revenues $ 55,94t $ 55,92!
Average paying telephone number monthly revenuel(tivided by number of month $ 18,64¢ $ 18,64(
Number of paying telephone numb:

Beginning of perioc 1,27¢ 1,23¢
End of perioc 1,31¢ 1,27¢
Average of periot 1,29¢ 1,25¢
Average monthly revenue per paying telephone nui(1) $ 14.4C $ 14.8¢

(1) Due to rounding, individual numbers may nod.ad
Credit Agreement
On January 5, 2009, we entered into a Credit Ageseitthe “Credit Agreement”) with Union Bank, N.@Lender”) in order to

further enhance our liquidity in the event of pditgiracquisitions or other corporate purposes. H&ke not drawn down any amounts under the
Credit Agreement. See Note 7 - Commitments andi@gencies for further details regarding the Crédjteement.
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Item 3. Quantitative and Qualitative Disclosures Aout Market Risk

The following discussion of the market risks we fe@ntains forward-looking statements. Forward-logkstatements are subject to
risks and uncertainties. Actual results could diffeaterially from those discussed in the forwarddimg 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 forwankiog 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 2010.

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, wetaig 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 March 31, 2010, the carrying
value of our cash and cash equivalents approxinfatedalue. Our return on these investments igesilto interest rate fluctuations.

Our short and long-term investments are comprisedapily of readily marketable corporate debt sé@s, money market funds and
certificates of deposits. Investments in fixed raterest earning instruments carry a degree ef@st rate risk. Fixed rate securities may have
their fair market value adversely impacted due tis@in interest rates. Our interest income issme to changes in the general level of U.S.
and foreign countries’ interest rates. Due in pathese factors, our future investment income fadyshort of expectations due to changes in
interest rates.

As of March 31, 2010, we had investments in debuistes with effective maturities greater than gear of approximately $42.0
million. Such investments had a weighted averagklyof approximately 3.57%. As of March 31, 201d &ecember 31, 2009, we had cash
and cash equivalent investments in time deposdsa@mney market funds with maturities of 90 daytess of $184 million and $197.4 million
respectively. Based on our cash and cash equigade short and long-term investment holdingsf&8awvch 31, 2010, an immediate 100
basis point decline in interest rates would de@®as annual interest income by approximately $ziléon.

As of January 5, 2009, we entered into the CredieAment with Lender to be used for working cag@tad general corporate
purposes. If we were to borrow from the Credit Agment we would be subject to the prevailing interates and could be exposed to interest
rate fluctuations.

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

Foreign Currency Risk

We conduct business in certain foreign marketsparily in Canada and the European Union. Our pryneiposure to foreign
currency risk relates to investment in foreign sdibsies that transact business in a functionatlenagy other than the U.S. Dollar, primarily the
Canadian Dollar, Euro and British Pound Sterlingwidver, the exposure is mitigated by our practfogemerally reinvesting profits from
international operations in order to grow that hess.

As we increase our operations in international rearkve become increasingly exposed to changesiiermy exchange rates. The

economic impact of currency exchange rate movemsmifsen linked to variability in real growth, iafion, interest rates, governmental acti
and other factors. These changes, if material,dcoalise us to adjust our financing and operatirsgesjies.
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As currency exchange rates change, translationeoificome statements of the international busirsesse U.S. Dollars affects year-
over-year comparability of operating results. Histally, we have not hedged translation risks beseatash flows from international operations
were generally reinvested locally; however, we mayso 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 matieidalr earnings for the three months ended Matgt2310, amounting to
approximately $(0.9) million for the quarter. AsMfrch 31, 2010, cumulative translation adjustmémthided in other comprehensive income
amounted to approximately $(2.8) million.

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

such hedging risk. However, we may in the futurgagre in hedging transactions to manage our 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 finaalcofficer, performed an
evaluation of j2 Global’s disclosure controls amdgedures (as defined in Rules 13a-15(e) and 1% % the Securities Exchange Act of
1934 (“Exchange Act”)) as of the end of the pemogered by this report. Our principal executivaadf and principal financial officer have
concluded that j2 Globad'disclosure controls and procedures were effettivemsure 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 figstarter ended March 31, 2010 that
have materially affected, or are reasonably likelynaterially affect, our internal control overdincial reporting.
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PART Il. OTHER INFORMATION
Iltem 1. Legal Proceedings
Overview of Legal Proceedings Against Us

From time to time, we are involved in litigationchather disputes or regulatory inquiries that airstihe ordinary course of our
business. Many of these actions involve or arel fieresponse to patent actions filed by us agaithers. The number and significance of these
disputes and inquiries has increased as our busheesexpanded and j2 Global has grown. Any clainmegulatory actions against us, whether
meritorious or not, could be timemnsuming, result in costly litigation, requirersficant management time and result in diversiosighificant
operational resources.

As part of our continuing effort to prevent the utierized use of our intellectual property, we hanitated litigation against the
following companies, among others, for infringingr @atents relating to Internet fax and other mgisggtechnologies: Open Text Corporation
and its Captaris business (“Open Text"), Integraabal Concepts, Inc. (“IGC”), Venali, Inc. (“Velig, Protus IP Solutions, Inc. (“Protus”),
EasyLink Services International Corp. (“EasyLinkid Packetel, Inc. (“Packetel”). In January 2010settled our patent infringement suit
against Comodo Group, Ltd. Three of the patenissae in some of these lawsuits have been reaffittm®ugh reexamination proceedings
with the United States Patent and Trademark Office.

Open Text, Venali, Protus, EasyLink and Packeteéheach filed counterclaims against us, includieeking declaratory judgments of
non-infringement, invalidity and unenforceabilityaur patents. Open Text and Protus have alsotassesunterclaims purporting to allege
antitrust violations of Section 2 of the Shermar &ud California’s Business and Professions Cod&68®0 and 17200. Open Text and Protus
are seeking dismissal of our patent infringemeaints, damages, including treble and punitive damagginctions against further violations
and attorneys’ fees and costs. All of these casebeing litigated in the United States Districtu@dor the Central District of California before
the same judge, who has indicated that the cadkelseaiandled in a coordinated fashion. Discovergli of these cases is underway. Trial is
currently scheduled to begin March 1, 2011. Weadse pursuing claims against Protus in Canada basé&thnadian patents and Protus has
asserted similar anti-competition claims againshugsponse.

On December 24, 2009, COA Network, Inc. filed a ptaint in the United States District Court for thestrict of New Jersey, seeking
declaratory judgment of non-infringement, invadéind unenforceability of several of our pater@n March 3, 2010, we filed an answer to
the complaint and counterclaims asserting that @@®®nges two of our patents. Also on March 3, @@le moved to transfer the case to the
United States District Court for the Central Distiof California, or in the alternative to stay tese. The Court has not yet ruled on that
motion.

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

In January 2006, we filed a complaint in the UniStdtes District Court for the Central District@dlifornia against Protus asserting
causes of action for violation of the Federal Thlage Consumer Protection Act, trespass to chattelunfair 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®meseeking, among other things, general andaptamages, treble damages, punitive
damages, attorneys’ fees, interest and costs, lhasva permanent injunction against us sendingnaore junk faxes. Currently, the action is
stayed pending consideration by the court of juctszhal and standing issues. A hearing on thoatters is scheduled for May 26, 2010.

On September 15, 2006, one of our affiliates fdguatent infringement suit against IGC in the Whiates District Court for the
Northern District of Georgia. On May 13, 2008, I@&d counterclaims alleging violations of Secti@mwf the Sherman Act and breack
contract. IGC is seeking damages, including trebie punitive damages, an injunction against furti@ations, divestiture of certain assets,
attorneys’ fees and costs. On June 13, 2008, wechtavdismiss the amended counterclaims. On Fgbfiga 2009, the Court granted our
motion to stay the case pending the conclusioruofppeal of a summary judgment ruling of non-mgement in another case which involved
the same patents and issues at issue in this agfiodanuary 22, 2010, the Federal Circuit affairitee District Court’s non-infringement
ruling in the other case. On January 29, 2010, ave dhe Court notice of the Federal Circuit's diecisn the appeal of the other case, thereby
lifting the stay. No further proceedings have ocedrthus far.
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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. Digeroy is ongoing in this case. Trial is currentijeduled to begin March 14, 2011.

On May 9, 2007, Bear Creek Technologies, Inc. (‘B&seek”) filed suit against us in the United Ssastrict Court for the Eastern
District of Texas, alleging infringement of U.S.t@a Number 6,985,494 (the “ ‘494 patent”). Beae€k is seeking damages in at least the
amount of a reasonable royalty, a permanent injom@gainst continued infringement, treble damaggsrneys’ 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 counterclaimenging each one. On February 11, 2008,
we filed a request for reexamination of td&4 patent with the USPTO. On February 28, 2008Cburt stayed the case during the penden
the reexamination proceedings. On April 18, 2088,WSPTO granted the reexamination request. Orubgp 2, 2009, the USPTO finally
rejected the reexamined claims and Bear Creeldftdldile a response within the prescribed timefam@n June 16, 2009, the USPTO issued a
right to appeal the examiner’s rejection. Bear Kifiled its appeal on September 16, 2009. We fidadresponse to Bear Creek’s appeal on
October 14, 2009 and are awaiting an answer fraJBPTO examiner. On September 10, 2009, the Cadnbinistratively Closed” the case
pending resolution of the reexamination proceeding.

We do not believe, based on current knowledge,ahgtof the foregoing legal proceedings or claismikiely to have a material
adverse effect on our consolidated financial posijtresults of operations or cash flows. Howevepehding on the 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 ocomah$y estimable.
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Iltem 1A. Risk Factors

In addition to the other information set forth imstreport, before deciding to invest in j2 Globato maintain or increase your
investment, you should carefully consider the fexctiscussed in Part I, ltem 1A “Risk Factors” ur &dnnual Report on Form 10-K for the
year ended December 31, 2009 (“10-K Risk Factors”). If any of these risks occayr business, prospects, financial condition, djega
results and cash flows could be materially advgraffected. The 10-K Risk Factors are not the amlgs we face. Additional risks and
uncertainties not presently known to us or thatweently deem immaterial also may impair our 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.

Iltem 4. Reserved

Item 5. Other Information

None.
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Iltem 6. Exhibits

31.1 Rule 13i-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 Sarbi-Oxley Act of 2002

32.1 Section 1350 Certification of Principal ExecutivéfiGer pursuant to Section 906 of the Sarbi-Oxley Act of 2002

32.2 Section 1350 Certification of Principal Financidfi@er pursuant to Section 906 of the Sarbi-Oxley Act of 2002
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SIGNATURE

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

j2 Global Communications, Inc.

Date May 5, 201! By: /s/ NEHEMIA ZUCKER

Nehemia Zucke
Chief Executive Officer
(Principal Executive Officer

Date May 5, 201! 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 13i-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 Sarbi-Oxley Act of 2002

32.1 Section 1350 Certification of Principal ExecutivéfiGer pursuant to Section 906 of the Sarbi-Oxley Act of 2002

32.2 Section 1350 Certification of Principal Financidfi@er 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. I 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 omiteie 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 operet and cash flows of the registrant as of, andtfe periods presented in this rep

4, The registrar's other certifying officer and | are responsible é&stablishing and maintaining disclosure conteoisl procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and phaes, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b)  Designed such internal control over financial réjpg; or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and predéntthis report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; ant

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during the registrée’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 redgist’s internal control over financial reporting; &

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

(@) All significant deficiencies and materialak®esses in the design or operation of internairotsnover financial reporting which
are reasonably likely to adversely affect the regi¥’s ability to record, process, summarize and refpmhcial 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

/sI NEHEMIA ZUCKER

Nehemia Zucke
Chief Executive Officer
Dated:May 5, 201C (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. I 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 omiteie 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 operat and cash flows of the registrant as of, andtfe periods presented in this rep

4, The registrar's other certifying officer and | are responsible é&stablishing and maintaining disclosure conteoisl procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and praesd or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
us by others within those entities, particularlyidg the period in which this report is being preszh

(b)  Designed such internal control over financial réjpgr; or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assargegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and predéntthis report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; ant

(d)  Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during the registrée's
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the redgist’s internal control over financial reporting; &

5. The registran$’ other certifying officer and | have disclosedsdmh on our most recent evaluation of internal @brawer financie
reporting, to the registrant’'s auditors and theitaadmmittee of registrand’ board of directors (or persons performing theiveden:
functions):

(@  All significant deficiencies and material weaknessethe design or operation of internal contralsrdinancial reporting whic
are reasonably likely to adversely affect the regi¥’s ability to record, process, summarize and refpmhcial 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:May 5, 201C (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 theripany, certify, pursuant to 18 U.S.C. § 1350,dxpged pursuant to 8 906 of the
Sarbanes-Oxley Act of 2002, that:

1. The accompanying quarterly report on Form 1f&Qhe quarter ended March 31, 2010 (the “Repduily complies with the requiremet
of Section 13(a) or 15(d), as applicable, of theusites and Exchange Act of 1934, as amended

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

/sl NEHEMIA ZUCKER

Nehemia Zucke
Chief Executive Officer
Dated:May 5, 201C (Principal Executive Officer

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







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 dfe¢ Company, certify, pursuant to 18 U.S.C. § 1380adopted pursuant to § 906 of the

Sarbanes-Oxley Act of 2002, that:

1. The accompanying quarterly report on Form Lf®Qhe quarter ended March 31, 2010 fully compliéth the requirements of Section 13
(a) or 15(d), as applicable, of the Securities Brchange Act of 1934, as amended;

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

/sl KATHLEEN M. GRIGGSE

Kathleen M. Griggs
Chief Financial Officer
Dated:May 5, 201C (Principal Financial Officer

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







