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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2009
Commission File No. 0-29359

Purple Communications, In
(Exact Name of Registrant as Specified in Its Gita

Delaware 22-3693371
(State or Other Jurisdiction (I.LR.S. Employer Identification No
Incorporation or Organizatior
773 San Marin Drive, Suite 2210, Novato, Califor 9494t
(Address of Principal Executive Office (Zip Code

(415) 408-2300
(Registrar’'s Telephone Numbe
Including Area Code

Indicate by check mark whether the registranth@dg filed all reports required to be filed by Sextl3 or 15(d) the Securities
Exchange Act of 1934 during the preceding 12 modh$or such shorter period that the registrans wejuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days.

Yes: X No:

Indicate by check mark whether the registrant lisnstted electronically and posted on its corpo¥ab site, if any, every
Interactive Data File required to be submitted pasted pursuant to Rule 405 of Regulatiol §&232.405 of this chapter) during the prece«
12 months (or for such shorter period that thestegit was required to submit and post such files).

Yes: No:

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer poaaccelerated filer. See definitic
of “accelerated filer and large accelerated filerRule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer Accelerated Filer Non-accelerated filer

Smaller Reporting Company __ X
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the BExgfe Act).

Yes: No: X

The number of shares of the Regist's common stock, par value $0.01, outstanding @sugfist 1, 2009 was 9,218,54
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Iltem 1. Financial Statements

Assets
Current asset
Cash and cash equivalel

PART I. FINANCIAL INFORMATION

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

Accounts receivable, less allowance for doubtfabamts of $377 in 2009 and 20

Merchandise inventorie
Other current asse

Total current asse

Restricted cas

Property, equipment and leasehold improvements

Goodwill

Identifiable intangible assets, r
Deferred financing cos

Other asset

Total asset

Liabilities and stockholders’ equity
Current liabilities:
Accounts payabl
Accrued expense
Current portion of long term de
Other current liabilitie:

Total current liabilities

Accrued preferred dividenc

Long term debt less current portion, net of dis¢pfifh, 758 and $1,934, in 2009 and 2008, respegt

Other long term liabilitie!

Commitments and contingenci

Stockholder’ equity:

Preferred stock, $.01 par value, authorized: 11 ¥80shares in 2009 and 2008; Series A issued atstboding: 7,736,944 shares in 2!
and 2008 (liquidation value $44,12
Common stock, $.01 par value, authorized: 50,0@gb@res in 2009 and 2008; issued: 9,218,542 4184 387 in 2009 and 2008,

respectively
Additional paic-in capital
Accumulated defici

Treasury stock, at cost, 42,782 and 30,062 shiar@909 and 2008, respective

Total stockholder equity
Total liabilities and stockholde’ equity

The accompanying notes are an integral part oktfinancial statements.

-1-

June 30, December 31
2009
(unaudited) 2008
$ 6,44¢ $ 13,24¢
17,297 15,46
1,72C 38t
1,83¢ 1,21¢
27,30 30,31(
— 35(C
9,472 7,67¢
70,29¢ 70,29¢
52,99( 56,48¢
64t 67t
391 192
$ 161,09 $ 165,98:
$ 5,90« $ 2,27¢
11,49¢ 15,08°
40C 40C
157 19C
17,95¢ 17,95:
5,00¢ 3,271
64,24 67,26¢
89¢ 97t
77 77
92 92
364,71 363,75:
(291,63%) (287,19¢)
(25€) (210)
72,99: 76,51¢
$ 161,09¢ $ 165,98:
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Revenues:
Relay and interpreting servic
Other

Total Revenue

Costs and expenses

PURPLE COMMUNICATIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except share and per share data)
(Unaudited)

Costs of relay and interpreting servi

Cost of othe

Sales and marketir

General and administratiy
Research and developme
Depreciation and amortizatic
Amortization of intangible asse

Total costs and expens

Income (loss) from operatiol

Other income (expense):

Other income
Interest income (expense), |

Total other income (expens

Income (loss) before income tax
Income tax provisiol

Net income (loss
Preferred dividend

Net loss applicable to common stockholc

Loss per common shar
Basic

Diluted

Weighted average shares outstanc
Basic and Diluter

Three Months Ended

Six Months Ended

June 30, June 30,

2009 2008 2009 2008
$ 32,52¢ $ 30,48¢ $ 67,10« $ 58,96¢
— 161 — 747
32,52¢ 30,64¢ 67,104 59,71
19,14( 17,20¢ 38,99( 32,87«
— 24z — 894
2,811 3,531 6,21¢ 5,717
6,761 6,10¢ 13,28¢ 11,97:
1,12¢ 56& 2,63¢ 1,411
96C 227 1,75( 43C
1,74¢ 1,601 3,49¢ 3,03(
32,55¢ 29,48 66,37% 56,320
(25) 1,16¢ 731 3,38¢
17 241 12 241
(1,390) (1,60€) (2,909 (3,273)
(1,373) (1,367) (2,897) (3,032)
(1,39¢) (201) (2,166€) 357
36E — 54C —
(1,763) (2021) (2,706 357
88C 81Z 1,73¢ 1,527
$ (2,649 $ (1,019 $  (4,44)) $ (1,170
$ (0.29) $ (0.11) $ (0.4¢) $ (0.1%)
$ (0.29) $ (0.11) $ (0.4¢) $ (0.1%)
9,154,321 9,159,07 9,215,78! 9,152,20:

The accompanying notes are an integral part oktfinancial statements.
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Balance at January 1, 200!

PURPLE COMMUNICATIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(In thousands, except share data)

Preferred Stock

(Unaudited)

Common Stock

Treasury Stock

Issuance of common stock pursuant to warrant ese — —

Stock based compensati
Repurchase of treasury sha
Accrued preferred divider
Net Loss

Balance at June 30, 2009

Additional Total
Accumulated Stockholders
Number Number Paid in Number
of Shares  Amount of Shares  Amount Capital deficit of Shares  Amount Equity
7,736,94.  $ 77 918438 $ 92 363,75 $ (287,199 30,060 $ (210 $ 76,51¢
34,15¢ — — — — — —
— — — — 96€ — — — 96€
— — — — — — 12,72( (48) (48)
— — — — — (1,735 — — (1,739
— — — — — (2,706 — — (2,706
7,736,94.  $ 77 921854 $ 92 364,71 $  (291,63) 42,78. $ (25¢) $ 72,99¢

-3-

The accompanying notes are an integral part oktfinancial statements.
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PURPLE COMMUNICATIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities
Net income (loss

Adjustments to reconcile net income (loss) to reshcprovided by operating activiti

Depreciation and amortization of fixed ass
Amortization of intangible asse
Amortization of debt discount and deferred finagoaosts
Provision for losses on accounts receiv:
Non cash employee compensat
Loss on interest rate cap agreen
Changes in operating assets and liabilit
Increase in accounts receiva
Increase in merchandise inventor
Increase in other asst
Increase (decrease) in accounts pay
Increase (decrease) in accrued expenses and iaihiétiés
Decrease in deferred rever

Net cash provided by operating activit

Investing activities

Change in other assets and restricted

Acquisition of business, net of acquired c

Deferred acquisition cos

Purchase of property, equipment and leasehold wepnents

Net cash used by investing activit

Financing activities

Proceeds from sale of preferred st
Proceeds from the issuance of debt,
Purchase of treasury sha

Payments made on long term d

Change in other liabilitie

Net cash provided (used) by financing activi

Net change in cash and cash equival
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Supplemental Disclosure of Cash Flow Information:
Cash paid for Intere:

Supplemental Disclosure of No-Cash Investing Activities:
Acquisition of equipment through capital lea

Cash portion of Verizon purchase price withheldrfriinancing

Cash portion of Hands On purchase price withhelthffinancing
Payoff of outstanding Hands On debt withheld franaificing
Financing costs withheld from financii

Acquisition costs withheld from financir

Repayment of credit agreement from proceeds franistsuance of del
Cost of issuance of preferred stock withheld frawcpeds

Accrued preferred stock dividel

(In thousands)
(Unaudited)

Six Months Ended June 30,

2009
$ (2,706

2,16¢
3,49t

(1,839
(1,339
(806)
3,62¢
(3,599

177

35C

(3,966
(3,616

The accompanying notes are an integral part oktfinancial statements.
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2008

(567)
62z
(3,559)
(1,545)
(5,049

1,70(
16,74¢

(200)

()

18,17

22,04:

2,36¢

$ 24,41(

$ 3,32¢

$ 73
44,00(

32,28:

6,015

1,60¢

3,01¢€

3,581

1,15¢

1,521
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PURPLE COMMUNICATIONS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(In thousands, except share and per share data, wds otherwise noted)
(Unaudited)

Note 1 — Basis of Presentation:

The accompanying unaudited condensed consolidateshcial statements have been prepared in accaedatith accountin
principles generally accepted in the United Statedmerica for interim financial information and thithe instructions to Form 10Q-anc
Rule 10-01 of Regulation S-X and include the resolt Purple Communications, Inc. (formerly known@sAmerica, Inc.) and its wholly-
owned subsidiaries (collectively, the “CompanyAccordingly, certain information and footnote dsslires required in financial statem
prepared in accordance with accounting principlesegally accepted in the United States have bepdersed or omitted. The statements
subject to possible adjustments in connection Withannual audit of the Compasyaccounts for the year ended December 31, 200he
opinion of the Compang’ management, the accompanying unaudited finastas@ments contain all adjustments (consisting oflgorma
recurring adjustments except as otherwise disclbszdin), which the Company considers necessaryhioifair presentation of its financ
position as of June 30, 2009 and the results afperations and its cash flows for the three archwinth periods ended June 30, 2009
2008. Results for the interim periods are not nemely indicative of results that may be expectedthe entire year or for any other inte
period. These financial statements should be neadmjunction with the Comparg/audited financial statements and notes theretaded ir
the Company’s Annual Report on Form KOfor the year ended December 31, 2008, which vilasl fwith the Securities and Exchal
Commission on March 31, 2009.

The Company operates in a highly competitive emritent subject to rapid technological change andgemee of new technolog
Although management believes its services are fegeatde to emerging technologies, rapid changetedhnology could have an adve
financial impact on the Company. In addition, adwfe 30, 2009, the Company had 93% of its accoan&vable with the National Exchat
Carriers Association (“NECA”")For the three and six months ended June 30, 2B89Company generated 87% and 87%, respectiveiys
total revenue with NECA compared with 97% and 9végpectively, for the three and six months endee B0, 2008.

The Company has incurred significant operatingdessince its inception and, as of June 30, 2009 ahaaccumulated deficit
$291,635. During the six months ended June 30, 2@9Company recorded a net loss of $2,706 andd®d $177 of cash from operat
activities. As of June 30, 2009, the Company had4®in cash and cash equivalents.

Note 2 — Significant Accounting Policies:

Revenue Recogniti-Relay Services

The Company derives revenue from relay and intémgeservices which are recognized when persuasiidence of a
arrangement exists, the service has been delivénedrates are fixed or determinable and collelitpbis reasonably assured. Using tr
criteria for revenue recognition, revenue is typyceecognized when the services are rendered.

The Company collects sales taxes from its customien required and maintains a policy to clasdifgse tax collections a:
current liability until remitted to the appropriadate agency and a corresponding reduction ofirexe

Endpoint Device Accountir

Endpoint devices primarily consist of Mobile Vidédones and Netbook computers and are treated wwdedifferent accountir
policies. First, endpoint devices that are provite@&nd users at no charge are capitalized as gp&@woymowned asset and amortized ove
assets expected useful life. The amortization expensecisided in costs of relay and interpreting sezsicSecondly, devices that are purch
by the end user at a subsidized price are chagyedst of services at the Company'’s cost of thecgevet of the customer subsidy.

-5-
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Recent Accounting Pronounceme

In December 2007, the FASB issued SFAS 141 (rev2ed7), Business Combination§'SFAS 141(R)"), which establishe
principles and requirements for how an acquireogezes and measures in its financial statemeptgitmtifiable assets acquired, the liabili
assumed, and any noncontrolling interest in an ia@guincluding the recognition and measuremengaddwill acquired in a busine
combination. SFAS 141(R) applies to fiscal yeargim@ing on or after December 15, 2008. Earlier gidopis prohibited. The adoption
SFAS 141 (R) did not have a material effect of@wenpany’s financial condition or results of operas.

In December 2007, the FASB issued SFAS No. 1I86ncontrolling Interests in Consolidated FinanciStatements —an
amendment of ARB No. 5ISFAS 160 amends ARB 51 to establish accountiryraporting standards for the noncontrolling inserie ¢
subsidiary and for the deconsolidation of a subsydilt clarifies that a noncontrolling interestdarsubsidiary, which is sometimes referred |
minority interest, is an ownership interest in ttwsolidated entity that should be reported astgdunithe consolidated financial stateme
Among other requirements, this statement requicesalidated net income to be reported at amountsiticlude the amounts attributable
both the parent and the noncontrolling interestldb requires disclosure, on the face of the dateted income statement, of the amoun
consolidated net income attributable to the paesmt to the noncontrolling interest. SFAS 160 appt fiscal years beginning on or a
December 15, 2008. Earlier adoption is prohibit€de adoption of SFAS 160 did not have a materigdcefon the Company’ financia
condition or results of operations.

In March 2008, the FASB issued SFAS No. 1Bisclosures about Derivative Instruments and Hedghativities, and Amendmt
of FASB Statement No. 133“SFAS 161") amends FASB Statement No. 188¢ounting for Derivative Instruments and Hedgingfivities
(“SFAS 133"),to amend and expand the 35 disclosure requirenténB=AS 133 to provide greater transparency abgutov and why a
entity uses derivative instruments, (ii) how defiva instruments and related hedge items are ateduior under SFAS 133 and its rele
interpretations, and (iii) how derivative instrunteand related hedged items affect an ettifiiancial position, results of operations anch
flows. To meet those objectives, SFAS 161 requireslitative disclosures about objectives and sgiegefor using derivatives, quantitat
disclosures about fair value amounts of gains asgds on derivative instruments and disclosurestaivedit-riskrelated contingent features
derivative agreements. SFAS 161 is effective fa @ompany on January 1, 2009. Management has ésdltize effect of SFAS 161 w
respect to its sole interest rate cap agreemerd.t®the insignificant value of the instrument, 261 did not have a material effect on
Company’s financial condition or results of opesas.

In April 2009, the FASB issued FSP SFAS No 115-@ S8FAS No. 124-2Recognition and Presentation of Other-Theemporar
Impairments, (“FSP No. 115-2 and 124-2") which provides opieral guidance for determining other-theamporary impairments for de
securities. The Company adopted FSP No. 115-2 @deRleffective April 1, 2009. The adoption of FSIB.N15-2 and 122-did not hav
material impact on the Company’s consolidated faferposition, results of operations or cash flows.

In April 2009, the Financial Accounting StandardsaBd (“FASB”) issued FSP SFAS No. 157Bktermining Fair Value When t
Volume and Level of Activity for the Asset or LiibHave Significantly Decreased and Identifyingisactions That Are Not Order{{yFSF
No. 15%-4") which provides additional guidance for estimatiadr fvalue in accordance with SFAS No. 157 whenbkime and level «
activity for the asset or liability have signifidgndecreased. FSP No. 157-4a@mphasizes that regardless of market conditiorsfain valu
measurement is an exit price concept as defineBFAS No. 157, and clarifies and includes additiciaaktors to consider in determin
whether there has been a significant decrease iketnactivity for an asset or

-6-
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liability and provides additional clarification @stimating fair value when the market activity &or asset or liability has declined significar
FSP No. 157-4 is applied prospectively to all faifue measurements where appropriate. The Complopted the provisions of FSP No. 157-
4 effective April 1, 2009. The adoption of FSP N&7-4 did not have a material impact on the Comjmuepnsolidated financial positic
results of operations or cash flows.

In April 2009, the FASB issued FSP-FAS No. 107-8 &#PB 28-1,Disclosures about Fair Value of Financial Instrune( FAS
No. 10%-1/APB 28-1"). This FSP extends to interim periods certain disoles about fair value of financial instruments fablicly tradei
companies and amends APB Opinion No. 28, Interinaféial Reporting, to require those disclosuresummarized financial information
interim reporting periods. This FSP is effective foterim reporting periods ending after June 1802 The Companyg’ adoption of FA
No. 107-1/APB 28-1 did not have a material effect on tlenPany’s consolidated financial position, resuftsperations or cash flows.

In April 2008, the FASB issued FSP-FAS No. 14D8termination of the Useful Life of Intangible Asg8FAS 142-3"). FAS 142-
3 amends the factors that should be considereevialdping renewal or extension assumptions use@termine the useful life of a recogni
intangible asset under SFAS No. 142, Goodwill atice®Intangible Assets (“SFAS 142" he objective of the Staff Position is to improbhe
consistency between the useful life of a recogniréghgible asset under SFAS 142 and the periakpécted cash flows used to measur
fair value of the asset under SFAS No. 141 (Rev¥): Business Combinations (“SFAS 141R”) anceptBAAP. FAS 1423 is effective fo
fiscal years beginning after December 15, 2008. &dament is currently evaluating the effect on th@m@anys consolidated financi
positions, results of operations and cash flows.

In May 2009, the FASB issued SFAS No. 165psequent Event$SFAS No. 165”),which provides guidance on events that o
after the balance sheet date but prior to the issuaf the financial statements. SFAS No. 165 mstishes events requiring recognition in
financial statements and those that may requidatiare in the financial statements. FurthermoFAS No. 165 requires disclosure of the
through which subsequent events were evaluatedSI¥@ 165 is effective for interim and annual pdsi@fter June 15, 2009. The Comg
adopted SFAS No. 165 for the quarter ended Jun2®®, and have evaluated subsequent events théaumgist 13, 2009.

In June 2009, the FASB issued Statement No. T8, FASB Accounting Standards Codification andHrerarchy of Generall
Accepted Accounting Principl—a replacement of FASB Statement No. ((BAS 168"). This statement provides for the FASB Accoun
Standards Codification to become the single offis@urce of authoritative, nongovernmental gengraticepted accounting principles in
United States. FAS 168 does not change GAAP buteasizes the literature. This statement is effector interim and annual periods enc
after September 15, 2009.

Note 3 — Series A Preferred Stock:

On August 1, 2007, the Company filed a Certificat®esignations, Powers, Preferences and RightiseoSeries A Preferred Stc
(“Series A Preferred Stockiith the Secretary of State of the State of Delaw&uch certificate authorized and designated 380shares «
Series A Preferred Stock with a par value of $(@t share. The Series A Preferred Stock, plusaiued and unpaid dividends, he
liguidation value of $5.17 per share and is cornblertinto shares of Common Stock, at any time dfterdate of issue, at a conversion pric
$5.17, subject to adjustment for stock splits, Istdividends and issuances of additional sharesoofneon stock for no consideration or
consideration that is less than the conversiorepthi@t is then in effect. The Series A PreferreatiSimay be redeemed at the option of
holder or by the Company under certain circumstsnEach holder shall be entitled to the numberatéy equal to the number of share
Common Stock the Series A Preferred Stock coulatdoeverted into. The shares of Series A PreferredkSwill accrue cumulative ca
dividends at a rate of 8% per annum, compoundedeyhafrom the date of issuance. Payment of diniieon the Series A Preferred Si
will be paid in preference to any dividend on conmstock.

On August 1, 2007, the Company sold 290,135 shafreXeries A Preferred Stock to Clearlake Capitabu@r (“Clearlake™)at &
purchase price of $5.17 per share resulting inpneteeds of approximately $1,460. On August 1, 2808& Company also entered intc
agreement with Clearlake, which was later amendedSeptember 12, 2007, allowing for the purchas€,4#6,809 additional shares
preferred stock, which was effected by ClearlakeJamuary 10, 2008, in connection with the acquoisimore fully described in Note 10. -
Company filed a restated certificate of incorpanmatincreasing the authorized and designated sbé&®sries A Preferred Stock to allow for 1
transaction to be consummated. As of June 30, 26@3Company had accrued approximately $5,006efemed dividends.

-7-
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Note 4 — Credit Agreement:

On August 1, 2007, the Company entered into a €hggtieement (the “Credit Agreementi)jth Clearlake as administrative ag
and collateral agent, pursuant to which the Compengived a $1,000 bridge loan, which was incre&se$il,800 on September 14, 2007
an additional increase of $800 on October 29, 20tiérest on the loan was payable on the firstrirss day following the end of each mo
at the LIBOR rate, plus 8%. Interest was payabledsh, except that a portion of the interest e¢ual% is payable in kind in the form
additional loans. The loan was secured by subsiéntill of the assets of the Company and its ppalcsubsidiaries and the stock of s
principal subsidiaries. The credit agreements éoathcustomary operating and financial covenamtsiuding restrictions on the Compasy’
ability to pay dividends to its common stockholdarsake investments, undertake affiliate transasti@md incur additional indebtedness
addition to financial compliance requirements. @nuhry 10, 2008, the loan was repaid in full, i #mount of $3,582, upon the closing of
Verizon transaction described in Note 10. Inclugrethe amount paid was $50 of accrued interestresg@écurred during January 2008.

Note 5 — Senior Debt:

First Lien Credit Facilities.

On January 10, 2008, the Company entered into ditCAgreement (the “First Lien Credit Agreementiated as of January
2008 (the “Closing Date"), with Churchill FinanciaLC, as administrative agent (the “First Lien Adhstrative Agent”),and Ableco Financ
LLC, as collateral agent (the “Collateral AgentThe First Lien Credit Agreement provides for teroars of $40,000, all of which w
borrowed on the Closing Date. The maturity datthefterm loans is January 10, 2014, and the matdaite for revolving loans made from ti
to time is January 10, 2013. The Company is requicemake quarterly repayments of principal ontdren loans in the amount of $100
qguarter. Mandatory prepayments are also requirdgktmade in the case of certain events, includésgtasales, a portion of excess cash
proceeds from debt issuances and extraordinaryiptsc&/oluntary prepayments of principal of thenteloans are subject to a prepayn
penalty, expressed as a percentage of the prinaipalunt so prepaid, of 2% from the Closing Dateugh but not including the fii
anniversary of the Closing Date, and 1% from thet finniversary of the Closing Date through butinoluding the second anniversary of
Closing Date. Mandatory prepayments are generatysobject to the payment of penalties except éndase of debt issuances, where
principal amount of term loans so prepaid is tréate though they were voluntary prepayments. litiaddo the term loans, the credit faci
provided for a revolving loan availability of up 15,000, none of which was borrowed on the Clodhage. On December 3, 2008
Company entered into the Third Amendment and Cdrteethe First Lien Credit Agreement which amonlgestthings allowed the Company
repurchase shares of the Companyutstanding common stock. The amendment to tediCAgreement provided for a $2,000 reductiorhi
Companys revolving line of credit, reducing total availlitlyi to $13,000, all of which was available as ahé& 30, 2009. On March 31, 20
the Company made a voluntary principal prepayméndebt in the amount $3,000 on its First Lien créagility. In accordance with the cre
agreement the payment was subject to a 1% prepdypeealty. Borrowing under the revolving line ogdit is conditioned upon maintaini
availability under the line of credit and unregtit cash deposits in controlled accounts of at Ba00 in the aggregate.

The First Lien Credit Agreement contains affirmatiand restrictive covenants that require the Compartake or refrain fro
taking certain actions, including, among other gisinthe obligation to provide certain financial asttier information and limitations on
ability to incur debt, make investments, pay divide, change the nature of its business, engagéiliata transactions, or sell assets
addition, the Company must comply with financialepants for maximum consolidated leverage, maxinammounts of capital expenditur
and certain amounts of revolver availability orttasmd cash equivalents subject to control agreesrierfavor of the Collateral Agent. As
June 30, 2009 the Company was compliant with tlewelbequired covenants.
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Interest on the loans under the First Lien Credjte®ment is at variable rates which can be linkedIBOR plus the applicab
margin, or at a “base rate” of the higher of th& .Uprime rate quoted byhe Wall Street Journand the Federal Funds Rate plus 0.5%
annum, plus the applicable margin. The interest iratreases by 2% in the case of an event of defHu applicable margin is determinec
follows:

— during the period commencing on the Closing Datd anding on the next date of determination after fical quarte
ending December 31, 2008, the incremental percergag forth in the applicable column opposite Ldvil the table s
forth below and

— thereafter, as of each date of determination (amil the next such date of determination), a petage equal to tt
percentage set forth below in the applicable colwpposite the level corresponding to the Consadidléenior Leveray
Ratio (as defined in the agreement) in effect ahefast day of the most recently ended qua

CONSOLIDATED SENIOR

LEVEL LEVERAGE RATIO BASE RATE LOANS LIBOR RATE LOANS
| Greater than or equal to 3.0 t Plus 4 .0C Plus 5 .0(
Il Greater than or equal to 2.00 to 1 and less tHz1B.1 Plus 3 .5C Plus 4 .5(
I} Less than 2.00 to Plus 3 .2¢ Plus 4 .2¢

As of June 30, 2009, the Compasyhterest rate for the First Lien Credit Agreemenats based on the LIBOR option plus 4
applicable margin.

In accordance with the Guaranty and Security Agesgrentered into by the Company and the Collatggaint on the Closing Da
the obligations of the Company under the First lGgadit Agreement are secured by all of the asdettsee Company.

In conjunction with the First Lien Credit Agreemgtite Company incurred $1,115 of fees paid to émelérs and $662 of financi
fees paid to third parties. Amounts paid to thedégs are presented as debt discount and are relcasd@ reduction to the debt and
amortized over the life of the debt. Fees paichialtparties are classified as deferred financiogtix and are amortized over the life of the «
As of June 30, 2009, the unamortized balance rgjat the debt discount equaled $841 and the untamadrbalance relating to the defel
financing fees equaled $435.

Second Lien Credit Facilities and Intercreditor Agreement.

Concurrently with entering into the First Lien Citefigreement, the Company entered into the Secaad Credit Agreement (tl
“Second Lien Credit Agreement”), dated as of thesZlg Date, with the lenders, and Clearlake, asi@dtrative agent (theSecond Lie
Agent”). The Second Lien Credit Agreement provides for tevams of $30,000, all of which was borrowed on @iesing Date. The maturi
date of the loans is January 10, 2015, and thexenarscheduled amortization payments. Mandatorpgyments, which are not subjec
prepayment penalty, are required to be made ircélse of certain events, including asset salesrtiopaf excess cash flow, proceeds f
debt issuances and extraordinary receipts. Volurgegpayments of principal of the loans are subjed prepayment penalty, expressed
percentage of the principal amount so prepaid %6ffdm the Closing Date through but not includihg first anniversary of the Closing D:
and 1% from the first anniversary of the ClosingtdD¢hrough but not including the fourth anniversafythe Closing Date. Mandatc
prepayments are generally not subject to the paywfepenalties except in the case of debt issuanelesre the principal amount of loans
prepaid is treated as though they were voluntagpgyments. The affirmative, negative and financ@lenants in the Second Lien Cr
Agreement are substantially similar to those sethfin the First Lien Credit Agreement, except thatcertain circumstances they are
restrictive than those set forth in the First Léredit Agreement. Loans under the Second Lien €Chsglieement bear interest at LIBOR ¢
9% per annum, which rate increases by 2% in the chan event of default.

In accordance with the Second Guaranty and Secfigtgement entered into by the Company and thergkt@n Agent on tt
Closing Date, the obligations of the Company uritier Second Lien Credit Agreement are secured bgfaltie assets of the Company
subject to certain exceptions and limitations, smbject to the Intercreditor Agreement (referredetow).
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The Intercreditor Agreement, dated as of the Cp$date, by and among the First Lien Administrathgent, the Collateral Age
and the Second Lien Agent (the “Intercreditor Agneat”), provides for and governs, among other things, #iative priorities among tl
secured parties under the First Lien Obligatiord thie Second Lien Obligations. The Company acknogéd the Intercreditor Agreement
is not a party thereto. In conjunction with the @et Lien Credit Agreement, the Company incurred 62 ,of fees paid to the lenders. Amoi
paid to lenders are presented as debt discountendecorded as a reduction to the debt and aretiaet over the life of the debt. As
June 30, 2009, the unamortized balance relatirtgisodebt discount equaled $917. The Company p26b $f financing fees to third part
which are classified as deferred financing costbame amortized over the life of the debt. As afel80, 2009, the unamortized balance rel:
to the deferred financing fees equaled $209.

A summary of the Company’s outstanding long terftdeas of June 30, 2009:

First lien deb $36,40(
Second lien det 30,00(
Total debi 66,40(
Less of debt discoul (1,759
Total debt, net of debt discou 64,64:
Less: current portion of long term de 40C

Long term deb $64,24:

Aggregate maturities of long term debt of the Comypdue within the next five years are as follows:

2010 $ 40C
2011 40C
2012 40C
2013 40C
2014 and thereafte 64,80(

Long term deb $66,40(

During the three and six months ended June 30,,26@89Company recognized $88 and $176, respectivéinterest expense frc
amortization of the debt discount compared to tinee and six months ended June 30, 2008, of $8% 16l respectively.

Note 6 — Earnings (Loss) Per Share:

The Company computes net loss per share underdhesions of SFAS No. 12&arnings per Sharé'SFAS 128"),and SEC Sta
Accounting Bulletin No. 98 (“SAB 98").

Under the provisions of SFAS 128 and SAB 98, blsis per share is computed by dividing the Compmanegt loss for the peri
by the weightedrverage number of shares of common stock outstgrdiiming the period. As the Company had a net &gdicable t
common stockholders for the six months ended JOn@@09 and 2008, the impact of the assumed exeofithe stock options and warre
and conversion of the Series A Preferred Stockanigdilutive and as such, 11,665,221 and 9,484,424exvely, of common sto
equivalent shares were excluded from the computatialiluted net loss per share as follows:

Three Months Ended June Six Months Ended June 3

2009 2008 2009 2008
Options 2,947,65! 2,208,59 2,947,65! 1,663,16I
Warrants 12,50( 84,32( 12,50( 84,32(
Preferred stoc 8,705,06! 7,736,94. 8,705,06! 7,736,94.
Total 11,665,22 10,029,86 11,665,22 9,484,42.
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Note 7 — Goodwill and Other Intangible Assets:

The Company follows SFAS No. 14&oodwill and Other Intangible AssetdJnder SFAS No. 142, goodwill and other intanc
assets with indefinite lives are no longer amodibet are reviewed for impairment annually or miwegjuently if impairment indicators ari
The Company believes there are no such impairmelitators at June 30, 2009.

Intangible assets consisted of the following ateJa@, 2009:

Trademark Customer List Technolog Contractue Total
Indentifiable intangible asse $ 37,80( $ 22,80" $ 1,29: $ 1,10: $ 63,00¢
Accumulated amortizatio — (8,81)) (484) (717) (10,019
Ending balance June 30, 20 $ 37,80( $ 13,99¢ $ 80¢ $ 38€ $ 52,99(

The above intangible assets are amortized overelk@mated life as follows:

Trademarks Indefinite
Customer List: 3 years- 5.5 year
Technology 1.5 years 5 year:
Contracts 2 years

There has been no change in the value of goodwilie periods presented in these financial statésne

During the three months ended June 30, 2009 anél, 206 Company recognized $1,749 and $1,601, réspbt of amortizatio
expense. During the six months ended June 30, 20092008, the Company recognized $3,495 and $3,@3pectively, of amortizatic
expense. Based upon our intangible assets as ef3lyn2009 and the book value of those assets asabf date, amortization expens
expected to be approximately $6,731, $4,392, $2 9208 and $213 for the twelve month periods driime 30, 2010, 2011, 2012, 2013
2014, respectively.

Note 8 — Stock-based Compensation:

The Company has a stoblased compensation program that provides our BofBirectors broad discretion in creating emplc
equity incentives. This program includes incentivg non-statutory stock options and n@sted stock awards (also known as restricted }
granted under various plans, the majority of wrach stockholder approved. As of June 30, 2009Ctmpany had 235,635 shares of com
stock reserved for future issuance under our equitgpensation plan and stock purchase plan.

Effective January 1, 2006, the Company adoptegtheisions of SFAS 123R, requiring us to recogréxpense related to the 1
value of our stoclbased compensation awards. The Company electedetdhe modified prospective transition method asnjiged by
SFAS 123R and, therefore, we did not restate oanfiial results for prior periods.

During the six months ended June 30, 2009, the @ompas issued stock options totaling 589,500 witlalue of approximate
$448 to certain employees and consultants at arcisgeprice ranging from $2.37 to $5.17 per shaiee fair value of these options v
calculated under the Black-Scholes option pricirafded with the following assumptions:

Risk free rate 3.02%- 3.71%
Volatility 21.35%-74.10%
Expected life 6.25 year:
Forfeiture rate 16.1%

Dividend yield  0.00%
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The Company recognizes compensation expense fologegstock option awards on a straifihe basis over the requisite sen
period of the award. With respect to all outstagdmployee stock options, the Company will recogmizotal of $6,888 compensation exps
over a service period of one to four years. AsunfeJ30, 2009, the Company had recognized $966rotash stock based compensation.

Stock option activity for the six months ended J868e2009, is as follows:

Number o Weightec-Average
Options Exercise Prict
Outstanding at January 1, 20 2,523,38! $ 8.0
Granted 589,50( 3.2¢
Assumec — —
Exercisec — —
Cancelec (165,230 9.87
Outstanding at June 30, 20 2,947,65 $ 6.9¢
Exercisable at June 30, 20 967,37! $ 10.5¢

The weighted average grant date fair value perestaring the six months ended June 30, 2009 an8,208s $0.91 and $3.¢
respectively.

The following table summarizes information abowefi price stock options outstanding at June 309200

Outstandinc

Weighte-Average

Weighte«-Average Remaining Aggregate

Range of Exercise Pric Number Outstandir Exercise Prict Contractual Life Intrinsic Value

0.24-6.93 2,909,01! $ 5.4¢ 8.9 year: $ 12C
16.0(-26.40 20,49¢ 21.1C 3.9 year:
43.2(-44.80 4,50( 43.91 1.7 years
84.0(-84.80 15C 84.8( 0.1 years
104.8(-151.20 5,28¢ 150.5} 2.5 years
162.4¢-167.20 2,61( 166.9° 0.8 year
401.6(-600.00 5,10¢ 428.0( 0.6 years
1,200.0(-1,280.0C 50C 1,280.0( 0.8 year

Total 2,947,65! $ 6.9¢ 8.8 years $ 12C
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Exercisable
Number WeightedAverage Aggregate

Range of Exercise Pric Exercisabl Exercise Prict Intrinsic Value

0.24-6.93 928,72¢ $ 5.94 $ 68
16.0(-26.40 20,49¢ 21.1C
43.2(-44.80 4,50( 43.91
84.0(-84.80 15C 84.8(
104.8(-151.20 5,28¢ 150.5’
162.4¢-167.20 2,61( 166.9°
401.6(-600.00 5,10¢ 428.0(
1,200.0¢-1,280.0C 50C 1,280.0(

Total 967,37¢ $ 10.5¢ $ 68

The aggregate intrinsic value in the table abopeasents the total pretax intrinsic value (i.eg, difference between the Company’
closing stock price on the last trading day of seicond quarter of 2009, which was $2.45, and tleecese price, times the number of she
that would have been received by the option holtatsall option holders exercised their in the nyooptions on June 30, 2009. This am¢
changes based on the fair market value of the Coy'patock.

The following table sets forth the total stosised compensation expense resulting from stodknspand vested restricted st
awards included in the Company’s condensed coratelidstatements of operations:

Three Months Ended Six Months Ended

June 30 June 30
2009 2008 2009 2008
General and administratiy $ 434 3 766 $ 966 $ 1,75¢
Stoclk-based compensation expense before income 434 76€ 96€ 1,75¢
Income tax benef — — — —
Total stocl-based compensation expense after income $ 434 3 766 $ 966 $ 1,75¢

Note 9 — Commitments and Contingencies:

Various claims and legal proceedings generallydieictal to the normal course of business are pendlingreatened against
Company. Although we cannot predict the outcomthese matters, in the opinion of management, aylity arising from them will not ha
a material adverse effect on our financial positi@sults of operations or liquidity.

Mr. Edmond Routhies employment with the Company terminated effectMay 22, 2009, pursuant to a separation and ge
release agreement. Mr. Routhier previously sengetha Company’s President and Vice Chairman. MutRer’'s agreement provides, amt
other things, that he will continue to have obsBovarights at regular meetings of the Board ofetors, and will continue to provi
consulting services for a period of one year, dyrirhich time Mr. Routhier will receive salary caniation and health benefits. Additiona
during the first six months of the consultancy pdriMr. Routhier will have the right to exercises liptions shares that were vested
exercisable as of May 22, 2009.

Mr. Dominic Gomez was appointed as the PresiderthefCompany pursuant to an employment agreemategddune 1, 20C
Mr. Gomez is employed on a full-time basis as tlen@anys President and receives an annual base salarg7&{#0. The Compensat
Committee may award Mr. Gomez additional cash bgraysnents in amounts up to 100% of his base salargn annual basis. On May
2009, Mr. Gomez was granted an option to purch&e0R0 shares of the Compasyommon stock at an exercise price of $2.37 pare
pursuant to the Comparg/2005 Equity Compensation Plan. Such option vast8 equal monthly installments, commencing on M4y 200!
and continuing on the fourteenth day of each mdh#reafter. The Compensation Committee also mayenzalditional option grants
restricted stock awards
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to Mr. Gomez in its discretion from time to timerMsomez’s employment is on an “at wilbasis, and may be terminated by the Compa
any time, subject to its obligation to provide sewee benefits under certain circumstances. Iéraftx months of employment, Mr. Gome
terminated without cause or resigns for good regaereach such term is defined in the employmergesmgent), he will be entitled to rece
severance in an amount equal to one gdaa'se salary, as well as the right to continu@ampany health and welfare benefit plans for oree
after termination. After six months of employmenthathe Company, in the event of a change of cordfdhe Company (as defined in

employment agreement), 25% of Mr. Gomez's themested stock options shall immediately vest.dditgon, after a change of control of
Company occurring after six months of employmenhwie Company, all remaining unvested stock ogtiohMr. Gomez shall immediate
vest if Mr. Gomezs aggregate compensation is substantially dimidisilr. Gomez will be reimbursed up to $5,000 pemthofor direc
expenses for one or more of the following: (a) cogte housing, (b) rental car or other transpamasiervices, and (c) professional club
organization membership. The employment agreemsatantains certain confidentiality provisions areduires that the Company main
standard directors and officers insurance covevingGomez in the same amount as the Company magtar other directors and officers.

On March 10, 2009, the Company filed a complairBatramento County Superior Court against Amer&ign Language Servic
Corporation, or ASLS, and other defendants alledirepch of contract and various tort claims in @mtion with the defendantsperation c
two video relay service call centers with the Compin 2008 and the defendanssibsequent opening and operation of a competihgeater
The complaint seeks compensatory and punitive damagan amount to be determined at trial and otjans prohibiting disclosure of t
Companys trade secrets. The defendants subsequently rentioeesase to the United States District CourtlierEastern District of Californi
On or about April 20, 2009, the defendants answéredCompanys complaint, and ASLS filed a counterclaim allegbrgach of contract a
various tort claims. ASLS seeks compensatory arangiary damages, an order enjoining the Compamy fspening certain call centers
disgorgement of profits. The Company believes th&LS’ counterclaim is without merit and intends to vigesty defend against su
allegations. As of the filing of this quarterly @pon Form 10-Q, the Company has not accrued iability related to ASLS’counterclaim, &
the Company does not believe at such time thaCthrapanys liability to ASLS is probable and capable of lgeieasonably estimated. If -
Company is not successful in defending such coalatens, the Company could be liable for monetargndges that could have a mate
adverse effect on the Company’s results of oparatifinancial condition and cash flows.

On June 25, 2009, the Company received a subpeemmEuments from the grand jury for the Unitedt&teDistrict Court for tt
District of Columbia. We believe that other commnivithin our TRS industry are subject to similavdstigations. The Company is in
process of providing documents in response todbpa@ena. We are unable to predict the outcomeiofriiestigation.

On June 26, 2009, the Company received subpoeoaastfre Securities and Exchange Commission (the "BE® documents and t
testimony of the Company’Chief Financial Officer pursuant to a formal ordé investigation into the Company. The Companynighe
process of providing documents to the SEC. We aable to predict the outcome of this investigation.

Note 10 — Acquisitions:
Acquisition of certain assets of Verizon TRS divigin

On January 10, 2008, the Company acquired cersspta of the Telecommunications Relay Services $")Rlivision of MCI
Communications Services, Inc. (“Verizon§,leading provider of relay services transactiansh#6,000 in cash and $5,500 of contingent
consideration. The Verizon acquisition was finanttedugh $33,500 of equity financing from the safl®,479,691 shares of Series A Prefe
stock at a price of $5.17 per share (see Note @%$&80,000 of senior debt financing (see Note 5 Tompany consummated the acquisitic
an effort to increase its volume and improve igutes of operations.

The funding of the purchase price of the acquisiti@s as follows:

Value of preferred stock issued, net of f $ 32,66¢
Senior debt issuance, net of discount and deféimadce fee: 28,57
Transaction cost 5,462
Acquired working capits (6,000
Additional working capital raise (9,739
Total purchase pric $ 50,96

The components of purchase price was as follows:

Cash consideratic $46,00(
Additional consideratio— Managed Service Agreeme 5,50(
Transaction cost 5,46:
Total purchase consideration and transaction t 56,96
Acquired working capits 6,00(
Total purchase pric $50,96:

Under the purchase method of accounting, the potalthase price is allocated to net tangible assetaired based on their estime
fair values as of the date of the completion ofdhgquisition. Management has performed an assesdmitentify and value intangible ass
acquired in conjunction with this transaction. Taie value assigned to the identified intangibleeds and goodwill are as follows:



Trademarks $ 19,50(

Customer listt 11,80(
Contracts 70C
Goodwill 18,96:
Fair value of assets acquir $ 50,96

Goodwill and trademarks are not amortized for feiahreporting purposes, however, the amount vélldmortized over a 15 e
life for income tax purposes.

In connection with the Verizon acquisition, the Quany entered into a Managed Services Agreemergddatigust 1, 2007, wi
Stellar Nordia.
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Acquisition of Hands On Video Relay Services, Inc.

On January 10, 2008, the Company acquired Handgi@o Relay Services, Inc. (‘HOVRS”), a Califorri@sed provider of vidt
relay and interpreting services, for $35,000 inh¢c#5696,466 shares of its common stock valuedt7$per share and assumption of 276
stock options (see Note 8). The cash portion ofdbmsideration was financed through $5,000 of gqfiitancing from the sale of 967,1
shares of Series A Preferred stock at a price df@per share (see Note 3) and the issuance 0d@@8genior debt financing (see Note 5).

Company consummated the acquisition in an effoidcease its volume and improve its results ofrafiens.

The funding of the purchase price of the acquisiti@s as follows:

Value of common stock issut $34,62:
Value of preferred stock issued, net of f 4,87¢
Senior debt issuance, net if discount and defdimedice fee: 38,28¢
Transaction cosi 6,58:
Acquired net asse (2,167)
Additional working capital raise (8,719
Total purchase pric $ 73,48t¢

The purchase price has been determined as follows:

Cash consideratio $32,28:
Common shares issu: 34,62
Transaction cost 6,58:¢
Total purchase pric $73,48¢

Under the purchase method of accounting, the potalthase price is allocated to net tangible assetaired based on their estime
fair values as of the date of the completion ofdhgquisition. Management has performed an assesdmitentify and value intangible ass
acquired in conjunction with this transaction. Ta& values assigned to the tangible assets aatuiebilities assumed, identified intangi

assets and goodwill are as follows:

Cash $ 2,63t
Other current asse 8,06:
Property, plant and equipme 3,51¢
Long term asset 18t
Current liabilities (12,92)
Long term liabilities (40¢)
Trademarks 18,30(
Customer listt 10,30(
Technology 1,01¢
Goodwill 41,79¢
Fair value of net assets acquil $ 73,48¢

In conjunction with the closing of the HOVRS acdtis, the Company assumed certain outstandingadipgr and capital lea

agreements in force on the date of closing.

Acquisition of Sign Language Associates, I nc. and Visual Language I nterpreting, I nc.

On July 1, 2008 the Company acquired all of thestamiding stock of two sign language interpretingipanies, Sign Langua
Associates (“SLA”) and Video Language Interpret{figLI"), for a total purchase price of $7,047. A total of0f2 was paid at closing, wh

included a $250 escrow fund payment with the reingin
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installments due over the next two years conting@ain certain requirements within the stock pureregreement. The Company used cas
hand to satisfy all related merger consideratidre Tompany consummated the acquisition in an effoiricrease its volume and improve
results of operations.

The purchase price of these acquisitions, on areggted basis, has been determined as follows:

Cash consideratio $5,07:
Additional consideratiol 1,97¢
Transaction cost 1,10¢
Total aggregated purchase pr $8,151

Under the purchase method of accounting, the pataihase price is allocated to net tangible assmjgired based on their estime
fair values as of the date of the completion of #loguisition. Based upon valuation reports provibgda professional valuation firm,
Company recorded identified intangible assets. fairevalues assigned to the tangible assets aajuiebilities assumed, identified intangi
assets and goodwill are as follows:

Cash $ 64F
Other current asse 3,19
Property, plant and equipme 303
Long term assel 281
Current liabilities (2,11
Long term liabilities (82
Contracts 402
Customer list: 707
Technology 277
Goodwill 3,53t
Fair value of net assets acquil $ 8,157

Certain goodwill and trademarks are not amortizedifancial reporting purposes, however, the amaeuith be amortized over a :
year life for income tax purpose

Note 11 — Income Taxes:

The Company adopted the provisions of Financialodoting Standards Board (“FASB”) Interpretation M8, Accounting fo
Uncertainty in Income Taxes-an interpretation ofSBAStatement No. 1G9IN 48”), on January 1, 2007. FIN 48 clarifies the accounfor
uncertainty in income taxes recognized in an ent@|s financial statements in accordance with FARBtement 109 ccounting for Incomn
Taxes, and prescribes a recognition threshold and measmt process for financial statement recognitioth measurement of a tax posit
taken or expected to be taken in a tax return. £8Mlso provides guidance on dssognition, classification, interest and penajteecountin
in interim periods, disclosure and transition.

Based on the Compargyevaluation, we have concluded that there aragmifisant uncertain tax positions requiring recagm in
our financial statements or adjustments to our rdefetax assets and related valuation allowance. &laluation was performed for the
years ended December 31, 2005, 2006, 2007 and 2008ax years which remain subject to examinabgrmajor tax jurisdictions as
June 30, 2009.

The Company may from time to time be assessedesit@r penalties by major tax jurisdictions, altjowany such assessme
historically have been minimal and immaterial ta inancial results. In the event the Company mayehreceived an assessment for int
and/or penalties, it has been classified in tharfaial statements as selling, general and admatiistrexpense.

The Company has federal net operating loss (“NGddiryforwards of approximately $189,969. The feti&@L carryforward
expire beginning in 2015. The Tax Reform Act of @¥hacted a complex set of rules limiting the ptié¢mtilization of net operating loss
tax credit carryforwards in periods following a porate “ownership changelri general, for federal income tax purposes, aneyship chanc
is deemed to occur if the
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percentage of stock of a loss corporation ownetuély, constructively and, in some cases, deerbgd)ne or more “5% shareholdenrsas
increased by more than 50 percentage points oeelothest percentage of such stock owned duringeseifear testing period. The Comp:
believes that an ownership change has occurredredihect to the transactions previously described. effect of an ownership change wc
be the imposition of an annual limitation on the w$ net operating loss carryforwards attributabl@eriods before the change. The Com|
has not performed a detailed analysis to deterthie@amount of the potential limitations.

Note 12 — Related Party Transactions:

The Company entered into certain additional finag@nd equity agreements with Clearlake as a restiie transactions descrit
in Note 10. Note 5 describes our credit agreemeitts Clearlake and Note 3 describes our sale oieSek Preferred Stock to Clearlake.
January 10, 2008, all outstanding amounts unde€teeit Agreement with Clearlake (more fully debed in Note 4) were repaid in full. T
Company incurred $135 and $+@lated to consulting arrangement costs with Cééarlduring the six month periods ended June 309 20¢
2008, respectively.

Note 13 — Stockholders’ Equity:
During the six months ended June 30, 2009, the @ompntered into the following stock related tratisas:

— On March 6, 2009 the Company issued 34,155 shdr€@mmon Stock as a result of the cash less exedfisvarrants original
issued to the placement agents in connection waiCtompan's 2004 financing

— The Company filed a Certificate of Amendment to @@mpan’s Fourth Amended and Restated Certificate of Inm@on witt
the Secretary of State of the State of Delawarechtange the name of the Company from “GoAmerica,” Ina “Purple
Communications, In” The Certificate of Amendment became effective obr&ary 11, 200¢

— On February 27, 2009, May 28, 2009 and June 1, 2d®@ompany granted stock options to employeesuamt to the Compa’s
2005 Equity Compensation Plan (see Note

— During the six month period ended June 30, 2009Qbmpany repurchased 12,720 shares of Common $taskiant to its sha
repurchase prograr

Note 14 — Subsequent Events:

Commencing in August 2009 for reimbursements geedrirom minutes used in July 2009, NECA has im@etad new payme
terms for TRS providers that delay the collectignTtRS providers of NECA reimbursements by up tdhB8iness days. The delayed payr
terms will have a negative affect on the Compamngash flow. Partially as a result of such delapgagment terms, on July 27, 2009,
Company borrowed $8,000 under its revolving créatitlity with Churchill Financial, LLC and Ablecoifrance LLC. Such borrowing reduc
the available credit under the revolving creditilfgcto $5,000. Additional borrowing under the dving credit facility is conditioned up:
maintaining availability under the line of creditcaunrestricted cash deposits in controlled deasibunts of at least $5,000 in the aggregate.

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.
Overview

Purple Communications, Inc., a Delaware corporatiommerly known as GoAmerica, Inc., is a leadimgvider of video relay ar
text relay services and professional interpretiofffering a wide array of options designed to méwt varied communication needs of
customers. Our vision is to enable fiftl@ving communication between people, inclusivadidferences in abilities, languages, or locatidfs
more information on our services, visit www.purpkor contact Purple Communications directly bycecat 415-402300, by Internet rel:
by visiting www.i711.com or www.ip-relay.com, or deo phone by connecting to hovrs.tv.
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We were originally incorporated in 1999. On Januldy 2008, we acquired certain assets of the Teleunications Relay Servic
(“TRS”) division of MCI Communications Services,cln(“*Verizon”), a leading provider of relay services transacti@mg Hands On Vide
Relay Services, Inc. ("HOVRS”), a Californizased provider of video relay and interpreting e On July 1, 2008, we acquired ¢
Language Associates, Inc. (“SLA”"), a DC-based paeviof community interpreting services, and Viduahguage Interpreting, Inc. (“VLI")a
Virginia-based provider of community interpretirgrgces. On February 12, 2009, we changed our narRarple Communications, Inc.

We generate the majority of our revenue from redag interpreting services. This revenue is madefupideo relay, IP rela
traditional telerelay and speechgpeech service and community interpreting. Revénuecognized when services are provided or eass
of June 30, 2009, we had 93% of our accounts rabtvwith the National Exchange Carriers Assocm{{tNECA”). For the three and ¢
months ended June 30, 2009, we generated 87% & @&Bpectively, of our total revenue with NECA qmared with 97% and 97!
respectively, for the three and six months endee B0, 2008.

Our sales and marketing expenses consist primafilgompensation and related costs for marketinggerel, advertising a
promotions, travel and entertainment and othetedlaosts. We expect sales and marketing expeadsasrease during 2009 as compare
2008 as we expand our user base for relay ancphetarg services through our acquisitions that veemrapleted in fiscal year 2008. Our gen
and administrative expenses consist primarily @hgensation and related costs for general corparadebusiness development, along with
and other related costs. We expect general andnégtrative expenses to decrease as we completéntbgration efforts related to t
acquisitions. Our research and development expeosesist primarily of compensation and related £cmtd professional service fe
Depreciation and amortization expenses consistgifynof depreciation expenses arising from equiphpirchased for our network operati
center and other property and equipment purch#@gasrtization of other intangibles relates to thecatization of identified intangible ass
resulting from the 2008 acquisitions.

Net interest expense consists primarily of inteiestirred on debt and is partially offset by insrearned on cash and c
equivalents. Interest expense in 2008 increasedriatly over prior periods as a result of increaagtbunt of debt we incurred in January z
to partially fund acquisitions.
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Results of Operations

The following table sets forth, for the three andrsonths ended June 30, 2009 and 2008, the pagemnélationship to net reven
of certain items included in our unaudited consaild statements of operations (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2009 2008 2009 2008
$ % $ % $ % $ %
Revenues:
Relay and interpreting servic $32,52¢ 100.C $30,48¢ 99.t $67,10¢ 100.C $58,96f 98.7
Other — — 161 0.5 — — 747 1.3
Total Revenue 32,52¢ 100.C 30,64¢ 100.C 67,10¢ 100.C 59,71 100.(
Costs and expenses
Costs of relay and interpreting servi 19,14 58.& 17,20¢ 56.1 38,99( 58.1 32,87« 55.1
Cost of othe — — 242 0.8 — — 894 i1z
Sales and marketir 2,811 8.€ 3,531 11kt 6,214 9.3 5,71z 9.€
General and administrati\ 6,767 20.¢ 6,10¢ 19.¢ 13,28¢ 19.¢ 11,97: 20.C
Research and developmt 1,12¢ 3.t 56& 1.8 2,63¢ 3.9 1,411 2.4
Depreciation and amortizatic 96C 3.C 227 0.7 1,75C 2.6 43C 0.7
Amortization of intangible asse 1,74¢ 5.4 1,601 5.2 3,49 5.2 3,03(C 5.1
Total costs and expens 32,65« 100.] 29,48 96.2 66,37 98.C 56,327 94.:
Income from operation (25 (0.1 1,16¢ 3.8 731 1.1 3,38¢ 5.7
Other income (expense)
Other expens 17 0.1 241 0.8 12 0.C 241 0.4
Interest income (expense), I (1,390 (4.3 (1,608 (5.2) (2,909 (4.3 (3,279) (5.5
Total other income (expens (1,379 (4.2 (1,367 (4.5 (2,89) (4.3 (3,039 (5.1
Income (loss) before income tax (2,39¢) (4.3 (201) (0.7 (2,166) (3.2 357 0.€
Income tax provisiol 36E 1.1 — — 54C 0.8 — —
Net income (loss (1,765 (5.9 (201) (0.79) (2,70¢) (4.0 357 0.€
Preferred dividend 88C 2.7 81: 2.7 1,73¢ 2.6 1,527 2.€
Net loss applicable to common stockholc $(2,649 (8.1) $(1,019 (3.3 $(4,44) (6.6 $(1,170 (2.0

The following table sets forth the period-over-pdrpercentage increases or decreases of certais iteluded in our unaudited
consolidated statements of operations (in thou9ands

Three Months Ended June 30 Six Months Ended June 30
Change Change
2009 2008 $ % 2009 2008 $ %
Revenues:
Relay and interpreting servic $32,52¢ $30,48t $ 2,041 6.7 $67,10¢ $58,96¢ ¢ 8,13¢ 13.¢
Other — 161 (161) (100.0 — 747 (747 (100.0)
Total Revenue 32,52¢ 30,64¢ 1,88( 6.1 67,10 59,71: 7,392 12.4
Costs and expenses
Costs of relay and interpreting servi 19,14( 17,20¢ 1,931 11.2 38,99( 32,87« 6,11¢ 18.€
Cost of othe — 242 (242) (100.0 — 894 (894 (100.0)
Sales and marketir 2,811 3,531 (720)  (20.9 6,214 5,71z 50z 8.8
General and administrati\ 6,767 6,10¢ 65¢ 10.¢ 13,28¢ 11,97: 1,314 11.C
Research and developmt 1,12¢ 56E 563 99.¢€ 2,63¢ 1,411 1,227 87.C
Depreciation and amortizatic 96( 227 733 322.¢ 1,75(C 43C 1,32( 307.(
Amortization of intangible asse 1,74¢ 1,601 14¢ 9.3 3,49t 3,03( 465 15.4
Total costs and expens 32,55¢ 29,48: 3,071 10.4 66,37: 56,32: 10,05( 17.¢
Income from operatior (25) 1,16¢ (1,190 (102.29) 731 3,38¢ (2,65¢)  (78.9
Other income (expense)
Other expens 17 241 (2249  (93.) 12 241 (229) (94.9
Interest income (expense), I (1,390 (1,608 21¢ (13.6) (2,909 (3,279 364 (11.7)
Total other income (expens (1,379) (1,367) (6) 0.E (2,897) (3,039 13€ (4.5)
Income (loss) before income tax (2,399 (201) (1,197 596.( (2,166 357 (2,525 (706.7)
Income tax provisiol 36E — 36E — 54( — 54C —
Net income (loss (1,76%) (201) (1,562 777.0 (2,70¢) 357 (3,06 (858.))
Preferred dividend 88C 812 67 8.3 1,73¢ 1,527 20¢ 13.€

Net loss applicable to common stockholc $(2,64%) $(1,019) $(1,629) 160.6 $(4,44) $(1,170 $(3,27) 279.¢
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Three months ended June 30, 2009 Compared to Three months ended June 30, 2008
(in thousands)

Relay and Interpreting services revenuRelay and interpreting services revenue incre@sé, to $32,529 for the three mor
ended June 30, 2009 from $30,488 for the three Insoemded June 30, 2008. The increase was due doiorgrowth from our relay servic
and our July 1, 2008 acquisitions of Sign LanguAgsociates, Inc. and Visual Language Interpreting, We expect relay and interpret
services revenue to increase as we expand oubaserand increase existing customer retention ptintrough adoption of our new produ
and services.

Cost of relay and interpreting services revenu@ost of relay and interpreting services revemeeeased 11.2%, to $19,140 for
three months ended June 30, 2009 from $17,20%&thHree months ended June 30, 2008. This increaselue to our relay services gro\
amortization associated with Company owned endppitgt expense of endpoints sold to customersaasfft in our mix of revenue towa
higher cost VRS and community interpreting serviessilting from our July 1, 2008 acquisitions ofiiSLanguage Associates, Inc. and Vi
Language Interpreting, Inc. We expect the costelafy and interpreting services revenue to incréagature periods as we expand our |
base for these services and expand deploymentdpioant hardware, but at a lower amount than in@eas corresponding revenue due tc
operating efficiencies and scalability inherenthia business.

Sales and marketing Sales and marketing expenses decreased 20.4% 8b1$for the three months ended June 30, 2009
$3,531 for the three months ended June 30, 2008.dErease relates to cost containment effortsnzor@ specifically focused market
campaigns versus the prior year. We expect saldsnaarketing expenses to remain stable, with theegbi@n of incremental endpo
deployment costs, as we continue introducing nemdlad products and services to the consumer mdaketp

General and administrative General and administrative expenses increase¥d 6 $6,767 for the three months ended Jun
2009 from $6,108 for the three months ended Jupn@@IB. The increase was primarily due to the assbciated with a reduction in force
higher professional services expenses incurred acedpto the previous year due to regulatory andllegatters. We expect general
administrative expenses to decline as the Compantfraies to focus on cost containment measureseapdages its core infrastructure.

Research and developmermResearch and development expense increased 99 $%128 for the three months ended June 30,
from $565 for the three months ended June 30, 208& increase was primarily due to increased mmaand benefits for incremer
personnel performing development activities. Weeexgurrent research and development spendingrtainerelatively constant as we conti
to invest in the development and maintenance ofe@ay technologies.

Interest income (expense), n&Ve incurred net interest expense of $1,390 ferttihee months ended June 30, 2009 compared
interest expense of $1,608 for the three monthee&ddne 30, 2008.

Six months ended June 30, 2009 Compared to Six months ended June 30, 2008
(in thousands)

Relay and Interpreting services revenuBelay and interpreting services revenue incred$8% to $67,104 for the six mon
ended June 30, 2009 from $58,965 for the six moatited June 30, 2008. The increase was due toiomgamwth from our relay services ¢
our July 1, 2008 acquisitions of Sign Language Agges, Inc. and Visual Language Interpreting, We expect relay and interpreting serv
revenue to increase as we expand our user basmemedse existing customer retention primarily tlylo adoption of our new products
services.

Cost of relay and interpreting services revenu@ost of relay and interpreting services revemeeeased 18.6%, to $38,990 for
six months ended June 30, 2009 from $32,874 forstkemonths ended June 30, 2008. This increasedwasto our relay services grow
amortization associated with Company owned endppiret expense of endpoints sold to customersaasfft in our mix of revenue towa
higher cost VRS and community interpreting serviessilting from our July 1, 2008 acquisitions ofiisLanguage Associates, Inc. and Vi
Language Interpreting, Inc. We expect the costelafy and interpreting services revenue to incréagature periods as we expand our |
base for these services and expand deploymentdpioant hardware, but at a lower amount than in@eas corresponding revenue due tc
operating efficiencies and scalability inherenthia business.
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Sales and marketingSales and marketing expenses increased 8.8%2&4b6or the six months ended June 30, 2009 frorilk
for the six months ended June 30, 2008. The chammgedue to increased sales and marketing initetagsociated with our relay servi
efforts in addition to the July 1, 2008 acquisitaf Sign Language Associates, Inc. and Visual Lagg Interpreting, Inc. We expect sales
marketing expenses to remain stable, with the diaepf incremental endpoint deployment costs, &centinue introducing new bund
products and services to the consumer marketplace.

General and administrative General and administrative expenses increaséid o $13,286 for the six months ended Jun
2009 from $11,972 for the six months ended Jun€B08. The increase was primarily due to the cssbeiated with a reduction in force |
higher professional services expenses incurred acedpto the previous year due to regulatory andllegatters. We expect general
administrative expenses to decline as the Companfinues to focus on cost containment measureseaedages its core infrastructure.

Research and developmerResearch and development expense increased 83.82638 for the six months ended June 30,
from $1,411 for the six months ended June 30, 20B& increase was primarily due to increased esamnd benefits for incremental perso
performing development activities. We expect curresearch and development spending to remainivelaonstant as we continue to in
in the development and maintenance of our reldynelogies.

Interest income (expense), né/e incurred net interest expense of $2,909 fersilk months ended June 30, 2009 compared
interest expense of $3,273 for the six months eddee 30, 2008.

Liquidity and Capital Resources
(in thousands)

We have incurred significant operating losses soaeinception and, as of June 30, 2009, have emnaglated deficit of $291,6:
During the six months ended June 30, 2009, we iedwa net loss of $2,706 and provided $177 of &@sh operating activities. As of June
2009, the Company had $6,449 in cash and cashadgote. We currently anticipate that our availatdsh resources will be sufficient to fi
our operating needs throughout 2009. We have aagcavolving line of credit in the amount of $1@)0which creates additional liquidity
needed. As of June 30, 2009, we had no borrowintgtanding under our revolving credit facility. Quly 27, 2009, we borrowed $8,000 ur
our revolving credit facility, reducing availableedit under the facility to $5,000. Borrowing undrir revolving credit facility is condition
upon maintaining availability under the line of diteand unrestricted cash in controlled deposibaats of at least $5,000 in the aggregate.

On January 10, 2008, we acquired certain assetgshef Telecommunications Relay Services (“TRSfivision of MCI
Communications Services, Inc. (“Verizon”), a leagjprovider of relay services transactions for $86,0h cash and HOVRS, Inc., a California-
based provider of video relay and interpreting mexy, for $35,000 in cash, approximately 6,700 §l@@res of common stock and assumptic
276,246 stock options. These acquisitions werenfiad through a $40,000 first lien credit agreem®3®,000 second lien credit agreement
$38,500 of equity financing from the sale of 7,808, shares of Series A preferred stock at a pfi@&d7 per share. Interest on the loans L
the first lien credit agreement is at variable satdich can be linked to LIBOR plus the applicaimargin, or at a “base ratef the higher ¢
the U.S. prime rate quoted by The Wall Street Jaluamd the Federal Funds Rate plus 0.5% per anpius,the applicable margin. T
applicable margin ranges from 4.25% to 5.00% f@QR based loans and 3.25% to 4.00% for base ra&dldaans, depending upon our t
leverage ratio. The maturity date of the first leredit agreement term loan is January 10, 201d tlae maturity date for revolving loans m
from time to time is January 10, 2013. Intereston loan under the second lien credit agreementiasat LIBOR plus 9% per annum.
maturity date of the second lien credit agreememb foan is January 10, 2015.

On July 1, 2008, we acquired all of the outstanditagk of two sign language interpreting compang&gn Language Associa
and Video Language Interpreting, for a total pusehprice of $7,047. A total of $5,072 was paidlasiag, which included a $250 escrow fi
payment with the remaining installments due overrifxt two years contingent upon certain requirdseithin the stock purchase agreement.

-21-



Table of Contents

Net cash provided by operating activities for tlire month period ended June 30, 2009 was $177 madigi resulting from ot
income from operations and changes in our operatiasgts and liabilities.

Net cash used by investing activities for the sonth period ended June 30, 2009 equaled $3,616hwhatuded the purchase
equipment and leasehold improvements.

Net cash used by financing activities for the somith period ended June 30, 2009 was $3,358 regudtimarily from the voluntai
principal prepayment of debt of $3,000.

As of June 30, 2009, future minimum payments fan-oancelable operating leases having terms in exafesse year amounted
$12,107 of which $2,894 is payable within the tveetwonth period ending June 30, 2009.

The following table summarizes our contractual gdions at June 30, 2009, and the effect such atidigs are expected to have
our liquidity and cash flow in future periods.

Less than
(In thousands Total Year 1-3 Year: 4-5 Year: After 5 Year:
Contractual Obligations
Capital Lease obligatior $ 34C $ 18z 3 15¢ $ 0 3 0
Operating lease obligatiol 12,107 2,894 6,77¢ 2,16( 274
Loan payable 66,40( 40C 1,20( 34,80( 30,00(
Total contractual cash obligatio $7884° $ 347¢ $ 8137 $ 3696( $ 30,27«

Critical Accounting Policies and Estimates

Managemens Discussion and Analysis of Financial Conditiord éResults of Operations discusses our consolidfitehcia
statements, which have been prepared in accordaitheaccounting principles generally accepted ie thnited States of America. T
preparation of these financial statements requinagagement to make estimates and judgments thext dffe reported amounts of as:
liabilities, revenues and expenses, and the relditaosure of contingent assets and liabilities.ad ongoing basis, management evaluate
estimates and judgments, including those relatedwenue recognition, allowance for doubtful acdewand note receivable and recoverat
of our goodwill and other intangible assets. Mamaget bases its estimates and judgments on histesiparience and on various other fac
that are believed to be reasonable under the cstamoes, the results of which form the basis fakingajudgments about the carrying value
assets and liabilities that are not readily appafrem other sources. Actual results may diffemirthese estimates under different assumg
or conditions.

Management believes the following critical accongtpolicies, among others, affect its more sigafficjudgments and estima
used in the preparation of its consolidated finahstiatements.

Revenue Recognitic

Recently, we have derived our revenue primarilynfr@lay and interpreting services. Revenue fromyrahd interpreting services
recognized as revenue when persuasive evidenae afrangement exists, the service has been ddlivtre rates for the services are fixe
determinable and collectibility is reasonably assuin the event that we determine that all ofdfigeria for recognition of revenue have
been met for a transaction, the amount of revelnaiewte recognize in a given reporting period cdagchdversely affected.

Accounts Receivab

We estimate the collectability of our trade accsurdceivable. A considerable amount of judgmentduired in assessing -
ultimate realization of these receivables, inclgdianalysis of historical collection rates and therent creditworthiness of significal
customers. Significant changes in required resenge® been recorded in recent periods and may docilve future due to current mar
conditions.

Endpoint Device Accountir

Endpoint devices primarily consist of Mobile Vidédones and Netbook computers and are treated wwdedifferent accountir
policies. First, endpoint devices that are provittednd users at no charge are capitalized as p@uonowned asset and are amortized ove
assets expected useful life. The amortization expensecisided in costs of relay and interpreting sezsicSecondly, devices that are purch
by the end user at a subsidized price are chagyedst of services at the Company'’s cost of thecgevet of the customer subsidy.
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Recoverability of Goodwill and Other Intangible Ats

In assessing the recoverability of our goodwilhestintangibles and other lodiged assets, we must make assumptions rege
estimated future cash flows. Changes in our stimfgn and/or market conditions could significgrithpact these judgments and could rec
adjustments to recorded asset balances. If sueimasi®ns change in the future, we may be requicetktord impairment charges for th
assets not previously recorded. As of June 30, 2@@9had approximately $70,295 of goodwill and $9B, of intangible assets, prima
resulting from our acquisitions in 2008. For the mionth period ended June 30, 2009, we did notrdeany impairment charges.

Stock-Based Compensation

We account for stock-based compensation in accoedavith Statement of Financial Accounting Standaf®=AS") No. 12!
(revised 2004)Share-Based PaymentUnder the provisions of SFAS No. 123R, sthased compensation cost is estimated at the gede
based on the award’s fair-value as calculated byBilack-Scholes option-pricing model and is recegdias expense ratably on a straigig-
basis over the requisite service period. The Blackeles optiorpricing model requires various judgmental assummgtimcluding expecte
volatility, forfeiture rates, and expected optidgfe.l Significant changes in any of these assumpticould materially affect the fair value
stock-based awards granted in the future.

Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS 141 (rev2ed7), Business Combination§'SFAS 141(R)"), which establishe
principles and requirements for how an acquireogeizes and measures in its financial statemest&tntifiable assets acquired, the liabili
assumed, and any noncontrolling interest in an ia@guincluding the recognition and measuremengabddwill acquired in a busine
combination. SFAS 141(R) applies to fiscal yeargitn@ing on or after December 15, 2008. Earlier éidopis prohibited. The adoption
SFAS 141 (R) did not have a material effect of@wenpany’s financial condition or results of opesas.

In December 2007, the FASB issued SFAS No. 186ncontrolling Interests in Consolidated Financi8tatements —an
amendment of ARB No. 51SFAS 160 amends ARB 51 to establish accountiryraporting standards for the noncontrolling insene ¢
subsidiary and for the deconsolidation of a subsydilt clarifies that a noncontrolling interestdarsubsidiary, which is sometimes referred |
minority interest, is an ownership interest in twnsolidated entity that should be reported astgduithe consolidated financial stateme
Among other requirements, this statement requicesalidated net income to be reported at amoustsiticlude the amounts attributable
both the parent and the noncontrolling interestldb requires disclosure, on the face of the dateted income statement, of the amoun
consolidated net income attributable to the paesmt to the noncontrolling interest. SFAS 160 appt fiscal years beginning on or a
December 15, 2008. Earlier adoption is prohibit€de adoption of SFAS 160 did not have a materifdcefon the Companyg’ financia
condition or results of operations.

In March 2008, the FASB issued SFAS No. 1Bisclosures about Derivative Instruments and Hedghetivities, and Amendm:
of FASB Statement No. 133“SFAS 161") amends FASB Statement No. 188¢ounting for Derivative Instruments and Hedgingfivities
(“SFAS 133"),to amend and expand the 35 disclosure requirentér$-AS 133 to provide greater transparency abipito(v and why a
entity uses derivative instruments, (i) how detiva instruments and related hedge items are ateduior under SFAS 133 and its rele
interpretations, and (iii) how derivative instrunteand related hedged items affect an ettifiiancial position, results of operations anch
flows. To meet those objectives, SFAS 161 requipeslitative disclosures about objectives and gjiagefor using derivatives, quantitat
disclosures about fair value amounts of gains asslds on derivative instruments and disclosurestatedit-riskrelated contingent features
derivative agreements. SFAS 161 is effective fe&r @ompany on January 1, 2009. Management has ésdltize effect of SFAS 161 w
respect to its sole interest rate cap agreemerd.tDthe insignificant value of the instrument, §261 did not have a material effect on
Company'’s financial condition or results of opesas.

In April 2009, the FASB issued FSP SFAS No 115-@ 8FAS No. 124-2Recognition and Presentation of Other-ThEemporar
Impairments, (“FSP No. 115-2 and 124-2") which provides opieral guidance for determining other-theamporary impairments for de
securities. The Company adopted FSP No. 115-2 add?leffective April 1, 2009. The adoption of FSB.N15-2 and 122-did not hav
material impact on the Company’s consolidated fam@rposition, results of operations or cash flows.

In April 2009, the Financial Accounting StandardsaBd (“FASB”) issued FSP SFAS No. 157Bktermining Fair Value When t
Volume and Level of Activity for the Asset or LiigbHave Significantly Decreased and Identifyingaisactions That Are Not Order({yFSF
No. 15%-4") which provides additional guidance for estimatitady fvalue in accordance with SFAS No. 157 whenbkime and level «
activity for the asset or liability have signifidhndecreased. FSP No. 157-4emphasizes that regardless of market conditiomsfatin valur
measurement is an exit price concept as defineBHAS No. 157, and clarifies and includes additioiaakors to consider in determin
whether there has been a significant decrease iketnactivity for an asset or
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liability and provides additional clarification @stimating fair value when the market activity &or asset or liability has declined significar
FSP No. 157-4 is applied prospectively to all faifue measurements where appropriate. The Complopted the provisions of FSP No. 157-
4 effective April 1, 2009. The adoption of FSP N&7-4 did not have a material impact on the Comjmuepnsolidated financial positic
results of operations or cash flows.

In April 2009, the FASB issued FSP-FAS No. 107-8 &#PB 28-1,Disclosures about Fair Value of Financial Instrune( FAS
No. 10%-1/APB 28-1"). This FSP extends to interim periods certain disoles about fair value of financial instruments fablicly tradei
companies and amends APB Opinion No. 28, Interinaféial Reporting, to require those disclosuresummarized financial information
interim reporting periods. This FSP is effective foterim reporting periods ending after June 1802 The Companyg’ adoption of FA
No. 107-1/APB 28-1 did not have a material effect on tlenPany’s consolidated financial position, resuftsperations or cash flows.

In April 2008, the FASB issued FSP-FAS No. 14D8termination of the Useful Life of Intangible Asg8FAS 142-3"). FAS 142-
3 amends the factors that should be considereevialdping renewal or extension assumptions use@termine the useful life of a recogni
intangible asset under SFAS No. 142, Goodwill atice®Intangible Assets (“SFAS 142" he objective of the Staff Position is to improbhe
consistency between the useful life of a recogniréghgible asset under SFAS 142 and the periakpécted cash flows used to measur
fair value of the asset under SFAS No. 141 (Rev¥): Business Combinations (“SFAS 141R”) anceptBAAP. FAS 1423 is effective fo
fiscal years beginning after December 15, 2008. &dament is currently evaluating the effect on th@m@anys consolidated financi
positions, results of operations and cash flows.

In May 2009, the FASB issued SFAS No. 165psequent Event$SFAS No. 165”),which provides guidance on events that o
after the balance sheet date but prior to the issuaf the financial statements. SFAS No. 165 mstishes events requiring recognition in
financial statements and those that may requidatiare in the financial statements. FurthermoFAS No. 165 requires disclosure of the
through which subsequent events were evaluatedSI¥@ 165 is effective for interim and annual pdsi@fter June 15, 2009. The Comg
adopted SFAS No. 165 for the quarter ended Jun2®®, and have evaluated subsequent events théaumgist 13, 2009.

In June 2009, the FASB issued Statement No. T8, FASB Accounting Standards Codification andHrerarchy of Generall
Accepted Accounting Principl—a replacement of FASB Statement No. ((BAS 168"). This statement provides for the FASB Accoun
Standards Codification to become the single offis@urce of authoritative, nongovernmental gengraticepted accounting principles in
United States. FAS 168 does not change GAAP buteasizes the literature. This statement is effector interim and annual periods enc
after September 15, 2009.

Forward Looking Statements

Certain statements made in this Quarterly ReporFam 10-Q are forward-looking statements thatefimnanagemerst’curren
outlook and are based upon current assumption$ Boward-looking statements may be identified by tise of forwardeoking terminolog
such as “may,” “will,” “expect,” “believe,” “antigate,” “intend,” “could,” “estimate,” “continuebdr similar terms, variations of such term:
the negative of those terms that convey uncertaihfyture events or outcomes. Actual results califter materially from those projected
the forwardlooking statements as a result of the followingsiand uncertainties, among others: (i) our abibtyntegrate our acquisitions it
our existing businesses and operations; (ii) odlityaho respond to the rapid technological chargfethe telecommunications relay sen
(known as “TRS")and/or wireless data industries and offer new draened services; (iii) our dependence on wireling wireless carrit
networks and technology platforms supporting olayrservices; (iv) our ability to respond to incsed competition in the TRS and/or wire
data industries; (v) our dependence on a sieglegce supplier for our mobile video phone; (viy ability to generate revenue growth; (vii)
ability to increase or maintain gross margins, ipebflity, liquidity and capital resources; (viiijhanticipated expenses or liabilities or o
adverse events affecting our cash flow; (ix) limidas on our ability to borrow funds and satisfg #tovenants under our credit arrangemer
obtain new credit arrangements or other financihgecessary; (x) uncertainty regarding the sucadghe launch of our new mobile vic
phone and notebook products; (xi) unanticipatedeteses in reimbursement rates through the fedé&&l flind; (xii) uncertainties associa
with changing governmental regulations and diffied inherent in predicting the outcome of regulatprocesses; (xiii) our ability to attri
and retain interpreters and other key personnal) {Re ability to obtain reimbursement from NEC#r fcosts or other fees generated fromn
use of VRS calls; (xv) our ability to continue &xognize revenue from all relay calls upon compfetf the calls, (xvi) uncertainties associ
with our pending formal SEC investigation and gramy investigation, and (xvii) such other risksdamncertainties as discussed in our fili
with the Securities and Exchange Commission, innlyadur Annual Report on Form Xfor fiscal year 2008. As a result of these anike«
factors, there can be no assurance that the reitemplated in forwartboking statements will be realized. We underta&eohbligation t
publicly update or revise any forwalaeking statements, whether as a result of newrimé&ion, future events or otherwise, except asired
by law.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk
(in thousands)

Our cash and cash equivalents are not subjectjbifisant interest rate risk due to the short tenaturities of these investments.
of June 30, 2009 the carrying value of our cashcasth equivalents approximates fair value.

We had $66,400 of variable interest rate debt antihg at June 30, 2009. The variable interessrate pay on this debt m
expose us to market risk due to changes in inteadss. The First Lien Credit agreement with Chilirétinancial, LLC and Ableco Finan
LLC, bears variable interest rates linked to LIBORat a base rate of the higher of the U.S. priate and the Federal Funds Rate plus 0.5¢
annum, plus an applicable margin ranging from 3.- 5.00%. The Second Lien Credit agreement with CiéariCapital Group, L.P., be



variable interest at LIBOR plus 9% per annum. Adthetical change in interest rates of 1.0% wouklitein an annual change
net loss of approximately $664 based on the delof dsine 30, 2009. To mitigate the risk, the Comypeurrently holds an interest rate
agreement with Bank of America, N.A. with a notibamount of $35,000 which calls for a rate cap 6P5b.
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Item 4. Controls and Procedures
Evaluation of disclosure controls and procedul

As of the end of our most recently completed figpadrter covered by this report, we carried oudaluation, with the participati
of management, including our Chief Executive Offieand Principal Financial Officer, of the effecthess of our disclosure controls .
procedures pursuant to Securities Exchange Act R24d5. Based upon that evaluation, our Chief Execu®ficer and Chief Financi
Officer concluded that our disclosure controls pratedures are not effective in ensuring that métion required to be disclosed in the reg
that we file or submit under the Securities ExcleaAgt is recorded, processed, summarized and eghostithin the time periods specifiec
the SEC’s rules and forms.

Changes in internal controls.

In our Form 10K for the fiscal year ended December 31, 2008, mement reported that it had identified material kmesses i
our internal control over financial reporting. Oiaternal controls over financial reporting have meeegatively impacted by the series
acquisitions entered into during the previous year.

A material weakness is a control deficiency, or boration of control deficiencies, that results ion@than a remote likelihood tl
a material misstatement of the annual or interimaricial statements will not be prevented or detkecte

Among the material weaknesses previously reportieel, acquired companies did not maintain effectioatiols over certa
financial statement account reconciliations. Spealif, account reconciliations involving significegeneral ledger accounts were not desi
for proper preparation and timely review and redorgitems were not timely resolved and adjusfElis control deficiency may result in at
adjustments to the aforementioned accounts andbdiges in our consolidated financial statementsfamnd for the year ended Decembe!
2009. Remediation of these weaknesses has noteget fully completed and, therefore, these mateviedknesses continued to exist a
June 30, 2009.

Management Action Plan and Progressto C

In response to the material weaknesses, managdrasriaken certain actions and will continue to takéer steps to strengtt
our control processes and procedures in ordemtedete such material weaknesses. We have conwaditadquired companies to a comr
enterprise system, centralized all transactiongssing functions in one location with a commona$etontrols and procedures, utilized out:
consultants as needed to assist with executingéparation and/or reviews of reconciliations under directions, and recruited, and
continue to recruit, accounting, finance and bussngystem personnel who can provide the adequpt&ierRce and knowledge to improve
timeliness and effectiveness of our account rediaticins and ultimately the financial reporting pesses.

The effectiveness of any system of controls andgutares is subject to certain limitations, anda assult, there can be no assur:
that our controls and procedures will detect abex or fraud. A control system, no matter how veslhceived and operated, can provide
reasonable, not absolute, assurance that the imgiectf the control system will be attained.

We will continue to develop new policies and praged as well as educate and train our financiadney department regardi
our existing policies and procedures in a contireffdrt to improve our internal control over finaalcreporting, and will be taking furtt
actions as appropriate. We view this as an ongeffagt to which we will devote significant resousce

We believe that the foregoing actions will imprawg internal control over financial reporting, aslinas our disclosure controls ¢
procedures.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings.

The Federal Communications Commission (the “FO@idlertakes inquiries and investigations of TRS jlens for the purpose 1
among other things, analyzing the efficiency, dffemess, appropriateness and/or validity of thedfuthat are disbursed to the various
service providers. It is our understanding thaséhimquiries are intended to obtain informationwidRS providerspractices, and include, t
are not limited to, investigation of compliance gabsible violations of the Communications Act 884 and rules promulgated by the F
including inter alia rules limiting marketing adties, lobbying activities, emergency calls via TRSeation and registration of Ilgit
numbers. During 2007 and 2008, and most recentlxmil 1, 2009, we received various letters of imgdrom the FCC relating to the cond
of our marketing operations, compliance with certailles service and other matters. We are unableredict the outcome of the
investigations, which could result in the impositiof fines, the imposition of restrictions on itbildy to participate in the NEC
reimbursement program or the creation of compligirograms established by the FCC. We have respaodbe various requests made by
FCC.

On March 10, 2009, we filed a complaint in Sacratmé@ounty Superior Court against American Sign LLexge Services Corporation,
ASLS, and other defendants alleging breach of esh@ind various tort claims in connection with tfefendantsoperation of two video rel;
service call centers with us in 2008 and the dedatal subsequent opening and operation of a competidgceater. The complaint se¢
compensatory and punitive damages in an amounetddtermined at trial and injunctions prohibitinigotbsure of our trade secrets.
defendants subsequently removed the case to thtedJ&tates District Court for the Eastern DistatCalifornia. On or about April 20, 20(
the defendants answered our complaint, and ASLe&Rl fd counterclaim alleging breach of contract aadous tort claims. ASLS see
compensatory and exemplary damages, an order ergours from opening certain call centers and diggorent of profits. We believe tl
ASLS’ counterclaim is without merit, and we intend toorgusly defend against such allegations. As offilirey of this quarterly report ¢
Form 10-Q, we have not accrued any liability redate ASLS’ counterclaim, as we do not believe at such timée ol liability to ASLS i
probable and capable of being reasonably estim#tea: are not successful in defending such couatdéns, we could be liable for monet
damages that could have a material adverse effiectioresults of operations, financial condition @ash flows.

On June 25, 2009, the Company received a subpeerdoéuments from the grand jury for the Unitedt&teDistrict Court for tt
District of Columbia. We believe that other commnivithin our TRS industry are subject to similavestigations. The Company is in
process of providing documents in response todbpa@ena. We are unable to predict the outcomeisfriiestigation.

On June 26, 2009, the Company received subpoeoastfre Securities and Exchange Commission (the “pEg documents and t
testimony of the Company’Chief Financial Officer pursuant to a formal ordé investigation into the Company. The Companynighe
process of providing documents to the SEC. We aable to predict the outcome of this investigation.

We sought review from the U.S. Court of Appealstfar Tenth Circuit of two FCC rulings issued in 2Qthd 2008 that purportec
impose certain limitations on TRS provideadiility to communicate with their customers andrtarket their services generally. We challer
various restrictions on TRS providers that had beiculated by the FCC in its declaratory rulirggscerning the use of revenues rece
from the TRS fund to lobby customers, the use atamer data and various marketing practices. Oe 4ur2009, the court overturned
FCC's position prohibiting the use of revenues receifreth the TRS fund to lobby customers and prohikitiTRS providers from usil
customer data collected in the course of handliRé Tor lobbying or other purposes. The court ditlowerturn the FCG& position prohibitin
TRS providers from engaging in various marketingcgices, however, we did not challenge this prdioibiin its entirety.

Various other claims and legal proceedings that gaeerally incidental to the normal course of ousibess are pending
threatened against us. Although we cannot predebutcome of those matters, in the opinion of rgarmeent, any liability arising from the
will not have a material adverse effect on ourfficial position, results of operations or liquidity.

Iltem 1A. Risk Factors

Potential risks and uncertainties include, amorgeiothings, those factors discussed in the sectimtisled “Business”, Risk
Factors” and “Management’s Discussion and Analg$isinancial Condition and Results of Operations’our Annual Report on Form 10-
for the year ended December 31, 2008 and the seetititled “Managemerg’ Discussion and Analysis of Financial Conditiomn &esults ¢
Operations” in this Quarterly Report on Form Q0-Readers should carefully review those riskayels as additional risks described in of
documents
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we file from time to time with the SEC. We undegako obligation to publicly release the resultsanf revisions to any forwardoking
statements to reflect anticipated or unanticip&eehts or circumstances occurring after the datioh statements. The following risk fac
are in addition to or materially amend the riskiéas previously disclosed in our Form KCfiled for the year ended December 31, 2008, be
not a complete list of all risk factors.

The FCC and/or NECA could limit or prohibit the rei mbursement of certain costs related to implementind 0-digit numbers and
minutes generated from the use of certain VRS callsvhich could have a materially adversely effect oour business.

We are reimbursed by the National Exchange Carressociation (“NECA”)for certain costs, including costs related to
implementation of 1@Hgit numbers, and for each VRS conversation mintitee current regulatory climate indicates that B@&C may b
experiencing pressure to prohibit or limit the rbursement of various costs and minutes generabed thie use by us of VRS in the workpl:
Some recent comment letters submitted to the FG@ futside parties have specifically noted that \fRSiders may be artificially increasi
the use of VRS calls to increase revenue. In amditihe amount of money used to reimburse VRS gdessihas dramatically increased ¢
recent years. On August 12, 2009, we submittetied=CC a notice of petition for rule making thajuests the FCC to confirm the legitim
of reimbursement for minutes used by VRS providerthe workplace. The FCE€’response to our petition for rulemaking is uraiartlf the
FCC were to prohibit or limit NECA' ability to reimburse VRS providers for such castaminutes, which have been reimbursed in
periods, it would cause our revenue and cash flowdecline, which could have a material adverseceften our business and results
operations.

We currently recognize revenue from all VRS calls Wwen such calls are placed. Uncertainty as to reimlssement for certain of these
calls may require us to delay recognition of reverngifor those calls, which could have a materially acrsely affect on our business.

As a provider of relay services, we are reimbursedh monthly basis from the TRS Fund administere®BCA for all TRS an
VRS minutes provided. We derive revenue from redeng interpreting services which are recognized whersuasive evidence of
arrangement exists, the service has been delivénedrates are fixed or determinable and collelitpbis reasonably assured. Using tr
criteria for revenue recognition, revenue is typyceecognized when the services are renderedelfietermine that collectibility from NECA
not reasonably assured for certain types of castdéher fees generated from the use of VRS cakklsmay be required to delay the recogn
of revenue for those calls until collectibilityrieasonably assured or until the reimbursementactmlly received, which could have a mat
adverse effect on our business and results of tpesa

We face risk related to the pending formal SEC inv&tigation and grand jury investigation.

On June 25, 2009, we received a subpoena for dausrrem the grand jury for the United States Dist€ourt for the District ¢
Columbia and on June 26, 2009, we received subgdenm the Securities and Exchange Commission“@Emenmission”)for documents ar
the testimony of our Chief Financial Officer puratito a formal order of investigation. The SEC gnand jury investigations may result i
diversion of managemestattention and resources including the significasts of document production and legal fees anygl coatribute t
current and future stock price volatility.

NECA has notified TRS providers of new delayed payent terms for reimbursements which will negativelyaffect our cash flow and
liquidity.

Commencing in August 2009, for reimbursements gegrdrfrom minutes used in July 2009, NECA has imgleted new payme
terms for TRS providers that delay the collectignTRS providers of NECA reimbursements up to 20iness days. The delayed payn
terms will have a negative affect on our cash flmwd liquidity and may require us to raise additlarapital. If funds are raised in the fut
through the issuance of equity securities, thegeage ownership of our themrrent stockholders will be reduced further ang tiolders ¢
new equity securities may have rights, preferencggivileges senior to those of the holders of cammon stock. If additional funds are rai
through a bank credit facility or the issuance elbtdsecurities, the terms of such indebtednessldoyose restrictions on our operations. If
need to raise additional funds, we may not be &bt so on terms favorable to us, or at all. Hiidnal capital is required but is not availe
on acceptable terms or at all, we may be requestli or otherwise dispose of portions of our bess.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds.

A share repurchase program was approved by thedBdaDirectors in November 2008. A total of $1 naifi has been authoriz
for repurchase of common stock under this prograsnof June 30, 2009, we had purchased a total gf1B8shares at a value of $72,000
$928,000 remained available for purchase undempifugram. The share repurchase program has a dixgidation date of December 31, 2(
but may be terminated by the Board of Directorarat time. Purchases may be made under this profyeamtime to time in the open marke!
in privately negotiated transactions. The timingaofy future purchases will depend upon factorsuihicly our share price, cash balan
expected cash requirements and general businegnahet conditions. No repurchases of common staele made under the program du
the quarter ending on June 30, 2009.

Item 4. Submission of Matters to a Vote of Securitjdolders.

On April 30, 2009, the Company held it Annual Magtiof Stockholders. At the Annual meeting, the daling directors wel
elected to the Company Board of Directors: StevekeRazi, Christopher Gibbons, Daniel R. Luis, Wit M. McDonagh, Ronald E. Obr.
Steven C. Chang and Behdad Eghbali. The table bstmws the number of shares voted for each direstdrthe number of shares withf
for each director



Number of Shares(1)

Name For Withheld

Steven Eskena: 13,657,581 81,986
Christopher Gibbon 13,658,79¢ 80,772
Daniel R. Luis 13,443,79¢ 295,773
William M. McDonagh 13,658,80’ 80,760
Ronald E. Obra 13,475,27¢ 264,291
1) Indicates the number of shares of common stockputatked on an ~converted basi
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Number of Shares(1)

Name For Withheld
Steven C. Chan 8,527,491 0
Behdad Eghba 8,527,491 0

(1) Indicates the number of shares of Series A Prefesteck.

In addition, our stockholders ratified the appoiatmof WithumSmith+Brown, PC as our independentsteged public accounti
firm for the fiscal year ending December 31, 2008e table below shows the number of shares of camstock voted for, against
abstaining to vote for the ratification of WithumBim+Brown, calculated on an as-converted basis.

For Against Abstain
13,705,82: 29,666 4,078

Iltem 6. Exhibits.

The following exhibits are filed herewith:

(10) 10.1 Separation Agreement and General Release, dategfdviesy 22, 2009, by and between Purple Communinatitnc. and Edmon
Routhier.(1)

(31) Rule 13— 14(a) Certification:
31.1 Certification of Chief Executive Officer PursuantRule 13-14(a) / 15-14(a) of the Securities Exchange Act of 1€
31.z Certification of Chief Financial Officer PursuantRule 13-14(a) / 15+-14(a) of the Securities Exchange Act of 1¢

(32) 32.1 Certification of Chief Executive Officer PursuantRule 13a-14(b) / 15d-14(b) of the Securities Exaje Act of 1934 and 18
U.S.C. Section 1350.(:

32.z Certification of Chief Financial Officer PursuantRule 13-14(b) / 15~14(b) of the Securities Exchange Act of 1934 an
U.S.C. Section 1350.(:

(1) Filed herewith
(2)  Furnished herewith and n“filed” for purposes of Section 18 of the Securities Exgkafct of 1934, as amend
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SIGNATURES

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

PURPLE COMMUNICATIONS, INC

DATE: August 13, 2009 By: /s/ Daniel R. Luis
Daniel R. Luis
Chief Executive Office
(Principal Executive Officer

DATE: August 13, 200! By: /s/ John Ferrol
John Ferror
Chief Financial and Operating Offic
(Principal Financial Officer
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Exhibit
Number

10.1

311
31.2
32.1

32.2

(1)
(@)

EXHIBIT INDEX

Description

Separation Agreement and General Release, datgfdvesy 22, 2009, by and between Purple Communinatitnc. and Edmon
Routhier.(1)

Certification of Chief Executive Officer PursuantRule 13-14(a) / 15+14(a) of the Securities Exchange Act of 1934
Certification of Chief Financial Officer PursuantRule 13-14(a) / 15-14(a) of the Securities Exchange Act of 1934

Certification of Chief Executive Officer PursuantRule 13-14(b) / 15«-14(b) of the Securities Exchange Act of 1934 an
U.S.C. Section 1350.(:

Certification of Chief Financial Officer PursuantRule 13-14(b) / 15-14(b) of the Securities Exchange Act of 1934 an
U.S.C. Section 1350.(:

Filed herewith
Furnished herewith and n“filed” for purposes of Section 18 of the Securities Exgkafict of 1934, as amende
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Exhibit 10.1
May 22, 2009
Mr. Edmond Routhier

525 Michael Drive
Sonoma, CA 95476

Re: Separation Agreement and General Release

This Separation Agreement and General ReleaséAtireement") is made between Edmond Routhier (“Expek”) and Purple
Communications, Inc., formerly known as GoAmeric&, (the "Company").

1. SEPARATION . Employee’s employment with the Company terminafective May 22, 2009 (the “Termination Date”)s Af the
Termination Date, Employee shall not be entitledeiceive any further benefits, compensation or idemation pursuant to either Employee’s
Executive Employment Agreement dated March 20, 280&herwise, except as specifically identifiedhirs Separation Agreement and a
consulting agreement to be entered into by theégsafthe “Consulting Agreement”). Employee’s Ex@égatEmployment Agreement will be of
no further force and effect as of the Terminaticatd) provided, however, that the obligations urkxtions 8 through 11 of that Agreement
shall survive. Employee’s obligations under the Eypee Invention Assignment & Confidentiality Agreent shall also survive.

2. A ccrueb C oMPENSATION . Other than any outstanding business expensegeasmced in Paragraph 3 below, Employee represent
that he has received all compensation owed to lyitihd Company through his Termination Date, inalgdany and all wages, commissions,
bonuses, incentives, stock, stock options, earnediused vacation, and any other payments, bermfitther compensation of any kind to
which he was or may have been entitled from the @om.

3. E xPeENSER EIMBURSEMENTS . Within twenty (20) days of the Termination Datmployee agrees to submit his final expense
reimbursement request, including all supportingifgts and documentation, reflecting all outstandinginess expenses, if any, incurred
through the Termination Date. The Company will pdeweimbursement for these expenses pursuart tegular reimbursement policies and
practices.

4. R ETURN O FC oMPANY P ROPERTY . NoO later than June 8, 2009, Employee agreeduoré the Company all Company docume
(and all copies or reproductions thereof in whatdeam) and other Company property which he hasisnpossession, including but not limited
to, Company files, notes, drawings, records, bissipdans and forecasts, financial information, Bpations, computer-recorded information,
personal computers, blackberries, telephones,taadis, entry cards, identification badges, and an
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keys, other Company equipment, tangible propertg,any other material of the Company which he culyenas in his possession, custody or
control. Company and Employee will agree on whighipment or support may be necessary to suppoddnisulting services to the Company
as provided for in the Consulting Agreement.

5. _CONSULTING A RRANGEMENT & B 0ARD O BSERVANCE . Following the Termination Date, Employee agreesdrve as a consultant
for the Company providing various consulting seegias directed by the CEO pursuant to the termsamditions of the Consulting
Agreement, which will provide that Employee willgpide fifteen approximately (15) hours a week afigating services for a period of twelve
(12) months commencing on May 23, 2009 through R2y2010, unless terminated sooner by the Comgamyployee hereby accepts such
consulting engagement, and understands he shalitepstrictly as an independent contractor andaa@n employee or agent of the Company
when rendering all consulting services under ttgse&ment. Employee will be permitted the right bserve regular Board of Directors
meetings for a period of twelve (12) months frora Trermination Date, as may limited by the Companiysi reasonable discretion, and
Employee observance rights shall not extend to citteenmeetings or executive sessions of the BohRirectors meetings.

6. SEPARATION , C ONSULTING AND R ELEASE C ONSIDERATION .

(@) _Severance Paymentin reliance on Employee’s agreements and reléagass Agreement and in the Consulting Agreement
attached hereto as Exhibit “A”, eight (8) days maftee Company’s receipt of this executed Agreenaext Consulting Agreement, and provided
Employee does not revoke this Agreement pursuaRatagraph 8(b) below, and as long as Employemisding services to the Company &
consultant under the Consulting Agreement, the Gomwill pay Employee salary continuation at hisrent gross bi-weekly rate of Ten
Thousand Five Hundred Seventy Six and Ninety Tom<€510,576.92), less standard withholdings, pleyab the Company’s regularly
scheduled payroll dates for a period of twelve {@@nths from May 23, 2009 through May 22, 2010 (Beverance Period”).

(b) Stock Option. The parties acknowledge that Employee currentlylldds667 fully vested options to purchase sharéseof
Company’s common stock, which options are exertgsabthe price of Six Dollars and Fifty Seven se{#6.57) per share. Employee
understands that all stock option vesting ceaskedtéfe as of his Termination Date. Employee wél frovided with one hundred and eighty
(180) days from the Termination Date in which temise any or all of his vested options as longmagloyee is providing services to the
Company as a consultant during this period. If Eayeé is not serving as a consultant, Employeehaiie ninety (90) days from the
Termination Date in which to exercise such optidrsthe extent Employee exercises any options rtiane ninety (90) days after the
Termination Date, such options will be deemed noalified and not incentive option shares for tarpmses.
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(c) _Medical Benefits. The Company will pay the COBRA health insuransengums for Employee and all currently insured
dependents for up to a twelve (12) month periodroencing on June 1, 2009 and ending on May 31, 20®jded that (1) Employee has
made a timely election to continue such coverageeu@OBRA, and (2) Employee is continuing to prevegrvices to the Company as a
consultant during this period. In the event Empégbtains other employment during this twelve maguehiod pursuant to which he becomes
eligible for substantially similar or improved herainsurance benefits, Employee understands arekaghat the Company shall no longer be
required to make COBRA premium payments on beldinoployee and his dependents. Employee must peabie Company with written
notice of his eligibility for such other health imance coverage within ten days.

(d) For each of the above subsections (a),t(s agreed that if Employee’s consulting seed are terminated by the Company
without a material breach by Employee, as will béiried in the Consulting Agreement, Employee wilhtinue to receive payments, option
exercisability, and COBRA payments, under such eciizns for the respective periods thereundeff, Bsployee was still providing
consulting services to the Company.

7. _COOPERATION W ITH | NQUIRIES AND | NVESTIGATIONS . In exchange for the consideration herein, Empl@grees to cooperate in
good faith with and provide transition and othesistsince to the Company upon request, includingrddgg any government inquiry,
investigation, or third party litigation involvinpe Company or any of its affiliates or person®&eich cooperation shall include, without
limitation, providing responsive documents and infation which in any way may assist or advanceptiosecution or defense of claims or
inquiries involving the Company. If requested tosdg Employee will also provide a truthful declarator affidavit regarding his knowledge
concerning any such claims, inquiries or invesiayret. Company will reimburse Employee for all rezsole, out-of-pocket and direct costs
associated with adherence to this section, providatithey are approved in advance by the Compadyaee in consistent with the
indemnification agreement entered into betweerChmpany and Executive.

8. GENERAL R ELEASE .

(&) GENERAL R ELEASE . In exchange for the consideration described heveich Employee would not otherwise be entitied t
receive, Employee does hereby forever irrevocabtyanconditionally fully release and discharge Ru@ommunications, Inc. and its
predecessors, successors, subsidiaries, and #stiapd current officers, directors, agents, engasypartners, shareholders, affiliates and
assigns (collectively referred to hereafter as &Raekd Parties”) from any and all causes of actiams, suits, demands or other obligations or
liabilities of every kind and nature (including tvitut limitation attorneys’ fees and costs), whettreswn or unknown, that Employee ever had,
now has, or may in the future have that arose drefore the date Employee
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executes this General Release, including but notdd to all claims regarding any aspect of his leympent with any of the Released Parties,
compensation, claims for wages, commissions, shptions, bonuses, severance, vacation pay, expeimskursements, or any other form of
compensation, the cessation of his employmente Wtl of the Civil Rights Act of 1964, the Americanvith Disabilities Act, the California

Fair Employment and Housing, the Age DiscriminatiofEmployment Act, 42 U.S.C. § 1981, the Fair LaBtandards Act, all provisions of
the California Labor Code, the Employee Retirenieobme Security Act, any other federal, state oaldaw, regulation or ordinance or putk
policy, contract, tort, or property law theory,any other cause of action whatsoever (collectivefgrred to hereafter as the “Claims”).
Employee agrees not to sue or otherwise institutawose to be instituted or in any way participat@except at the request of the Company)
legal or administrative proceedings against anhefReleased Parties with respect to any Claimgl&ree understands and agrees that in the
event Employee breaches any provision of this Gatieglease, in addition to any other damages @ftel which the Released Parties may be
entitled, the benefits described herein may behwiith rescinded, and/or recovered.

It is further understood and agreed that as a tonddf this Agreement, all rights under Sectiod2%f the Civil Code of the State of
California are expressly waived by Employee. Suetti®n reads as follows:

“A general release does not extend to claims wttiehcreditor
does not know or suspect to exist in his or heoifat the time of
executing the release, which if known by him or imerst have
materially affected his or her settlement with dedbtor.”

Thus, for the purpose of implementing a full anthptete release and discharge of the Released & dttigployee expressly
acknowledges that this Agreement is intended tludeand does include in its effect, without lirtida, all claims which Employee does not
know or suspect to exist in his favor against tieéeRsed Parties at the time of execution heredffzat this Agreement expressly contempl
the extinguishment of all such claims.

(b) OLDER W ORKERS' B ENEFIT P ROTECTION A CT R ELEASE . The general release in this Agreement includesisbut limited
to, claims arising under federal, state or loced far age, race, sex or other forms of employmésdramination and retaliation. In accordance
with the Older Workers Benefit Protection Act, Emyste hereby knowingly and voluntarily waives an@ases all rights and claims, known or
unknown, arising under the Age Discrimination infdayment Act of 1967, as amended, which he mighéntise have had against the
Released Parties. Employee is hereby advised ¢éhstiduld consult with an attorney before signirig igreement and that he has 21 days in
which to consider and accept this Agreement byisggand returning this Agreement to Tanya Fourntes,Company’s Human Resources
Manager. In addition, Employee has a period of selays following his execution of this Agreementihich he may revoke the Agreemen
Employee does not advise Tanya Fournier by a writin
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received by her within such seven day period of Ieyg®e’s intent to revoke the Agreement, the Agresimeéll become effective and
enforceable upon the expiration of the seven days.

(c) The parties specifically understand and agreethigatelease provisions contained in Paragraphsa8@)b) above are not
intended to and do not waive any rights to staguitedemnification under California Labor Code sentP802 or to contractual indemnification
under Employee’s GoAmerica Indemnification Agreetrterwhich Employee would otherwise have been lewtit

9. _PROTECTION OF C ONFIDENTIAL | NFORMATION & R ELATED O BLIGATIONS . Employee acknowledges that both during his
employment and consulting relationship with the @any, he had and will continue to have accessddacome acquainted with trade secrets
and confidential and proprietary information rethte the Company, its past and present customargrs, employees and business contacts,
including without limitation, business methodolagliproduct information, customer lists and datarketing and distribution strategies,
financial data and plans, and other intellectuapprty. Employee agrees that he will not now or tamg in the future disclose or use, either
directly or indirectly, any of such trade secraetganfidential, proprietary information of the Coarny. Employee acknowledges that this
Paragraph supplements and does not supersede Eajsigye-existing and continuing obligations un8lections 8 through 11 of his
Employment Agreement and under his Employee Insandissignment & Confidentiality Agreement, whictlman in full force and effect.

10. _AGREEMENT & R ESTRICTIVE C OVENANTS . Notwithstanding anything herein to the contrd&gnployee acknowledges that this
Agreement does not supersede Employee’s pre-exiatid continuing obligations under Sections 8 thlholil of his Employment Agreement,
which remain in full force and effect, except thath respect to the non-competition provision irct8n 8(a) of the Agreement, the definition
of ‘Restricted Period’ shall be amended to reatbbews: “Restricted Period” means the period begig on the Employment Commencement
Date and continuing until the 1st (first) anniveysdate of the later of (a) Executive/Employeelsrtmation date of the Consulting Agreement
between the parties referenced in Paragraph 5 aboyk) termination date by either the Companpythe Employee of his observance rights
referenced in Paragraph 5 above.

11. _NoNDISPARAGEMENT & C onbucT . Employee further agrees that in the future hénai libel, slander or disparage (which shall
not be inclusive of constructive criticism and/dwvice provided in good faith by Employee to the Bbaf Directors or executive management
members in connection with consultancy serviceBaard observance rights under Section 5 hereordtte business or personal reputatic
the Company, its products or services, or anysofutrrent or former officers, directors, employedmreholders, agents, or other Released
Parties . Employee further agrees that while cotidgconsulting services on behalf of the Compdtpployee will abide by all
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Company rules and guidelines, including withoutitation the Company’s Code of Ethics, and shadllatimes conduct himself in a manner
that does not harm the business or personal réputaftthe Company, its products or services, orafrits current or former officers, directors,
employees, shareholders, agents, or other Rel&astids.

12. _NON-A DMISSION OF L IABILITY . This Separation Agreement and General Releadlenstide construed as an admission by the
Company of any improper, wrongful, or unlawful act$, or any other wrongdoing against Employee thadCompany specifically disclaims
any liability to or wrongful acts against Employa® the part of itself, its employees and its agents

13. _MisceLLANEOUS . This Agreement, Sections 8 through 11 of Employéégsch 20, 2008 Employment Agreement, and the
Employee Invention Assignment & Confidentiality Agment executed by Employee, together constitetedmplete, final and exclusive
embodiment of the entire agreement between thépavith regard to this subject matter, providediéeer that the contractual indemnificat
under Employee’s GoAmerica Indemnification Agreetrtershall survive and remain effective as proviftmdtherein. This Agreement is
entered into without reliance on any promise oresentation, written, oral, or implied, other thhase expressly contained herein, and it
supersedes any other such promises, warrantiepmrsentations. The paragraph and subparagrapmbsadntained herein are for the
purpose of convenience only and are not intendefgfine, limit or affect and shall not be considkire connection with the interpretation of
any of the terms or provisions of this AgreemeiitisTAgreement may not be modified or amended excegptwvriting signed by Employee and
the CEO of the Company. This Agreement shall bivedheirs, personal representatives, successomsaighs of both Employee and the
Company, and inure to the benefit of both Emplogee the Company, their heirs, successors and assfgmy provision of this Agreement is
determined to be invalid or unenforceable, in whaslén part, this determination will not affect aather provision of this Agreement and the
provision in question shall be modified by the ¢@ar as to be rendered enforceable.

IN WITNESS WHEREOF, the parties have entered ihie Agreement as of this 22nd day of May, 2009.

PURPLE COMMUNICATIONS, INC. EMPLOYEE

Daniel R. Luis, CEC Edmond Routhie
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Exhibit 31.1
CERTIFICATION
I, Daniel R. Luis, certify that:
1. | have reviewed this Quarterly Remort-orm 10-Q of Purple Communications, Inc.;

2. Based on my knowledge, this repogsdoot contain any untrue statement of a matex@ldr omit to state a material fact necessa
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information inctlidethis report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4, The registrant’s other certifyingioffr and | are responsible for establishing andhiag@iing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure costanid procedures, or caused such disclosure coindl procedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal contnediofinancial reporting, or caused such internaitaa over financial reporting to be designed ut
our supervision, to provide reasonable assurargadang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectivenesshef tegistrant’s disclosure controls and procedangspresented in this report our conclusions about
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any e in the registrant’s internal control over fineh reporting that occurred during the registrant’
most recent fiscal quarter (the registrariburth fiscal quarter in the case of an annyadrg that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrant’s other certifyingioffr and | have disclosed, based on our most renettiation of internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies anthterial weaknesses in the design or operatiémt@fmal control over financial reporting which are
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not magé&rthat involves management or other employeesheve a significant role in the registrant’s
internal control over financial reporting.

Date: August 13, 2009

/s/ Daniel R. Luis
Daniel R. Luis
Chief Executive Office



Exhibit 31.2
CERTIFICATION
I, John Ferron, certify that:
1. | have reviewed this Quarterly Remort-orm 10-Q of Purple Communications, Inc.;

2. Based on my knowledge, this repogsdoot contain any untrue statement of a matex@ldr omit to state a material fact necessa
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information inctlidethis report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4, The registrant’s other certifyingioffr and | are responsible for establishing andhiag@iing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure costanid procedures, or caused such disclosure coindl procedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal contnediofinancial reporting, or caused such internaitaa over financial reporting to be designed ut
our supervision, to provide reasonable assurargadang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectivenesshef tegistrant’s disclosure controls and procedangspresented in this report our conclusions about
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any e in the registrant’s internal control over fineh reporting that occurred during the registrant’
most recent fiscal quarter (the registrariburth fiscal quarter in the case of an annyadrg that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrant’s other certifyingioffr and | have disclosed, based on our most renettiation of internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies anthterial weaknesses in the design or operatiémt@fmal control over financial reporting which are
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not magé&rthat involves management or other employeesheve a significant role in the registrant’s
internal control over financial reporting.

Date: August 13, 2009

/sl John Ferrol

John Ferror

Chief Financial and Operating Offic
(Principal Financial Officer



Exhibit 32.1

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

In connection with the quarterly report of Purplen@nunications, Inc. (the “Company”) on Form 10-@tfee quarter ended
June 30, 2009 filed with the Securities and ExcleaBgmmission (the “Report”), |, Daniel R. Luis, €hExecutive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, ap#etbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange Act984; and

(2) The information contained in the Report faphesents, in all material respects, the consoliifitencial condition of the Company as of
dates presented and consolidated results of opasatif the Company for the periods presented.

Date: August 13, 2009

/s/ Daniel R. Luis
Daniel R. Luis
Chief Executive Office

This certification has been furnished solely pumsuia Section 906 of the Sarbanes-Oxley Act of 2002



Exhibit 32.2

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

In connection with the quarterly report of Purplen@nunications, Inc. (the “Company”) on Form 10-@tfee quarter ended
June 30, 2009 filed with the Securities and ExcleaBigmmission (the “Report”), I, John Ferron, PriatiFinancial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, ap#etbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange Act984; and

(2) The information contained in the Report faphesents, in all material respects, the consoliifitencial condition of the Company as of
dates presented and consolidated results of opasatif the Company for the periods presented.

Date: August 13, 2009

[s/ John Ferrol

John Ferror

Chief Financial and Operating Offic
(Principal Financial Officer

This certification has been furnished solely punsia Section 906 of the Sarba-Oxley Act of 2002



