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UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  
Washington, DC 20549  
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QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF  
THE SECURITIES EXCHANGE ACT OF 1934  
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Commission File No. 0-29359  

   

   

   

   

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) the Securities 
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and 
(2) has been subject to such filing requirements for the past 90 days.  
   

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 
12 months (or for such shorter period that the registrant was required to submit and post such files).  
   

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated filer. See definition 
of “accelerated filer and large accelerated filer” in Rule 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 registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  
   

The number of shares of the Registrant’s common stock, par value $0.01, outstanding as of August 1, 2009 was 9,218,542.  
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PART I. FINANCIAL INFORMATION  

Item 1.    Financial Statements  

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

   

The accompanying notes are an integral part of these financial statements.  
   

- 1 -  

     

June 30,  
2009  

(unaudited)     

December 31, 
 

2008   
Assets       
Current assets:       

Cash and cash equivalents     $ 6,449      $ 13,246    
Accounts receivable, less allowance for doubtful accounts of $377 in 2009 and 2008       17,297        15,463    
Merchandise inventories       1,720        385    
Other current assets       1,835        1,216    

       
  

      
  

Total current assets       27,301        30,310    
     

Restricted cash       —          350    
Property, equipment and leasehold improvements, net       9,472        7,674    
Goodwill       70,295        70,295    
Identifiable intangible assets, net       52,990        56,485    
Deferred financing costs       645        675    
Other assets       391        192    

       
  

      
  

Total assets     $ 161,094      $ 165,981    
       

  

      

  

     
Liabilities and stockholders’  equity       
Current liabilities:       

Accounts payable     $ 5,904      $ 2,276    
Accrued expenses       11,494        15,087    
Current portion of long term debt       400        400    
Other current liabilities       157        190    

       
  

      
  

Total current liabilities       17,955        17,953    
     

Accrued preferred dividends       5,006        3,271    
Long term debt less current portion, net of discount, $1,758 and $1,934, in 2009 and 2008, respectively       64,242        67,266    
Other long term liabilities       898        975    

Commitments and contingencies       
     

Stockholders’  equity:       
Preferred stock, $.01 par value, authorized: 11,671,180 shares in 2009 and 2008; Series A issued and outstanding: 7,736,944 shares in 2009 

and 2008 (liquidation value $44,125)       77        77    
Common stock, $.01 par value, authorized: 50,000,000 shares in 2009 and 2008; issued: 9,218,542 and 9,184,387 in 2009 and 2008, 

respectively       92        92    
Additional paid-in capital       364,717        363,751    
Accumulated deficit       (291,635 )      (287,194 )  
Treasury stock, at cost, 42,782 and 30,062 shares, in 2009 and 2008, respectively       (258 )      (210 )  

       
  

      
  

Total stockholders’  equity       72,993        76,516    
       

  
      

  

Total liabilities and stockholders’  equity     $ 161,094      $ 165,981    
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PURPLE COMMUNICATIONS, INC.  

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  
(In thousands, except share and per share data)  

(Unaudited)  
   

The accompanying notes are an integral part of these financial statements.  
   

- 2 -  

     
Three Months Ended  

June 30,     
Six Months Ended  

June 30,   
     2009     2008     2009     2008   
Revenues:           

Relay and interpreting services     $ 32,529      $ 30,488      $ 67,104      $ 58,965    
Other       —          161        —          747    

       
  

      
  

      
  

      
  

Total Revenues       32,529        30,649        67,104        59,712    
         

Costs and expenses:           
Costs of relay and interpreting services       19,140        17,209        38,990        32,874    
Cost of other       —          242        —          894    
Sales and marketing       2,811        3,531        6,214        5,712    
General and administrative       6,767        6,108        13,286        11,972    
Research and development       1,128        565        2,638        1,411    
Depreciation and amortization       960        227        1,750        430    
Amortization of intangible assets       1,748        1,601        3,495        3,030    

       
  

      
  

      
  

      
  

Total costs and expenses       32,554        29,483        66,373        56,323    
       

  
      

  
      

  
      

  

         
Income (loss) from operations       (25 )      1,166        731        3,389    

   
Other income (expense):  
            

Other income       17        241        12        241    
Interest income (expense), net       (1,390 )      (1,608 )      (2,909 )      (3,273 )  

       
  

      
  

      
  

      
  

Total other income (expense)       (1,373 )      (1,367 )      (2,897 )      (3,032 )  
       

  
      

  
      

  
      

  

Income (loss) before income taxes       (1,398 )      (201 )      (2,166 )      357    
Income tax provision       365        —          540        —      

       
  

      
  

      
  

      
  

Net income (loss)       (1,763 )      (201 )      (2,706 )      357    
Preferred dividends       880        813        1,735        1,527    

       
  

      
  

      
  

      
  

Net loss applicable to common stockholders     $ (2,643 )    $ (1,014 )    $ (4,441 )    $ (1,170 )  
       

  

      

  

      

  

      

  

Loss per common share:           
Basic     $ (0.29 )    $ (0.11 )    $ (0.48 )    $ (0.13 )  

       

  

      

  

      

  

      

  

Diluted     $ (0.29 )    $ (0.11 )    $ (0.48 )    $ (0.13 )  
       

  

      

  

      

  

      

  

Weighted average shares outstanding           
Basic and Diluted       9,154,326        9,159,071        9,215,785        9,152,203    
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PURPLE COMMUNICATIONS, INC.  
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY  

(In thousands, except share data)  
(Unaudited)  

   

The accompanying notes are an integral part of these financial statements.  
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     Preferred Stock    Common Stock               Treasury Stock         

     
Number 
of Shares    Amount    

Number 
of Shares    Amount    

Additional 
 

Paid in  
Capital    

Accumulated 
 

deficit     
Number 
of Shares    Amount     

Total  
Stockholders 

 
Equity   

Balance at January 1, 2009     7,736,944    $ 77    9,184,387    $ 92    363,751    $ (287,194 )    30,062    $ (210 )    $ 76,516    
Issuance of common stock pursuant to warrant exercise     —        —      34,155      —      —        —        —        —          —      
Stock based compensation     —        —      —        —      966      —        —        —          966    
Repurchase of treasury shares     —        —      —        —      —        —        12,720      (48 )      (48 )  
Accrued preferred dividend     —        —      —        —      —        (1,735 )    —        —          (1,735 )  
Net Loss     —        —      —        —      —        (2,706 )    —        —          (2,706 )  

                                    
  

           
  

      
  

Balance at June 30, 2009     7,736,944    $ 77    9,218,542    $ 92    364,717    $ (291,635 )    42,782    $ (258 )    $ 72,993    
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PURPLE COMMUNICATIONS, INC.  

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
(In thousands)  
(Unaudited)  

   

The accompanying notes are an integral part of these financial statements.  
   

- 4 -  

     Six Months Ended June 30,   
             2009                     2008           
Operating activities       
Net income (loss)     $ (2,706 )    $ 357    
Adjustments to reconcile net income (loss) to net cash provided by operating activities       

Depreciation and amortization of fixed assets       2,168        430    
Amortization of intangible assets       3,495        3,030    
Amortization of debt discount and deferred financing costs       206        220    
Provision for losses on accounts receivable       —          118    
Non cash employee compensation       966        1,756    
Loss on interest rate cap agreement       (12 )      (241 )  
Changes in operating assets and liabilities:       

Increase in accounts receivable       (1,834 )      (4,945 )  
Increase in merchandise inventories       (1,335 )      (97 )  
Increase in other assets       (806 )      (1,059 )  
Increase (decrease) in accounts payable       3,628        (3,470 )  
Increase (decrease) in accrued expenses and other liabilities       (3,593 )      12,871    
Decrease in deferred revenue       —          (54 )  

       
  

      
  

Net cash provided by operating activities       177        8,916    

Investing activities       
Change in other assets and restricted cash       350        (567 )  
Acquisition of business, net of acquired cash       —          622    
Deferred acquisition costs       —          (3,558 )  
Purchase of property, equipment and leasehold improvements       (3,966 )      (1,545 )  

       
  

      
  

Net cash used by investing activities       (3,616 )      (5,048 )  

Financing activities       
Proceeds from sale of preferred stock       —          1,700    
Proceeds from the issuance of debt, net       —          16,745    
Purchase of treasury shares       (48 )      —      
Payments made on long term debt       (3,200 )      (200 )  
Change in other liabilities       (110 )      (71 )  

       
  

      
  

Net cash provided (used) by financing activities       (3,358 )      18,174    
       

  
      

  

Net change in cash and cash equivalents       (6,797 )      22,042    
Cash and cash equivalents at beginning of period       13,246        2,368    

       
  

      
  

Cash and cash equivalents at end of period     $ 6,449      $ 24,410    
       

  

      

  

Supplemental Disclosure of Cash Flow Information:       
Cash paid for Interest     $ 2,963      $ 3,323    

Supplemental Disclosure of Non-Cash Investing Activities:       
Acquisition of equipment through capital leases     $ —        $ 73    
Cash portion of Verizon purchase price withheld from financing       —          44,000    
Cash portion of Hands On purchase price withheld from financing       —          32,282    
Payoff of outstanding Hands On debt withheld from financing       —          6,017    
Financing costs withheld from financing       —          1,605    
Acquisition costs withheld from financing       —          3,016    
Repayment of credit agreement from proceeds from the issuance of debt       —          3,581    
Cost of issuance of preferred stock withheld from proceeds       —          1,156    
Accrued preferred stock dividend       1,735        1,527    
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PURPLE COMMUNICATIONS, INC.  

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

(Unaudited)  

Note 1 – Basis of Presentation:  

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America for interim financial information and with the instructions to Form 10-Q and 
Rule 10-01 of Regulation S-X and include the results of Purple Communications, Inc. (formerly known as GoAmerica, Inc.) and its wholly-
owned subsidiaries (collectively, the “Company”). Accordingly, certain information and footnote disclosures required in financial statements 
prepared in accordance with accounting principles generally accepted in the United States have been condensed or omitted. The statements are 
subject to possible adjustments in connection with the annual audit of the Company’s accounts for the year ended December 31, 2009. In the 
opinion of the Company’s management, the accompanying unaudited financial statements contain all adjustments (consisting only of normal 
recurring adjustments except as otherwise disclosed herein), which the Company considers necessary for the fair presentation of its financial 
position as of June 30, 2009 and the results of its operations and its cash flows for the three and six month periods ended June 30, 2009 and 
2008. Results for the interim periods are not necessarily indicative of results that may be expected for the entire year or for any other interim 
period. These financial statements should be read in conjunction with the Company’s audited financial statements and notes thereto included in 
the Company’s Annual Report on Form 10-K for the year ended December 31, 2008, which was filed with the Securities and Exchange 
Commission on March 31, 2009.  

The Company operates in a highly competitive environment subject to rapid technological change and emergence of new technology. 
Although management believes its services are transferable to emerging technologies, rapid changes in technology could have an adverse 
financial impact on the Company. In addition, as of June 30, 2009, the Company had 93% of its accounts receivable with the National Exchange 
Carriers Association (“NECA”). For the three and six months ended June 30, 2009, the Company generated 87% and 87%, respectively, of its 
total revenue with NECA compared with 97% and 97%, respectively, for the three and six months ended June 30, 2008.  

The Company has incurred significant operating losses since its inception and, as of June 30, 2009, has an accumulated deficit of 
$291,635. During the six months ended June 30, 2009, the Company recorded a net loss of $2,706 and provided $177 of cash from operating 
activities. As of June 30, 2009, the Company had $6,449 in cash and cash equivalents.  

Note 2 – Significant Accounting Policies:  

Revenue Recognition-Relay Services  

The Company derives revenue from relay and interpreting services which are recognized when persuasive evidence of an 
arrangement exists, the service has been delivered, the rates are fixed or determinable and collectability is reasonably assured. Using these 
criteria for revenue recognition, revenue is typically recognized when the services are rendered.  

The Company collects sales taxes from its customers when required and maintains a policy to classify these tax collections as a 
current liability until remitted to the appropriate state agency and a corresponding reduction of revenue.  

Endpoint Device Accounting  

Endpoint devices primarily consist of Mobile Video Phones and Netbook computers and are treated under two different accounting 
policies. First, endpoint devices that are provided to end users at no charge are capitalized as a Company owned asset and amortized over the 
asset’s expected useful life. The amortization expense is included in costs of relay and interpreting services. Secondly, devices that are purchased 
by the end user at a subsidized price are charged to cost of services at the Company’s cost of the device net of the customer subsidy.  
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Recent Accounting Pronouncements  

In December 2007, the FASB issued SFAS 141 (revised 2007), Business Combinations (“SFAS 141(R)”), which establishes 
principles and requirements for how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities 
assumed, and any noncontrolling interest in an acquiree, including the recognition and measurement of goodwill acquired in a business 
combination. SFAS 141(R) applies to fiscal years beginning on or after December 15, 2008. Earlier adoption is prohibited. The adoption of 
SFAS 141 (R) did not have a material effect of the Company’s financial condition or results of operations.  

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements — an 
amendment of ARB No. 51 . SFAS 160 amends ARB 51 to establish accounting and reporting standards for the noncontrolling interest in a 
subsidiary and for the deconsolidation of a subsidiary. It clarifies that a noncontrolling interest in a subsidiary, which is sometimes referred to as 
minority interest, is an ownership interest in the consolidated entity that should be reported as equity in the consolidated financial statements. 
Among other requirements, this statement requires consolidated net income to be reported at amounts that include the amounts attributable to 
both the parent and the noncontrolling interest. It also requires disclosure, on the face of the consolidated income statement, of the amounts of 
consolidated net income attributable to the parent and to the noncontrolling interest. SFAS 160 applies to fiscal years beginning on or after 
December 15, 2008. Earlier adoption is prohibited. The adoption of SFAS 160 did not have a material effect on the Company’s financial 
condition or results of operations.  

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities, and Amendment 
of FASB Statement No. 133 . (“SFAS 161”) amends FASB Statement No. 133, Accounting for Derivative Instruments and Hedging Activities 
(“SFAS 133”), to amend and expand the 35 disclosure requirements of SFAS 133 to provide greater transparency about (i) how and why an 
entity uses derivative instruments, (ii) how derivative instruments and related hedge items are accounted for under SFAS 133 and its related 
interpretations, and (iii) how derivative instruments and related hedged items affect an entity’s financial position, results of operations and cash 
flows. To meet those objectives, SFAS 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative 
disclosures about fair value amounts of gains and losses on derivative instruments and disclosures about credit-risk-related contingent features in 
derivative agreements. SFAS 161 is effective for the Company on January 1, 2009. Management has evaluated the effect of SFAS 161 with 
respect to its sole interest rate cap agreement. Due to the insignificant value of the instrument, SFAS 161 did not have a material effect on the 
Company’s financial condition or results of operations.  

In April 2009, the FASB issued FSP SFAS No 115-2 and SFAS No. 124-2, Recognition and Presentation of Other-Than-Temporary 
Impairments , (“FSP No. 115-2 and 124-2”) which provides operational guidance for determining other-than-temporary impairments for debt 
securities. The Company adopted FSP No. 115-2 and 124-2 effective April 1, 2009. The adoption of FSP No. 115-2 and 124-2 did not have 
material impact on the Company’s consolidated financial position, results of operations or cash flows.  

In April 2009, the Financial Accounting Standards Board (“FASB”) issued FSP SFAS No. 157-4, Determining Fair Value When the 
Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly (“FSP 
No. 157-4”) which provides additional guidance for estimating fair value in accordance with SFAS No. 157 when the volume and level of 
activity for the asset or liability have significantly decreased. FSP No. 157-4 re-emphasizes that regardless of market conditions, the fair value 
measurement is an exit price concept as defined in SFAS No. 157, and clarifies and includes additional factors to consider in determining 
whether there has been a significant decrease in market activity for an asset or  
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liability and provides additional clarification on estimating fair value when the market activity for an asset or liability has declined significantly. 
FSP No. 157-4 is applied prospectively to all fair value measurements where appropriate. The Company adopted the provisions of FSP No. 157-
4 effective April 1, 2009. The adoption of FSP No. 157-4 did not have a material impact on the Company’s consolidated financial position, 
results of operations or cash flows.  

In April 2009, the FASB issued FSP-FAS No. 107-1 and APB 28-1, Disclosures about Fair Value of Financial Instruments (“FAS 
No. 107-1/APB 28-1”). This FSP extends to interim periods certain disclosures about fair value of financial instruments for publicly traded 
companies and amends APB Opinion No. 28, Interim Financial Reporting, to require those disclosures in summarized financial information at 
interim reporting periods. This FSP is effective for interim reporting periods ending after June 15, 2009. The Company’s adoption of FAS 
No. 107-1/APB 28-1 did not have a material effect on the Company’s consolidated financial position, results of operations or cash flows.  

In April 2008, the FASB issued FSP-FAS No. 142-3, Determination of the Useful Life of Intangible Assets (“FAS 142-3”). FAS 142-
3 amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized 
intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS 142”). The objective of the Staff Position is to improve the 
consistency between the useful life of a recognized intangible asset under SFAS 142 and the period of expected cash flows used to measure the 
fair value of the asset under SFAS No. 141 (Revised 2007): Business Combinations (“SFAS 141R”) and other GAAP. FAS 142-3 is effective for 
fiscal years beginning after December 15, 2008. Management is currently evaluating the effect on the Company’s consolidated financial 
positions, results of operations and cash flows.  

In May 2009, the FASB issued SFAS No. 165, Subsequent Events (“SFAS No. 165”), which provides guidance on events that occur 
after the balance sheet date but prior to the issuance of the financial statements. SFAS No. 165 distinguishes events requiring recognition in the 
financial statements and those that may require disclosure in the financial statements. Furthermore, SFAS No. 165 requires disclosure of the date 
through which subsequent events were evaluated. SFAS No. 165 is effective for interim and annual periods after June 15, 2009. The Company 
adopted SFAS No. 165 for the quarter ended June 30, 2009, and have evaluated subsequent events through August 13, 2009.  

In June 2009, the FASB issued Statement No. 168, The FASB Accounting Standards Codification and the Hierarchy of Generally 
Accepted Accounting Principles—a replacement of FASB Statement No. 162 (“FAS 168”). This statement provides for the FASB Accounting 
Standards Codification to become the single official source of authoritative, nongovernmental generally accepted accounting principles in the 
United States. FAS 168 does not change GAAP but reorganizes the literature. This statement is effective for interim and annual periods ending 
after September 15, 2009.  

Note 3 – Series A Preferred Stock:  

On August 1, 2007, the Company filed a Certificate of Designations, Powers, Preferences and Rights of the Series A Preferred Stock 
(“Series A Preferred Stock”) with the Secretary of State of the State of Delaware. Such certificate authorized and designated 290,135 shares of 
Series A Preferred Stock with a par value of $0.01 per share. The Series A Preferred Stock, plus all accrued and unpaid dividends, has a 
liquidation value of $5.17 per share and is convertible into shares of Common Stock, at any time after the date of issue, at a conversion price of 
$5.17, subject to adjustment for stock splits, stock dividends and issuances of additional shares of common stock for no consideration or for 
consideration that is less than the conversion price that is then in effect. The Series A Preferred Stock may be redeemed at the option of the 
holder or by the Company under certain circumstances. Each holder shall be entitled to the number of votes equal to the number of shares of 
Common Stock the Series A Preferred Stock could be converted into. The shares of Series A Preferred Stock will accrue cumulative cash 
dividends at a rate of 8% per annum, compounded quarterly from the date of issuance. Payment of dividends on the Series A Preferred Stock 
will be paid in preference to any dividend on common stock.  

On August 1, 2007, the Company sold 290,135 shares of Series A Preferred Stock to Clearlake Capital Group (“Clearlake”) at a 
purchase price of $5.17 per share resulting in net proceeds of approximately $1,460. On August 1, 2007, the Company also entered into an 
agreement with Clearlake, which was later amended on September 12, 2007, allowing for the purchase of 7,446,809 additional shares of 
preferred stock, which was effected by Clearlake on January 10, 2008, in connection with the acquisitions more fully described in Note 10. The 
Company filed a restated certificate of incorporation increasing the authorized and designated shares of Series A Preferred Stock to allow for this 
transaction to be consummated. As of June 30, 2009, the Company had accrued approximately $5,006 of preferred dividends.  
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Note 4 – Credit Agreement:  

On August 1, 2007, the Company entered into a Credit Agreement (the “Credit Agreement”), with Clearlake as administrative agent 
and collateral agent, pursuant to which the Company received a $1,000 bridge loan, which was increased by $1,800 on September 14, 2007 and 
an additional increase of $800 on October 29, 2007. Interest on the loan was payable on the first business day following the end of each month, 
at the LIBOR rate, plus 8%. Interest was payable in cash, except that a portion of the interest equal to 4% is payable in kind in the form of 
additional loans. The loan was secured by substantially all of the assets of the Company and its principal subsidiaries and the stock of such 
principal subsidiaries. The credit agreements contained customary operating and financial covenants, including restrictions on the Company’s 
ability to pay dividends to its common stockholders, make investments, undertake affiliate transactions, and incur additional indebtedness, in 
addition to financial compliance requirements. On January 10, 2008, the loan was repaid in full, in the amount of $3,582, upon the closing of the 
Verizon transaction described in Note 10. Included in the amount paid was $50 of accrued interest expense incurred during January 2008.  

Note 5 – Senior Debt:  

First Lien Credit Facilities.  

On January 10, 2008, the Company entered into a Credit Agreement (the “First Lien Credit Agreement”), dated as of January 10, 
2008 (the “Closing Date”), with Churchill Financial LLC, as administrative agent (the “First Lien Administrative Agent”), and Ableco Finance 
LLC, as collateral agent (the “Collateral Agent”). The First Lien Credit Agreement provides for term loans of $40,000, all of which was 
borrowed on the Closing Date. The maturity date of the term loans is January 10, 2014, and the maturity date for revolving loans made from time 
to time is January 10, 2013. The Company is required to make quarterly repayments of principal on the term loans in the amount of $100 per 
quarter. Mandatory prepayments are also required to be made in the case of certain events, including asset sales, a portion of excess cash flow, 
proceeds from debt issuances and extraordinary receipts. Voluntary prepayments of principal of the term loans are subject to a prepayment 
penalty, expressed as a percentage of the principal amount so prepaid, of 2% from the Closing Date through but not including the first 
anniversary of the Closing Date, and 1% from the first anniversary of the Closing Date through but not including the second anniversary of the 
Closing Date. Mandatory prepayments are generally not subject to the payment of penalties except in the case of debt issuances, where the 
principal amount of term loans so prepaid is treated as though they were voluntary prepayments. In addition to the term loans, the credit facility 
provided for a revolving loan availability of up to $15,000, none of which was borrowed on the Closing Date. On December 3, 2008 the 
Company entered into the Third Amendment and Consent to the First Lien Credit Agreement which among other things allowed the Company to 
repurchase shares of the Company’s outstanding common stock. The amendment to the Credit Agreement provided for a $2,000 reduction in the 
Company’s revolving line of credit, reducing total availability to $13,000, all of which was available as of June 30, 2009. On March 31, 2009, 
the Company made a voluntary principal prepayment of debt in the amount $3,000 on its First Lien credit facility. In accordance with the credit 
agreement the payment was subject to a 1% prepayment penalty. Borrowing under the revolving line of credit is conditioned upon maintaining 
availability under the line of credit and unrestricted cash deposits in controlled accounts of at least $5,000 in the aggregate.  

The First Lien Credit Agreement contains affirmative and restrictive covenants that require the Company to take or refrain from 
taking certain actions, including, among other things, the obligation to provide certain financial and other information and limitations on its 
ability to incur debt, make investments, pay dividends, change the nature of its business, engage in affiliate transactions, or sell assets. In 
addition, the Company must comply with financial covenants for maximum consolidated leverage, maximum amounts of capital expenditures, 
and certain amounts of revolver availability or cash and cash equivalents subject to control agreements in favor of the Collateral Agent. As of 
June 30, 2009 the Company was compliant with the above required covenants.  
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Interest on the loans under the First Lien Credit Agreement is at variable rates which can be linked to LIBOR plus the applicable 
margin, or at a “base rate” of the higher of the U.S. prime rate quoted by The Wall Street Journal and the Federal Funds Rate plus 0.5% per 
annum, plus the applicable margin. The interest rate increases by 2% in the case of an event of default. The applicable margin is determined as 
follows:  
   

   

   

As of June 30, 2009, the Company’s interest rate for the First Lien Credit Agreement was based on the LIBOR option plus 4.5% 
applicable margin.  

In accordance with the Guaranty and Security Agreement entered into by the Company and the Collateral Agent on the Closing Date, 
the obligations of the Company under the First Lien Credit Agreement are secured by all of the assets of the Company.  

In conjunction with the First Lien Credit Agreement, the Company incurred $1,115 of fees paid to the lenders and $662 of financing 
fees paid to third parties. Amounts paid to the lenders are presented as debt discount and are recorded as a reduction to the debt and are 
amortized over the life of the debt. Fees paid to third parties are classified as deferred financing costs and are amortized over the life of the debt. 
As of June 30, 2009, the unamortized balance relating to the debt discount equaled $841 and the unamortized balance relating to the deferred 
financing fees equaled $435.  

Second Lien Credit Facilities and Intercreditor Agreement.  

Concurrently with entering into the First Lien Credit Agreement, the Company entered into the Second Lien Credit Agreement (the 
“Second Lien Credit Agreement”), dated as of the Closing Date, with the lenders, and Clearlake, as administrative agent (the “Second Lien 
Agent”). The Second Lien Credit Agreement provides for term loans of $30,000, all of which was borrowed on the Closing Date. The maturity 
date of the loans is January 10, 2015, and there are no scheduled amortization payments. Mandatory prepayments, which are not subject to 
prepayment penalty, are required to be made in the case of certain events, including asset sales, a portion of excess cash flow, proceeds from 
debt issuances and extraordinary receipts. Voluntary prepayments of principal of the loans are subject to a prepayment penalty, expressed as a 
percentage of the principal amount so prepaid, of 2% from the Closing Date through but not including the first anniversary of the Closing Date, 
and 1% from the first anniversary of the Closing Date through but not including the fourth anniversary of the Closing Date. Mandatory 
prepayments are generally not subject to the payment of penalties except in the case of debt issuances, where the principal amount of loans so 
prepaid is treated as though they were voluntary prepayments. The affirmative, negative and financial covenants in the Second Lien Credit 
Agreement are substantially similar to those set forth in the First Lien Credit Agreement, except that in certain circumstances they are less 
restrictive than those set forth in the First Lien Credit Agreement. Loans under the Second Lien Credit Agreement bear interest at LIBOR plus 
9% per annum, which rate increases by 2% in the case of an event of default.  

In accordance with the Second Guaranty and Security Agreement entered into by the Company and the Second Lien Agent on the 
Closing Date, the obligations of the Company under the Second Lien Credit Agreement are secured by all of the assets of the Company and 
subject to certain exceptions and limitations, and subject to the Intercreditor Agreement (referred to below).  
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—   during the period commencing on the Closing Date and ending on the next date of determination after the fiscal quarter 

ending December 31, 2008, the incremental percentage set forth in the applicable column opposite Level I in the table set 
forth below and;  

  
—   thereafter, as of each date of determination (and until the next such date of determination), a percentage equal to the 

percentage set forth below in the applicable column opposite the level corresponding to the Consolidated Senior Leverage 
Ratio (as defined in the agreement) in effect as of the last day of the most recently ended quarter:  

LEVEL    
CONSOLIDATED SENIOR  
LEVERAGE RATIO    BASE RATE LOANS    LIBOR RATE LOANS 

I     Greater than or equal to 3.0 to 1     Plus 4 .00    Plus 5 .00 
II     Greater than or equal to 2.00 to 1 and less than 3.00 to 1     Plus 3 .50    Plus 4 .50 
III     Less than 2.00 to 1     Plus 3 .25    Plus 4 .25 
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The Intercreditor Agreement, dated as of the Closing Date, by and among the First Lien Administrative Agent, the Collateral Agent 
and the Second Lien Agent (the “Intercreditor Agreement”), provides for and governs, among other things, the relative priorities among the 
secured parties under the First Lien Obligations and the Second Lien Obligations. The Company acknowledged the Intercreditor Agreement but 
is not a party thereto. In conjunction with the Second Lien Credit Agreement, the Company incurred $1,162 of fees paid to the lenders. Amounts 
paid to lenders are presented as debt discount and are recorded as a reduction to the debt and are amortized over the life of the debt. As of 
June 30, 2009, the unamortized balance relating to this debt discount equaled $917. The Company paid $265 of financing fees to third parties 
which are classified as deferred financing costs and are amortized over the life of the debt. As of June 30, 2009, the unamortized balance relating 
to the deferred financing fees equaled $209.  

A summary of the Company’s outstanding long term debt is as of June 30, 2009:  
   

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

During the three and six months ended June 30, 2009, the Company recognized $88 and $176, respectively, of interest expense from 
amortization of the debt discount compared to the three and six months ended June 30, 2008, of $88 and $166, respectively.  

Note 6 – Earnings (Loss) Per Share:  

The Company computes net loss per share under the provisions of SFAS No. 128, Earnings per Share (“SFAS 128”), and SEC Staff 
Accounting Bulletin No. 98 (“SAB 98”).  

Under the provisions of SFAS 128 and SAB 98, basic loss per share is computed by dividing the Company’s net loss for the period 
by the weighted-average number of shares of common stock outstanding during the period. As the Company had a net loss applicable to 
common stockholders for the six months ended June 30, 2009 and 2008, the impact of the assumed exercise of the stock options and warrants 
and conversion of the Series A Preferred Stocks is anti-dilutive and as such, 11,665,221 and 9,484,424, respectively, of common stock 
equivalent shares were excluded from the computation of diluted net loss per share as follows:  
   

   
- 10 -  

First lien debt     $ 36,400    
Second lien debt       30,000    

       
  

Total debt       66,400    
       

  

Less of debt discount       (1,758 )  
       

  

Total debt, net of debt discount       64,642    
Less: current portion of long term debt       400    

       
  

Long term debt     $ 64,242    
       

  

2010     $ 400 
2011       400 
2012       400 
2013       400 
2014 and thereafter       64,800 

       

Long term debt     $ 66,400 
       

     Three Months Ended June 30,    Six Months Ended June 30, 
              2009                      2008                      2009                      2008          

Options     2,947,656    2,208,597    2,947,656    1,663,160 
Warrants     12,500    84,320    12,500    84,320 
Preferred stock     8,705,065    7,736,944    8,705,065    7,736,944 

                    

Total     11,665,221    10,029,861    11,665,221    9,484,424 
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Note 7 – Goodwill and Other Intangible Assets:  

The Company follows SFAS No. 142, Goodwill and Other Intangible Assets . Under SFAS No. 142, goodwill and other intangible 
assets with indefinite lives are no longer amortized but are reviewed for impairment annually or more frequently if impairment indicators arise. 
The Company believes there are no such impairment indicators at June 30, 2009.  

Intangible assets consisted of the following at June 30, 2009:  
   

The above intangible assets are amortized over their estimated life as follows:  
   

There has been no change in the value of goodwill for the periods presented in these financial statements.  

During the three months ended June 30, 2009 and 2008, the Company recognized $1,749 and $1,601, respectively, of amortization 
expense. During the six months ended June 30, 2009 and 2008, the Company recognized $3,495 and $3,030, respectively, of amortization 
expense. Based upon our intangible assets as of June 30, 2009 and the book value of those assets as of such date, amortization expense is 
expected to be approximately $6,731, $4,392, $2,046, $1,808 and $213 for the twelve month periods ended June 30, 2010, 2011, 2012, 2013 and 
2014, respectively.  

Note 8 – Stock-based Compensation:  

The Company has a stock-based compensation program that provides our Board of Directors broad discretion in creating employee 
equity incentives. This program includes incentive and non-statutory stock options and non-vested stock awards (also known as restricted stock) 
granted under various plans, the majority of which are stockholder approved. As of June 30, 2009, the Company had 235,635 shares of common 
stock reserved for future issuance under our equity compensation plan and stock purchase plan.  

Effective January 1, 2006, the Company adopted the provisions of SFAS 123R, requiring us to recognize expense related to the fair 
value of our stock-based compensation awards. The Company elected to use the modified prospective transition method as permitted by 
SFAS 123R and, therefore, we did not restate our financial results for prior periods.  

During the six months ended June 30, 2009, the Company has issued stock options totaling 589,500 with a value of approximately 
$448 to certain employees and consultants at an exercise price ranging from $2.37 to $5.17 per share. The fair value of these options was 
calculated under the Black-Scholes option pricing model with the following assumptions:  
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     Trademarks    Customer Lists     Technology     Contractual     Total   

Indentifiable intangible assets     $ 37,800    $ 22,807      $ 1,293      $ 1,103      $ 63,003    
Accumulated amortization       —        (8,811 )      (484 )      (717 )      (10,013 )  

              
  

      
  

      
  

      
  

Ending balance June 30, 2009     $ 37,800    $ 13,996      $ 809      $ 386      $ 52,990    
              

  

      

  

      

  

      

  

Trademarks     Indefinite  
Customer Lists     3 years - 5.5 years 
Technology     1.5 years - 5 years 
Contracts     2 years  

Risk free rate     3.02% - 3.71%  
Volatility     21.35% -74.10%  
Expected life     6.25 years  
Forfeiture rate     16.1%  
Dividend yield     0.00%  
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The Company recognizes compensation expense for employee stock option awards on a straight-line basis over the requisite service 
period of the award. With respect to all outstanding employee stock options, the Company will recognize a total of $6,888 compensation expense 
over a service period of one to four years. As of June 30, 2009, the Company had recognized $966 of non cash stock based compensation.  

Stock option activity for the six months ended June 30, 2009, is as follows:  
   

The weighted average grant date fair value per share during the six months ended June 30, 2009 and 2008, was $0.91 and $3.89, 
respectively.  

The following table summarizes information about fixed price stock options outstanding at June 30, 2009:  
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Number of 
Options     

Weighted-Average 
Exercise Price 

Outstanding at January 1, 2009     2,523,386      $ 8.04 
Granted     589,500        3.26 
Assumed     —          —   
Exercised     —          —   
Canceled     (165,230 )      9.87 

     
  

  

Outstanding at June 30, 2009     2,947,656      $ 6.98 
     

  

  

Exercisable at June 30, 2009     967,375      $ 10.56 
     

  

  

     Outstanding 

Range of Exercise Prices    Number Outstanding    

Weighted-Average 
Exercise Price    

Weighted-Average 
Remaining  

Contractual Life    
Aggregate  

Intrinsic Value 
0.24-6.93     2,909,010    $ 5.46    8.9 years    $ 120 

16.00-26.40     20,496      21.10    3.9 years    

43.20-44.80     4,500      43.91    1.7 years    

84.00-84.80     150      84.80    0.1 years    

104.80-151.20     5,284      150.57    2.5 years    

162.48-167.20     2,610      166.97    0.8 years    

401.60-600.00     5,106      428.00    0.6 years    

1,200.00-1,280.00     500      1,280.00    0.8 years    
                        

Total     2,947,656    $ 6.98    8.8 years    $ 120 
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The aggregate intrinsic value in the table above represents the total pretax intrinsic value (i.e., the difference between the Company’s 
closing stock price on the last trading day of our second quarter of 2009, which was $2.45, and the exercise price, times the number of shares) 
that would have been received by the option holders had all option holders exercised their in the money options on June 30, 2009. This amount 
changes based on the fair market value of the Company’s stock.  

The following table sets forth the total stock-based compensation expense resulting from stock options and vested restricted stock 
awards included in the Company’s condensed consolidated statements of operations:  
   

Note 9 – Commitments and Contingencies:  

Various claims and legal proceedings generally incidental to the normal course of business are pending or threatened against the 
Company. Although we cannot predict the outcome of these matters, in the opinion of management, any liability arising from them will not have 
a material adverse effect on our financial position, results of operations or liquidity.  

Mr. Edmond Routhier’s employment with the Company terminated effective May 22, 2009, pursuant to a separation and general 
release agreement. Mr. Routhier previously served as the Company’s President and Vice Chairman. Mr. Routhier’s agreement provides, among 
other things, that he will continue to have observation rights at regular meetings of the Board of Directors, and will continue to provide 
consulting services for a period of one year, during which time Mr. Routhier will receive salary continuation and health benefits. Additionally, 
during the first six months of the consultancy period, Mr. Routhier will have the right to exercise his options shares that were vested and 
exercisable as of May 22, 2009.  

Mr. Dominic Gomez was appointed as the President of the Company pursuant to an employment agreement, dated June 1, 2009. 
Mr. Gomez is employed on a full-time basis as the Company’s President and receives an annual base salary of $275,000. The Compensation 
Committee may award Mr. Gomez additional cash bonus payments in amounts up to 100% of his base salary on an annual basis. On May 28, 
2009, Mr. Gomez was granted an option to purchase 230,000 shares of the Company’s common stock at an exercise price of $2.37 per share 
pursuant to the Company’s 2005 Equity Compensation Plan. Such option vests in 48 equal monthly installments, commencing on May 14, 2009 
and continuing on the fourteenth day of each month thereafter. The Compensation Committee also may make additional option grants or 
restricted stock awards  
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     Exercisable      

Range of Exercise Prices    

Number  
Exercisable    

Weighted-Average 
Exercise Price    

Aggregate  
Intrinsic Value 

0.24-6.93     928,729    $ 5.94    $ 68 
16.00-26.40     20,496      21.10    
43.20-44.80     4,500      43.91    
84.00-84.80     150      84.80    

104.80-151.20     5,284      150.57    
162.48-167.20     2,610      166.97    
401.60-600.00     5,106      428.00    

1,200.00-1,280.00     500      1,280.00    
                   

Total     967,375    $ 10.56    $ 68 
                   

     

Three Months Ended  
June 30,    

Six Months Ended  
June 30, 

     2009    2008    2009    2008 

General and administrative     $ 434    $ 768    $ 966    $ 1,756 
                            

Stock-based compensation expense before income taxes       434      768      966      1,756 
Income tax benefit       —        —        —        —   

                            

Total stock-based compensation expense after income taxes     $ 434    $ 768    $ 966    $ 1,756 
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to Mr. Gomez in its discretion from time to time. Mr. Gomez’s employment is on an “at will” basis, and may be terminated by the Company at 
any time, subject to its obligation to provide severance benefits under certain circumstances. If, after six months of employment, Mr. Gomez is 
terminated without cause or resigns for good reason (as each such term is defined in the employment agreement), he will be entitled to receive 
severance in an amount equal to one year’s base salary, as well as the right to continue in Company health and welfare benefit plans for one year 
after termination. After six months of employment with the Company, in the event of a change of control of the Company (as defined in the 
employment agreement), 25% of Mr. Gomez’s then-unvested stock options shall immediately vest. In addition, after a change of control of the 
Company occurring after six months of employment with the Company, all remaining unvested stock options of Mr. Gomez shall immediately 
vest if Mr. Gomez’s aggregate compensation is substantially diminished. Mr. Gomez will be reimbursed up to $5,000 per month for direct 
expenses for one or more of the following: (a) corporate housing, (b) rental car or other transportation services, and (c) professional clubs or 
organization membership. The employment agreement also contains certain confidentiality provisions and requires that the Company maintain 
standard directors and officers insurance covering Mr. Gomez in the same amount as the Company maintains for other directors and officers.  

On March 10, 2009, the Company filed a complaint in Sacramento County Superior Court against American Sign Language Services 
Corporation, or ASLS, and other defendants alleging breach of contract and various tort claims in connection with the defendants’ operation of 
two video relay service call centers with the Company in 2008 and the defendants’ subsequent opening and operation of a competing call center. 
The complaint seeks compensatory and punitive damages in an amount to be determined at trial and injunctions prohibiting disclosure of the 
Company’s trade secrets. The defendants subsequently removed the case to the United States District Court for the Eastern District of California. 
On or about April 20, 2009, the defendants answered the Company’s complaint, and ASLS filed a counterclaim alleging breach of contract and 
various tort claims. ASLS seeks compensatory and exemplary damages, an order enjoining the Company from opening certain call centers and 
disgorgement of profits. The Company believes that ASLS’ counterclaim is without merit and intends to vigorously defend against such 
allegations. As of the filing of this quarterly report on Form 10-Q, the Company has not accrued any liability related to ASLS’ counterclaim, as 
the Company does not believe at such time that the Company’s liability to ASLS is probable and capable of being reasonably estimated. If the 
Company is not successful in defending such counterclaims, the Company could be liable for monetary damages that could have a material 
adverse effect on the Company’s results of operations, financial condition and cash flows.  

On June 25, 2009, the Company received a subpoena for documents from the grand jury for the United States District Court for the 
District of Columbia. We believe that other companies within our TRS industry are subject to similar investigations. The Company is in the 
process of providing documents in response to the subpoena. We are unable to predict the outcome of this investigation.  

On June 26, 2009, the Company received subpoenas from the Securities and Exchange Commission (the “SEC”) for documents and the 
testimony of the Company’s Chief Financial Officer pursuant to a formal order of investigation into the Company. The Company is in the 
process of providing documents to the SEC. We are unable to predict the outcome of this investigation.  

Note 10 – Acquisitions:  

Acquisition of certain assets of Verizon TRS division  

On January 10, 2008, the Company acquired certain assets of the Telecommunications Relay Services (“TRS”) division of MCI 
Communications Services, Inc. (“Verizon”), a leading provider of relay services transactions for $46,000 in cash and $5,500 of contingent cash 
consideration. The Verizon acquisition was financed through $33,500 of equity financing from the sale of 6,479,691 shares of Series A Preferred 
stock at a price of $5.17 per share (see Note 3) and $30,000 of senior debt financing (see Note 5). The Company consummated the acquisition in 
an effort to increase its volume and improve its results of operations.  

The funding of the purchase price of the acquisition was as follows:  
   

The components of purchase price was as follows:  
   

Under the purchase method of accounting, the total purchase price is allocated to net tangible assets acquired based on their estimated 
fair values as of the date of the completion of the acquisition. Management has performed an assessment to identify and value intangible assets 
acquired in conjunction with this transaction. The fair value assigned to the identified intangible assets and goodwill are as follows:  
   

Value of preferred stock issued, net of fees     $  32,664    
Senior debt issuance, net of discount and deferred finance fees       28,573    
Transaction costs       5,462    
Acquired working capital       (6,000 )  
Additional working capital raised       (9,737 )  

       
  

Total purchase price     $ 50,962    
       

  

Cash consideration     $ 46,000    
Additional consideration — Managed Service Agreement       5,500    
Transaction costs       5,462    

       
  

Total purchase consideration and transaction costs       56,962    
Acquired working capital       (6,000 )  

       
  

Total purchase price     $ 50,962    
       

  



Goodwill and trademarks are not amortized for financial reporting purposes, however, the amount will be amortized over a 15 year 
life for income tax purposes.  

In connection with the Verizon acquisition, the Company entered into a Managed Services Agreement, dated August 1, 2007, with 
Stellar Nordia.  
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Trademarks     $  19,500 
Customer lists       11,800 
Contracts       700 
Goodwill       18,962 

       

Fair value of assets acquired     $ 50,962 
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Acquisition of Hands On Video Relay Services, Inc.  

On January 10, 2008, the Company acquired Hands On Video Relay Services, Inc. (“HOVRS”), a California-based provider of video 
relay and interpreting services, for $35,000 in cash, 6,696,466 shares of its common stock valued at $5.17 per share and assumption of 276,246 
stock options (see Note 8). The cash portion of the consideration was financed through $5,000 of equity financing from the sale of 967,118 
shares of Series A Preferred stock at a price of $5.17 per share (see Note 3) and the issuance of $40,000 senior debt financing (see Note 5). The 
Company consummated the acquisition in an effort to increase its volume and improve its results of operations.  

The funding of the purchase price of the acquisition was as follows:  
   

The purchase price has been determined as follows:  
   

Under the purchase method of accounting, the total purchase price is allocated to net tangible assets acquired based on their estimated 
fair values as of the date of the completion of the acquisition. Management has performed an assessment to identify and value intangible assets 
acquired in conjunction with this transaction. The fair values assigned to the tangible assets acquired, liabilities assumed, identified intangible 
assets and goodwill are as follows:  
   

In conjunction with the closing of the HOVRS acquisition, the Company assumed certain outstanding operating and capital lease 
agreements in force on the date of closing.  

Acquisition of Sign Language Associates, Inc. and Visual Language Interpreting, Inc.  

On July 1, 2008 the Company acquired all of the outstanding stock of two sign language interpreting companies, Sign Language 
Associates (“SLA”) and Video Language Interpreting (“VLI”), for a total purchase price of $7,047. A total of $5,072 was paid at closing, which 
included a $250 escrow fund payment with the remaining  
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Value of common stock issued     $  34,621    
Value of preferred stock issued, net of fees       4,875    
Senior debt issuance, net if discount and deferred finance fees       38,288    
Transaction costs       6,583    
Acquired net assets       (2,167 )  
Additional working capital raised       (8,714 )  

       
  

Total purchase price     $ 73,486    
       

  

Cash consideration     $  32,282 
Common shares issued       34,621 
Transaction costs       6,583 

       

Total purchase price     $ 73,486 
       

Cash     $ 2,635    
Other current assets       8,062    
Property, plant and equipment       3,519    
Long term assets       185    
Current liabilities       (11,921 )  
Long term liabilities       (408 )  
Trademarks       18,300    
Customer lists       10,300    
Technology       1,016    
Goodwill       41,798    

       
  

Fair value of net assets acquired     $ 73,486    
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installments due over the next two years contingent upon certain requirements within the stock purchase agreement. The Company used cash on 
hand to satisfy all related merger consideration. The Company consummated the acquisition in an effort to increase its volume and improve its 
results of operations.  

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

Under the purchase method of accounting, the total purchase price is allocated to net tangible assets acquired based on their estimated 
fair values as of the date of the completion of the acquisition. Based upon valuation reports provided by a professional valuation firm, the 
Company recorded identified intangible assets. The fair values assigned to the tangible assets acquired, liabilities assumed, identified intangible 
assets and goodwill are as follows:  
   

Certain goodwill and trademarks are not amortized for financial reporting purposes, however, the amount will be amortized over a 15 
year life for income tax purposes.  

Note 11 – Income Taxes:  

The Company adopted the provisions of Financial Accounting Standards Board (“FASB”) Interpretation No. 48, Accounting for 
Uncertainty in Income Taxes-an interpretation of FASB Statement No. 109 (“FIN 48”), on January 1, 2007. FIN 48 clarifies the accounting for 
uncertainty in income taxes recognized in an enterprise’s financial statements in accordance with FASB Statement 109, Accounting for Income 
Taxes , and prescribes a recognition threshold and measurement process for financial statement recognition and measurement of a tax position 
taken or expected to be taken in a tax return. FIN 48 also provides guidance on de-recognition, classification, interest and penalties, accounting 
in interim periods, disclosure and transition.  

Based on the Company’s evaluation, we have concluded that there are no significant uncertain tax positions requiring recognition in 
our financial statements or adjustments to our deferred tax assets and related valuation allowance. The evaluation was performed for the tax 
years ended December 31, 2005, 2006, 2007 and 2008, the tax years which remain subject to examination by major tax jurisdictions as of 
June 30, 2009.  

The Company may from time to time be assessed interest or penalties by major tax jurisdictions, although any such assessments 
historically have been minimal and immaterial to our financial results. In the event the Company may have received an assessment for interest 
and/or penalties, it has been classified in the financial statements as selling, general and administrative expense.  

The Company has federal net operating loss (“NOL”) carryforwards of approximately $189,969. The federal NOL carryforwards 
expire beginning in 2015. The Tax Reform Act of 1986 enacted a complex set of rules limiting the potential utilization of net operating loss and 
tax credit carryforwards in periods following a corporate “ownership change.” In general, for federal income tax purposes, an ownership change 
is deemed to occur if the  
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Cash consideration     $ 5,072 
Additional consideration       1,975 
Transaction costs       1,104 

       

Total aggregated purchase price     $ 8,151 
       

Cash     $ 645    
Other current assets       3,193    
Property, plant and equipment       303    
Long term assets       281    
Current liabilities       (1,111 )  
Long term liabilities       (82 )  
Contracts       403    
Customer lists       707    
Technology       277    
Goodwill       3,535    

       
  

Fair value of net assets acquired     $ 8,151    
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percentage of stock of a loss corporation owned (actually, constructively and, in some cases, deemed) by one or more “5% shareholders” has 
increased by more than 50 percentage points over the lowest percentage of such stock owned during a three-year testing period. The Company 
believes that an ownership change has occurred with respect to the transactions previously described. The effect of an ownership change would 
be the imposition of an annual limitation on the use of net operating loss carryforwards attributable to periods before the change. The Company 
has not performed a detailed analysis to determine the amount of the potential limitations.  

Note 12 – Related Party Transactions:  

The Company entered into certain additional financing and equity agreements with Clearlake as a result of the transactions described 
in Note 10. Note 5 describes our credit agreements with Clearlake and Note 3 describes our sale of Series A Preferred Stock to Clearlake. On 
January 10, 2008, all outstanding amounts under the Credit Agreement with Clearlake (more fully described in Note 4) were repaid in full. The 
Company incurred $135 and $-0- related to consulting arrangement costs with Clearlake during the six month periods ended June 30, 2009 and 
2008, respectively.  

Note 13 – Stockholders’ Equity:  

During the six months ended June 30, 2009, the Company entered into the following stock related transactions:  
   

   

   

   

Note 14 – Subsequent Events:  

Commencing in August 2009 for reimbursements generated from minutes used in July 2009, NECA has implemented new payment 
terms for TRS providers that delay the collection by TRS providers of NECA reimbursements by up to 20 business days. The delayed payment 
terms will have a negative affect on the Company’s cash flow. Partially as a result of such delayed payment terms, on July 27, 2009, the 
Company borrowed $8,000 under its revolving credit facility with Churchill Financial, LLC and Ableco Finance LLC. Such borrowing reduced 
the available credit under the revolving credit facility to $5,000. Additional borrowing under the revolving credit facility is conditioned upon 
maintaining availability under the line of credit and unrestricted cash deposits in controlled deposit accounts of at least $5,000 in the aggregate.  

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

Overview  

Purple Communications, Inc., a Delaware corporation, formerly known as GoAmerica, Inc., is a leading provider of video relay and 
text relay services and professional interpreting, offering a wide array of options designed to meet the varied communication needs of its 
customers. Our vision is to enable free-flowing communication between people, inclusive of differences in abilities, languages, or locations. For 
more information on our services, visit www.purple.us or contact Purple Communications directly by voice at 415-408-2300, by Internet relay 
by visiting www.i711.com or www.ip-relay.com, or by video phone by connecting to hovrs.tv.  
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—   On March 6, 2009 the Company issued 34,155 shares of Common Stock as a result of the cash less exercise of warrants originally 

issued to the placement agents in connection with the Company’s 2004 financing.  

  
—   The Company filed a Certificate of Amendment to the Company’s Fourth Amended and Restated Certificate of Incorporation with 

the Secretary of State of the State of Delaware to change the name of the Company from “GoAmerica, Inc.” to “Purple 
Communications, Inc.”  The Certificate of Amendment became effective on February 11, 2009.  

  
—   On February 27, 2009, May 28, 2009 and June 1, 2009 the Company granted stock options to employees pursuant to the Company’s 

2005 Equity Compensation Plan (see Note 8).  

  
—   During the six month period ended June 30, 2009 the Company repurchased 12,720 shares of Common Stock pursuant to its share 

repurchase program.  
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We were originally incorporated in 1999. On January 10, 2008, we acquired certain assets of the Telecommunications Relay Services 
(“TRS”) division of MCI Communications Services, Inc. (“Verizon”), a leading provider of relay services transactions, and Hands On Video 
Relay Services, Inc. (“HOVRS”), a California-based provider of video relay and interpreting services. On July 1, 2008, we acquired Sign 
Language Associates, Inc. (“SLA”), a DC-based provider of community interpreting services, and Visual Language Interpreting, Inc. (“VLI”), a 
Virginia-based provider of community interpreting services. On February 12, 2009, we changed our name to Purple Communications, Inc.  

We generate the majority of our revenue from relay and interpreting services. This revenue is made up of video relay, IP relay, 
traditional telerelay and speech-to-speech service and community interpreting. Revenue is recognized when services are provided or earned. As 
of June 30, 2009, we had 93% of our accounts receivable with the National Exchange Carriers Association (“NECA”). For the three and six 
months ended June 30, 2009, we generated 87% and 87%, respectively, of our total revenue with NECA compared with 97% and 97%, 
respectively, for the three and six months ended June 30, 2008.  

Our sales and marketing expenses consist primarily of compensation and related costs for marketing personnel, advertising and 
promotions, travel and entertainment and other related costs. We expect sales and marketing expenses to increase during 2009 as compared to 
2008 as we expand our user base for relay and interpreting services through our acquisitions that were completed in fiscal year 2008. Our general 
and administrative expenses consist primarily of compensation and related costs for general corporate and business development, along with rent 
and other related costs. We expect general and administrative expenses to decrease as we complete the integration efforts related to the 
acquisitions. Our research and development expenses consist primarily of compensation and related costs and professional service fees. 
Depreciation and amortization expenses consist primarily of depreciation expenses arising from equipment purchased for our network operations 
center and other property and equipment purchases. Amortization of other intangibles relates to the amortization of identified intangible assets 
resulting from the 2008 acquisitions.  

Net interest expense consists primarily of interest incurred on debt and is partially offset by interest earned on cash and cash 
equivalents. Interest expense in 2008 increased materially over prior periods as a result of increased amount of debt we incurred in January 2008 
to partially fund acquisitions.  
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Results of Operations  

The following table sets forth, for the three and six months ended June 30, 2009 and 2008, the percentage relationship to net revenues 
of certain items included in our unaudited consolidated statements of operations (in thousands):  
   

The following table sets forth the period-over-period percentage increases or decreases of certain items included in our unaudited 
consolidated statements of operations (in thousands):  
   

   

     Three Months Ended June 30,     Six Months Ended June 30,   
     2009     2008     2009     2008   
     $     %     $     %     $     %     $     %   

Revenues:                   

Relay and interpreting services     $ 32,529      100.0      $ 30,488      99.5      $ 67,104      100.0      $ 58,965      98.7    
Other       —        —          161      0.5        —        —          747      1.3    

       
  

    
  

      
  

    
  

      
  

    
  

      
  

    
  

Total Revenues       32,529      100.0        30,649      100.0        67,104      100.0        59,712      100.0    

Costs and expenses:                   

Costs of relay and interpreting services       19,140      58.8        17,209      56.1        38,990      58.1        32,874      55.1    
Cost of other       —        —          242      0.8        —        —          894      1.5    
Sales and marketing       2,811      8.6        3,531      11.5        6,214      9.3        5,712      9.6    
General and administrative       6,767      20.8        6,108      19.9        13,286      19.8        11,972      20.0    
Research and development       1,128      3.5        565      1.8        2,638      3.9        1,411      2.4    
Depreciation and amortization       960      3.0        227      0.7        1,750      2.6        430      0.7    
Amortization of intangible assets       1,749      5.4        1,601      5.2        3,495      5.2        3,030      5.1    

       
  

    
  

      
  

    
  

      
  

    
  

      
  

    
  

Total costs and expenses       32,554      100.1        29,483      96.2        66,373      98.9        56,323      94.3    
       

  
    

  
      

  
    

  
      

  
    

  
      

  
    

  

Income from operations       (25 )    (0.1 )      1,166      3.8        731      1.1        3,389      5.7    
Other income (expense):                   

Other expense       17      0.1        241      0.8        12      0.0        241      0.4    
Interest income (expense), net       (1,390 )    (4.3 )      (1,608 )    (5.2 )      (2,909 )    (4.3 )      (3,273 )    (5.5 )  

       
  

    
  

      
  

    
  

      
  

    
  

      
  

    
  

Total other income (expense)       (1,373 )    (4.2 )      (1,367 )    (4.5 )      (2,897 )    (4.3 )      (3,032 )    (5.1 )  
       

  
    

  
      

  
    

  
      

  
    

  
      

  
    

  

Income (loss) before income taxes       (1,398 )    (4.3 )      (201 )    (0.7 )      (2,166 )    (3.2 )      357      0.6    
Income tax provision       365      1.1        —        —          540      0.8        —        —      

       
  

    
  

      
  

    
  

      
  

    
  

      
  

    
  

Net income (loss)       (1,763 )    (5.4 )      (201 )    (0.7 )      (2,706 )    (4.0 )      357      0.6    
Preferred dividends       880      2.7        813      2.7        1,735      2.6        1,527      2.6    

       
  

    
  

      
  

    
  

      
  

    
  

      
  

    
  

Net loss applicable to common stockholders     $ (2,643 )    (8.1 )    $ (1,014 )    (3.3 )    $ (4,441 )    (6.6 )    $ (1,170 )    (2.0 )  
       

  

    

  

      

  

    

  

      

  

    

  

      

  

    

  

     Three Months Ended June 30,     Six Months Ended June 30,   
     Change     Change   
     2009     2008     $     %     2009     2008     $     %   

Revenues:                   

Relay and interpreting services     $ 32,529      $ 30,488      $ 2,041      6.7      $ 67,104      $ 58,965      $ 8,139      13.8    
Other       —          161        (161 )    (100.0 )      —          747        (747 )    (100.0 )  

       
  

      
  

      
  

    
  

      
  

      
  

      
  

    
  

Total Revenues       32,529        30,649        1,880      6.1        67,104        59,712        7,392      12.4    

Costs and expenses:                   

Costs of relay and interpreting services       19,140        17,209        1,931      11.2        38,990        32,874        6,116      18.6    
Cost of other       —          242        (242 )    (100.0 )      —          894        (894 )    (100.0 )  
Sales and marketing       2,811        3,531        (720 )    (20.4 )      6,214        5,712        502      8.8    
General and administrative       6,767        6,108        659      10.8        13,286        11,972        1,314      11.0    
Research and development       1,128        565        563      99.6        2,638        1,411        1,227      87.0    
Depreciation and amortization       960        227        733      322.9        1,750        430        1,320      307.0    
Amortization of intangible assets       1,749        1,601        148      9.3        3,495        3,030        465      15.4    

       
  

      
  

      
  

    
  

      
  

      
  

      
  

    
  

Total costs and expenses       32,554        29,483        3,071      10.4        66,373        56,323        10,050      17.8    
       

  
      

  
      

  
    

  
      

  
      

  
      

  
    

  

Income from operations       (25 )      1,166        (1,191 )    (102.2 )      731        3,389        (2,658 )    (78.4 )  
Other income (expense):                   

Other expense       17        241        (224 )    (93.1 )      12        241        (229 )    (94.9 )  
Interest income (expense), net       (1,390 )      (1,608 )      218      (13.6 )      (2,909 )      (3,273 )      364      (11.1 )  

       
  

      
  

      
  

    
  

      
  

      
  

      
  

    
  

Total other income (expense)       (1,373 )      (1,367 )      (6 )    0.5        (2,897 )      (3,032 )      136      (4.5 )  
       

  
      

  
      

  
    

  
      

  
      

  
      

  
    

  

Income (loss) before income taxes       (1,398 )      (201 )      (1,197 )    596.0        (2,166 )      357        (2,523 )    (706.7 )  
Income tax provision       365        —          365      —          540        —          540      —      

       
  

      
  

      
  

    
  

      
  

      
  

      
  

    
  

Net income (loss)       (1,763 )      (201 )      (1,562 )    777.7        (2,706 )      357        (3,063 )    (858.1 )  
Preferred dividends       880        813        67      8.3        1,735        1,527        208      13.6    

       
  

      
  

      
  

    
  

      
  

      
  

      
  

    
  

Net loss applicable to common stockholders     $ (2,643 )    $ (1,014 )    $ (1,629 )    160.8      $ (4,441 )    $ (1,170 )    $ (3,271 )    279.6    
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Three months ended June 30, 2009 Compared to Three months ended June 30, 2008  
(in thousands)  

Relay and Interpreting services revenue . Relay and interpreting services revenue increased 6.7%, to $32,529 for the three months 
ended June 30, 2009 from $30,488 for the three months ended June 30, 2008. The increase was due to organic growth from our relay services 
and our July 1, 2008 acquisitions of Sign Language Associates, Inc. and Visual Language Interpreting, Inc. We expect relay and interpreting 
services revenue to increase as we expand our user base and increase existing customer retention primarily through adoption of our new products 
and services.  

Cost of relay and interpreting services revenue . Cost of relay and interpreting services revenue increased 11.2%, to $19,140 for the 
three months ended June 30, 2009 from $17,209 for the three months ended June 30, 2008. This increase was due to our relay services growth, 
amortization associated with Company owned endpoints, net expense of endpoints sold to customers, and a shift in our mix of revenue towards 
higher cost VRS and community interpreting services resulting from our July 1, 2008 acquisitions of Sign Language Associates, Inc. and Visual 
Language Interpreting, Inc. We expect the costs of relay and interpreting services revenue to increase in future periods as we expand our user 
base for these services and expand deployment of endpoint hardware, but at a lower amount than increases in corresponding revenue due to the 
operating efficiencies and scalability inherent in the business.  

Sales and marketing . Sales and marketing expenses decreased 20.4% to $2,811 for the three months ended June 30, 2009 from 
$3,531 for the three months ended June 30, 2008. The decrease relates to cost containment efforts and more specifically focused marketing 
campaigns versus the prior year. We expect sales and marketing expenses to remain stable, with the exception of incremental endpoint 
deployment costs, as we continue introducing new bundled products and services to the consumer marketplace.  

General and administrative . General and administrative expenses increased 10.8% to $6,767 for the three months ended June 30, 
2009 from $6,108 for the three months ended June 30, 2008. The increase was primarily due to the cost associated with a reduction in force and 
higher professional services expenses incurred compared to the previous year due to regulatory and legal matters. We expect general and 
administrative expenses to decline as the Company continues to focus on cost containment measures and leverages its core infrastructure.  

Research and development . Research and development expense increased 99.6% to $1,128 for the three months ended June 30, 2009 
from $565 for the three months ended June 30, 2008. This increase was primarily due to increased salaries and benefits for incremental 
personnel performing development activities. We expect current research and development spending to remain relatively constant as we continue 
to invest in the development and maintenance of our relay technologies.  

Interest income (expense), net . We incurred net interest expense of $1,390 for the three months ended June 30, 2009 compared to net 
interest expense of $1,608 for the three months ended June 30, 2008.  

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

Relay and Interpreting services revenue . Relay and interpreting services revenue increased 13.8% to $67,104 for the six months 
ended June 30, 2009 from $58,965 for the six months ended June 30, 2008. The increase was due to organic growth from our relay services and 
our July 1, 2008 acquisitions of Sign Language Associates, Inc. and Visual Language Interpreting, Inc. We expect relay and interpreting services 
revenue to increase as we expand our user base and increase existing customer retention primarily through adoption of our new products and 
services.  

Cost of relay and interpreting services revenue . Cost of relay and interpreting services revenue increased 18.6%, to $38,990 for the 
six months ended June 30, 2009 from $32,874 for the six months ended June 30, 2008. This increase was due to our relay services growth, 
amortization associated with Company owned endpoints, net expense of endpoints sold to customers, and a shift in our mix of revenue towards 
higher cost VRS and community interpreting services resulting from our July 1, 2008 acquisitions of Sign Language Associates, Inc. and Visual 
Language Interpreting, Inc. We expect the costs of relay and interpreting services revenue to increase in future periods as we expand our user 
base for these services and expand deployment of endpoint hardware, but at a lower amount than increases in corresponding revenue due to the 
operating efficiencies and scalability inherent in the business.  
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Sales and marketing . Sales and marketing expenses increased 8.8% to $6,214 for the six months ended June 30, 2009 from $5,712 
for the six months ended June 30, 2008. The change was due to increased sales and marketing initiatives associated with our relay services 
efforts in addition to the July 1, 2008 acquisitions of Sign Language Associates, Inc. and Visual Language Interpreting, Inc. We expect sales and 
marketing expenses to remain stable, with the exception of incremental endpoint deployment costs, as we continue introducing new bundled 
products and services to the consumer marketplace.  

General and administrative . General and administrative expenses increased 11.0% to $13,286 for the six months ended June 30, 
2009 from $11,972 for the six months ended June 30, 2008. The increase was primarily due to the cost associated with a reduction in force and 
higher professional services expenses incurred compared to the previous year due to regulatory and legal matters. We expect general and 
administrative expenses to decline as the Company continues to focus on cost containment measures and leverages its core infrastructure.  

Research and development . Research and development expense increased 87.0% to $2,638 for the six months ended June 30, 2009 
from $1,411 for the six months ended June 30, 2008. This increase was primarily due to increased salaries and benefits for incremental personnel 
performing development activities. We expect current research and development spending to remain relatively constant as we continue to invest 
in the development and maintenance of our relay technologies.  

Interest income (expense), net . We incurred net interest expense of $2,909 for the six months ended June 30, 2009 compared to net 
interest expense of $3,273 for the six months ended June 30, 2008.  

Liquidity and Capital Resources  
(in thousands)  

We have incurred significant operating losses since our inception and, as of June 30, 2009, have an accumulated deficit of $291,635. 
During the six months ended June 30, 2009, we incurred a net loss of $2,706 and provided $177 of cash from operating activities. As of June 30, 
2009, the Company had $6,449 in cash and cash equivalents. We currently anticipate that our available cash resources will be sufficient to fund 
our operating needs throughout 2009. We have a secured revolving line of credit in the amount of $13,000 which creates additional liquidity if 
needed. As of June 30, 2009, we had no borrowings outstanding under our revolving credit facility. On July 27, 2009, we borrowed $8,000 under 
our revolving credit facility, reducing available credit under the facility to $5,000. Borrowing under our revolving credit facility is conditioned 
upon maintaining availability under the line of credit and unrestricted cash in controlled deposit accounts of at least $5,000 in the aggregate.  

On January 10, 2008, we acquired certain assets of the Telecommunications Relay Services (“TRS”) division of MCI 
Communications Services, Inc. (“Verizon”), a leading provider of relay services transactions for $46,000 in cash and HOVRS, Inc., a California-
based provider of video relay and interpreting services, for $35,000 in cash, approximately 6,700,000 shares of common stock and assumption of 
276,246 stock options. These acquisitions were financed through a $40,000 first lien credit agreement, $30,000 second lien credit agreement and 
$38,500 of equity financing from the sale of 7,446,809 shares of Series A preferred stock at a price of $5.17 per share. Interest on the loans under 
the first lien credit agreement is at variable rates which can be linked to LIBOR plus the applicable margin, or at a “base rate” of the higher of 
the U.S. prime rate quoted by The Wall Street Journal and the Federal Funds Rate plus 0.5% per annum, plus the applicable margin. The 
applicable margin ranges from 4.25% to 5.00% for LIBOR based loans and 3.25% to 4.00% for base rate based loans, depending upon our debt 
leverage ratio. The maturity date of the first lien credit agreement term loan is January 10, 2014, and the maturity date for revolving loans made 
from time to time is January 10, 2013. Interest on the loan under the second lien credit agreement accrues at LIBOR plus 9% per annum. The 
maturity date of the second lien credit agreement term loan is January 10, 2015.  

On July 1, 2008, we acquired all of the outstanding stock of two sign language interpreting companies, Sign Language Associates 
and Video Language Interpreting, for a total purchase price of $7,047. A total of $5,072 was paid at closing, which included a $250 escrow fund 
payment with the remaining installments due over the next two years contingent upon certain requirements within the stock purchase agreement.  
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Net cash provided by operating activities for the six month period ended June 30, 2009 was $177 principally resulting from our 
income from operations and changes in our operating assets and liabilities.  

Net cash used by investing activities for the six month period ended June 30, 2009 equaled $3,616 which included the purchase of 
equipment and leasehold improvements.  

Net cash used by financing activities for the six month period ended June 30, 2009 was $3,358 resulting primarily from the voluntary 
principal prepayment of debt of $3,000.  

As of June 30, 2009, future minimum payments for non-cancelable operating leases having terms in excess of one year amounted to 
$12,107 of which $2,894 is payable within the twelve month period ending June 30, 2009.  

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

Critical Accounting Policies and Estimates  

Management’s Discussion and Analysis of Financial Condition and Results of Operations discusses our consolidated financial 
statements, which have been prepared in accordance with accounting principles generally accepted in the United States of America. The 
preparation of these financial statements requires management to make estimates and judgments that affect the reported amounts of assets, 
liabilities, revenues and expenses, and the related disclosure of contingent assets and liabilities. On an on-going basis, management evaluates its 
estimates and judgments, including those related to revenue recognition, allowance for doubtful accounts and note receivable and recoverability 
of our goodwill and other intangible assets. Management bases its estimates and judgments on historical experience and on various other factors 
that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of 
assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different assumptions 
or conditions.  

Management believes the following critical accounting policies, among others, affect its more significant judgments and estimates 
used in the preparation of its consolidated financial statements.  

Revenue Recognition  

Recently, we have derived our revenue primarily from relay and interpreting services. Revenue from relay and interpreting services is 
recognized as revenue when persuasive evidence of an arrangement exists, the service has been delivered, the rates for the services are fixed or 
determinable and collectibility is reasonably assured. In the event that we determine that all of the criteria for recognition of revenue have not 
been met for a transaction, the amount of revenue that we recognize in a given reporting period could be adversely affected.  

Accounts Receivable  

We estimate the collectability of our trade accounts receivable. A considerable amount of judgment is required in assessing the 
ultimate realization of these receivables, including analysis of historical collection rates and the current credit-worthiness of significant 
customers. Significant changes in required reserves have been recorded in recent periods and may occur in the future due to current market 
conditions.  

Endpoint Device Accounting  

Endpoint devices primarily consist of Mobile Video Phones and Netbook computers and are treated under two different accounting 
policies. First, endpoint devices that are provided to end users at no charge are capitalized as a Company owned asset and are amortized over the 
asset’s expected useful life. The amortization expense is included in costs of relay and interpreting services. Secondly, devices that are purchased 
by the end user at a subsidized price are charged to cost of services at the Company’s cost of the device net of the customer subsidy.  
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(In thousands)    Total    

Less than 1 
 

Year    1-3 Years    4-5 Years    After 5 Years 

Contractual Obligations:                 

Capital Lease obligations     $ 340    $ 182    $ 158    $ 0    $ 0 
Operating lease obligations       12,107      2,894      6,779      2,160      274 
Loan payable       66,400      400      1,200      34,800      30,000 

                                   

Total contractual cash obligations     $ 78,847    $ 3,476    $ 8,137    $ 36,960    $ 30,274 
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Recoverability of Goodwill and Other Intangible Assets  

In assessing the recoverability of our goodwill, other intangibles and other long-lived assets, we must make assumptions regarding 
estimated future cash flows. Changes in our strategic plan and/or market conditions could significantly impact these judgments and could require 
adjustments to recorded asset balances. If such assumptions change in the future, we may be required to record impairment charges for these 
assets not previously recorded. As of June 30, 2009, we had approximately $70,295 of goodwill and $52,990 of intangible assets, primarily 
resulting from our acquisitions in 2008. For the six month period ended June 30, 2009, we did not record any impairment charges.  

Stock-Based Compensation  

We account for stock-based compensation in accordance with Statement of Financial Accounting Standards (“SFAS”) No. 123 
(revised 2004), Share-Based Payment . Under the provisions of SFAS No. 123R, stock-based compensation cost is estimated at the grant date 
based on the award’s fair-value as calculated by the Black-Scholes option-pricing model and is recognized as expense ratably on a straight-line 
basis over the requisite service period. The Black-Scholes option-pricing model requires various judgmental assumptions including expected 
volatility, forfeiture rates, and expected option life. Significant changes in any of these assumptions could materially affect the fair value of 
stock-based awards granted in the future.  

Recent Accounting Pronouncements  

In December 2007, the FASB issued SFAS 141 (revised 2007), Business Combinations (“SFAS 141(R)”), which establishes 
principles and requirements for how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities 
assumed, and any noncontrolling interest in an acquiree, including the recognition and measurement of goodwill acquired in a business 
combination. SFAS 141(R) applies to fiscal years beginning on or after December 15, 2008. Earlier adoption is prohibited. The adoption of 
SFAS 141 (R) did not have a material effect of the Company’s financial condition or results of operations.  

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements — an 
amendment of ARB No. 51 . SFAS 160 amends ARB 51 to establish accounting and reporting standards for the noncontrolling interest in a 
subsidiary and for the deconsolidation of a subsidiary. It clarifies that a noncontrolling interest in a subsidiary, which is sometimes referred to as 
minority interest, is an ownership interest in the consolidated entity that should be reported as equity in the consolidated financial statements. 
Among other requirements, this statement requires consolidated net income to be reported at amounts that include the amounts attributable to 
both the parent and the noncontrolling interest. It also requires disclosure, on the face of the consolidated income statement, of the amounts of 
consolidated net income attributable to the parent and to the noncontrolling interest. SFAS 160 applies to fiscal years beginning on or after 
December 15, 2008. Earlier adoption is prohibited. The adoption of SFAS 160 did not have a material effect on the Company’s financial 
condition or results of operations.  

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities, and Amendment 
of FASB Statement No. 133 . (“SFAS 161”) amends FASB Statement No. 133, Accounting for Derivative Instruments and Hedging Activities 
(“SFAS 133”), to amend and expand the 35 disclosure requirements of SFAS 133 to provide greater transparency about (i) how and why an 
entity uses derivative instruments, (ii) how derivative instruments and related hedge items are accounted for under SFAS 133 and its related 
interpretations, and (iii) how derivative instruments and related hedged items affect an entity’s financial position, results of operations and cash 
flows. To meet those objectives, SFAS 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative 
disclosures about fair value amounts of gains and losses on derivative instruments and disclosures about credit-risk-related contingent features in 
derivative agreements. SFAS 161 is effective for the Company on January 1, 2009. Management has evaluated the effect of SFAS 161 with 
respect to its sole interest rate cap agreement. Due to the insignificant value of the instrument, SFAS 161 did not have a material effect on the 
Company’s financial condition or results of operations.  

In April 2009, the FASB issued FSP SFAS No 115-2 and SFAS No. 124-2, Recognition and Presentation of Other-Than-Temporary 
Impairments , (“FSP No. 115-2 and 124-2”) which provides operational guidance for determining other-than-temporary impairments for debt 
securities. The Company adopted FSP No. 115-2 and 124-2 effective April 1, 2009. The adoption of FSP No. 115-2 and 124-2 did not have 
material impact on the Company’s consolidated financial position, results of operations or cash flows.  

In April 2009, the Financial Accounting Standards Board (“FASB”) issued FSP SFAS No. 157-4, Determining Fair Value When the 
Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly (“FSP 
No. 157-4”) which provides additional guidance for estimating fair value in accordance with SFAS No. 157 when the volume and level of 
activity for the asset or liability have significantly decreased. FSP No. 157-4 re-emphasizes that regardless of market conditions, the fair value 
measurement is an exit price concept as defined in SFAS No. 157, and clarifies and includes additional factors to consider in determining 
whether there has been a significant decrease in market activity for an asset or  
   

- 23 -  



Table of Contents  

liability and provides additional clarification on estimating fair value when the market activity for an asset or liability has declined significantly. 
FSP No. 157-4 is applied prospectively to all fair value measurements where appropriate. The Company adopted the provisions of FSP No. 157-
4 effective April 1, 2009. The adoption of FSP No. 157-4 did not have a material impact on the Company’s consolidated financial position, 
results of operations or cash flows.  

In April 2009, the FASB issued FSP-FAS No. 107-1 and APB 28-1, Disclosures about Fair Value of Financial Instruments (“FAS 
No. 107-1/APB 28-1”). This FSP extends to interim periods certain disclosures about fair value of financial instruments for publicly traded 
companies and amends APB Opinion No. 28, Interim Financial Reporting, to require those disclosures in summarized financial information at 
interim reporting periods. This FSP is effective for interim reporting periods ending after June 15, 2009. The Company’s adoption of FAS 
No. 107-1/APB 28-1 did not have a material effect on the Company’s consolidated financial position, results of operations or cash flows.  

In April 2008, the FASB issued FSP-FAS No. 142-3, Determination of the Useful Life of Intangible Assets (“FAS 142-3”). FAS 142-
3 amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized 
intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS 142”). The objective of the Staff Position is to improve the 
consistency between the useful life of a recognized intangible asset under SFAS 142 and the period of expected cash flows used to measure the 
fair value of the asset under SFAS No. 141 (Revised 2007): Business Combinations (“SFAS 141R”) and other GAAP. FAS 142-3 is effective for 
fiscal years beginning after December 15, 2008. Management is currently evaluating the effect on the Company’s consolidated financial 
positions, results of operations and cash flows.  

In May 2009, the FASB issued SFAS No. 165, Subsequent Events (“SFAS No. 165”), which provides guidance on events that occur 
after the balance sheet date but prior to the issuance of the financial statements. SFAS No. 165 distinguishes events requiring recognition in the 
financial statements and those that may require disclosure in the financial statements. Furthermore, SFAS No. 165 requires disclosure of the date 
through which subsequent events were evaluated. SFAS No. 165 is effective for interim and annual periods after June 15, 2009. The Company 
adopted SFAS No. 165 for the quarter ended June 30, 2009, and have evaluated subsequent events through August 13, 2009.  

In June 2009, the FASB issued Statement No. 168, The FASB Accounting Standards Codification and the Hierarchy of Generally 
Accepted Accounting Principles—a replacement of FASB Statement No. 162 (“FAS 168”). This statement provides for the FASB Accounting 
Standards Codification to become the single official source of authoritative, nongovernmental generally accepted accounting principles in the 
United States. FAS 168 does not change GAAP but reorganizes the literature. This statement is effective for interim and annual periods ending 
after September 15, 2009.  

Forward Looking Statements  

Certain statements made in this Quarterly Report on Form 10-Q are forward-looking statements that reflect management’s current 
outlook and are based upon current assumptions. Such forward-looking statements may be identified by the use of forward-looking terminology 
such as “may,” “will,” “expect,” “believe,” “anticipate,” “intend,” “could,” “estimate,” “continue” or similar terms, variations of such terms or 
the negative of those terms that convey uncertainty of future events or outcomes. Actual results could differ materially from those projected in 
the forward-looking statements as a result of the following risks and uncertainties, among others: (i) our ability to integrate our acquisitions into 
our existing businesses and operations; (ii) our ability to respond to the rapid technological change of the telecommunications relay service 
(known as “TRS”) and/or wireless data industries and offer new or enhanced services; (iii) our dependence on wireline and wireless carrier 
networks and technology platforms supporting our relay services; (iv) our ability to respond to increased competition in the TRS and/or wireless 
data industries; (v) our dependence on a single-source supplier for our mobile video phone; (vi) our ability to generate revenue growth; (vii) our 
ability to increase or maintain gross margins, profitability, liquidity and capital resources; (viii) unanticipated expenses or liabilities or other 
adverse events affecting our cash flow; (ix) limitations on our ability to borrow funds and satisfy the covenants under our credit arrangements or 
obtain new credit arrangements or other financing, if necessary; (x) uncertainty regarding the success of the launch of our new mobile video 
phone and notebook products; (xi) unanticipated decreases in reimbursement rates through the federal TRS fund; (xii) uncertainties associated 
with changing governmental regulations and difficulties inherent in predicting the outcome of regulatory processes; (xiii) our ability to attract 
and retain interpreters and other key personnel; (xiv) the ability to obtain reimbursement from NECA for costs or other fees generated from the 
use of VRS calls; (xv) our ability to continue to recognize revenue from all relay calls upon completion of the calls, (xvi) uncertainties associated 
with our pending formal SEC investigation and grand jury investigation, and (xvii) such other risks and uncertainties as discussed in our filings 
with the Securities and Exchange Commission, including our Annual Report on Form 10-K for fiscal year 2008. As a result of these and other 
factors, there can be no assurance that the results contemplated in forward-looking statements will be realized. We undertake no obligation to 
publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, except as required 
by law.  

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

Our cash and cash equivalents are not subject to significant interest rate risk due to the short term maturities of these investments. As 
of June 30, 2009 the carrying value of our cash and cash equivalents approximates fair value.  

We had $66,400 of variable interest rate debt outstanding at June 30, 2009. The variable interest rates we pay on this debt may 
expose us to market risk due to changes in interest rates. The First Lien Credit agreement with Churchill Financial, LLC and Ableco Finance 
LLC, bears variable interest rates linked to LIBOR or at a base rate of the higher of the U.S. prime rate and the Federal Funds Rate plus 0.5% per 
annum, plus an applicable margin ranging from 3.25% – 5.00%. The Second Lien Credit agreement with Clearlake Capital Group, L.P., bears 



variable interest at LIBOR plus 9% per annum. A hypothetical change in interest rates of 1.0% would result in an annual change in 
net loss of approximately $664 based on the debt as of June 30, 2009. To mitigate the risk, the Company currently holds an interest rate cap 
agreement with Bank of America, N.A. with a notional amount of $35,000 which calls for a rate cap of 5.5%.  
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Item 4. Controls and Procedures  

Evaluation of disclosure controls and procedures.  

As of the end of our most recently completed fiscal quarter covered by this report, we carried out an evaluation, with the participation 
of management, including our Chief Executive Officer and Principal Financial Officer, of the effectiveness of our disclosure controls and 
procedures pursuant to Securities Exchange Act Rule 13a-15. Based upon that evaluation, our Chief Executive Officer and Chief Financial 
Officer concluded that our disclosure controls and procedures are not effective in ensuring that information required to be disclosed in the reports 
that we file or submit under the Securities Exchange Act is recorded, processed, summarized and reported, within the time periods specified in 
the SEC’s rules and forms.  

Changes in internal controls.  

In our Form 10-K for the fiscal year ended December 31, 2008, management reported that it had identified material weaknesses in 
our internal control over financial reporting. Our internal controls over financial reporting have been negatively impacted by the series of 
acquisitions entered into during the previous year.  

A material weakness is a control deficiency, or combination of control deficiencies, that results in more than a remote likelihood that 
a material misstatement of the annual or interim financial statements will not be prevented or detected.  

Among the material weaknesses previously reported, the acquired companies did not maintain effective controls over certain 
financial statement account reconciliations. Specifically, account reconciliations involving significant general ledger accounts were not designed 
for proper preparation and timely review and reconciling items were not timely resolved and adjusted. This control deficiency may result in audit 
adjustments to the aforementioned accounts and disclosures in our consolidated financial statements as of and for the year ended December 31, 
2009. Remediation of these weaknesses has not yet been fully completed and, therefore, these material weaknesses continued to exist as of 
June 30, 2009.  

Management Action Plan and Progress to Date  

In response to the material weaknesses, management has taken certain actions and will continue to take further steps to strengthen 
our control processes and procedures in order to remediate such material weaknesses. We have converted all acquired companies to a common 
enterprise system, centralized all transaction processing functions in one location with a common set of controls and procedures, utilized outside 
consultants as needed to assist with executing the preparation and/or reviews of reconciliations under our directions, and recruited, and will 
continue to recruit, accounting, finance and business system personnel who can provide the adequate experience and knowledge to improve the 
timeliness and effectiveness of our account reconciliations and ultimately the financial reporting processes.  

The effectiveness of any system of controls and procedures is subject to certain limitations, and, as a result, there can be no assurance 
that our controls and procedures will detect all errors or fraud. A control system, no matter how well conceived and operated, can provide only 
reasonable, not absolute, assurance that the objectives of the control system will be attained.  

We will continue to develop new policies and procedures as well as educate and train our financial reporting department regarding 
our existing policies and procedures in a continual effort to improve our internal control over financial reporting, and will be taking further 
actions as appropriate. We view this as an ongoing effort to which we will devote significant resources.  

We believe that the foregoing actions will improve our internal control over financial reporting, as well as our disclosure controls and 
procedures.  
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PART II. OTHER INFORMATION  

Item 1. Legal Proceedings.  

The Federal Communications Commission (the “FCC”) undertakes inquiries and investigations of TRS providers for the purpose of, 
among other things, analyzing the efficiency, effectiveness, appropriateness and/or validity of the funds that are disbursed to the various TRS 
service providers. It is our understanding that these inquiries are intended to obtain information about TRS providers’ practices, and include, but 
are not limited to, investigation of compliance and possible violations of the Communications Act of 1934 and rules promulgated by the FCC 
including inter alia rules limiting marketing activities, lobbying activities, emergency calls via TRS, creation and registration of 10-digit 
numbers. During 2007 and 2008, and most recently on April 1, 2009, we received various letters of inquiry from the FCC relating to the conduct 
of our marketing operations, compliance with certain rules service and other matters. We are unable to predict the outcome of these 
investigations, which could result in the imposition of fines, the imposition of restrictions on its ability to participate in the NECA 
reimbursement program or the creation of compliance programs established by the FCC. We have responded to the various requests made by the 
FCC.  

On March 10, 2009, we filed a complaint in Sacramento County Superior Court against American Sign Language Services Corporation, or 
ASLS, and other defendants alleging breach of contract and various tort claims in connection with the defendants’ operation of two video relay 
service call centers with us in 2008 and the defendants’ subsequent opening and operation of a competing call center. The complaint seeks 
compensatory and punitive damages in an amount to be determined at trial and injunctions prohibiting disclosure of our trade secrets. The 
defendants subsequently removed the case to the United States District Court for the Eastern District of California. On or about April 20, 2009, 
the defendants answered our complaint, and ASLS filed a counterclaim alleging breach of contract and various tort claims. ASLS seeks 
compensatory and exemplary damages, an order enjoining us from opening certain call centers and disgorgement of profits. We believe that 
ASLS’ counterclaim is without merit, and we intend to vigorously defend against such allegations. As of the filing of this quarterly report on 
Form 10-Q, we have not accrued any liability related to ASLS’ counterclaim, as we do not believe at such time that our liability to ASLS is 
probable and capable of being reasonably estimated. If we are not successful in defending such counterclaims, we could be liable for monetary 
damages that could have a material adverse effect on our results of operations, financial condition and cash flows.  

On June 25, 2009, the Company received a subpoena for documents from the grand jury for the United States District Court for the 
District of Columbia. We believe that other companies within our TRS industry are subject to similar investigations. The Company is in the 
process of providing documents in response to the subpoena. We are unable to predict the outcome of this investigation.  

On June 26, 2009, the Company received subpoenas from the Securities and Exchange Commission (the “SEC”) for documents and the 
testimony of the Company’s Chief Financial Officer pursuant to a formal order of investigation into the Company. The Company is in the 
process of providing documents to the SEC. We are unable to predict the outcome of this investigation.  

We sought review from the U.S. Court of Appeals for the Tenth Circuit of two FCC rulings issued in 2007 and 2008 that purported to 
impose certain limitations on TRS providers’ ability to communicate with their customers and to market their services generally. We challenged 
various restrictions on TRS providers that had been articulated by the FCC in its declaratory rulings concerning the use of revenues received 
from the TRS fund to lobby customers, the use of customer data and various marketing practices. On June 4, 2009, the court overturned the 
FCC’s position prohibiting the use of revenues received from the TRS fund to lobby customers and prohibiting TRS providers from using 
customer data collected in the course of handling TRS for lobbying or other purposes. The court did not overturn the FCC’s position prohibiting 
TRS providers from engaging in various marketing practices, however, we did not challenge this prohibition in its entirety.  

Various other claims and legal proceedings that are generally incidental to the normal course of our business are pending or 
threatened against us. Although we cannot predict the outcome of those matters, in the opinion of management, any liability arising from them 
will not have a material adverse effect on our financial position, results of operations or liquidity.  

Item 1A. Risk Factors  

Potential risks and uncertainties include, among other things, those factors discussed in the sections entitled “Business”, “Risk 
Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual Report on Form 10-K 
for the year ended December 31, 2008 and the section entitled “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” in this Quarterly Report on Form 10-Q. Readers should carefully review those risks, as well as additional risks described in other 
documents  
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we file from time to time with the SEC. We undertake no obligation to publicly release the results of any revisions to any forward-looking 
statements to reflect anticipated or unanticipated events or circumstances occurring after the date of such statements. The following risk factors 
are in addition to or materially amend the risk factors previously disclosed in our Form 10-K filed for the year ended December 31, 2008, but are 
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 implementing 10-digit numbers and 
minutes generated from the use of certain VRS calls, which could have a materially adversely effect on our business.  

We are reimbursed by the National Exchange Carriers Association (“NECA”) for certain costs, including costs related to the 
implementation of 10-digit numbers, and for each VRS conversation minute. The current regulatory climate indicates that the FCC may be 
experiencing pressure to prohibit or limit the reimbursement of various costs and minutes generated from the use by us of VRS in the workplace. 
Some recent comment letters submitted to the FCC from outside parties have specifically noted that VRS providers may be artificially increasing 
the use of VRS calls to increase revenue. In addition, the amount of money used to reimburse VRS providers has dramatically increased over 
recent years. On August 12, 2009, we submitted to the FCC a notice of petition for rule making that requests the FCC to confirm the legitimacy 
of reimbursement for minutes used by VRS providers in the workplace. The FCC’s response to our petition for rulemaking is uncertain. If the 
FCC were to prohibit or limit NECA’s ability to reimburse VRS providers for such costs or minutes, which have been reimbursed in prior 
periods, it would cause our revenue and cash flow to decline, which could have a material adverse effect on our business and results of 
operations.  

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

As a provider of relay services, we are reimbursed on a monthly basis from the TRS Fund administered by NECA for all TRS and 
VRS minutes provided. We derive revenue from relay and interpreting services which are recognized when persuasive evidence of an 
arrangement exists, the service has been delivered, the rates are fixed or determinable and collectability is reasonably assured. Using these 
criteria for revenue recognition, revenue is typically recognized when the services are rendered. If we determine that collectibility from NECA is 
not reasonably assured for certain types of costs or other fees generated from the use of VRS calls, we may be required to delay the recognition 
of revenue for those calls until collectibility is reasonably assured or until the reimbursements are actually received, which could have a material 
adverse effect on our business and results of operations.  

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

On June 25, 2009, we received a subpoena for documents from the grand jury for the United States District Court for the District of 
Columbia and on June 26, 2009, we received subpoenas from the Securities and Exchange Commission (the “Commission”) for documents and 
the testimony of our Chief Financial Officer pursuant to a formal order of investigation. The SEC and grand jury investigations may result in a 
diversion of management’s attention and resources including the significant costs of document production and legal fees and may contribute to 
current and future stock price volatility.  

NECA has notified TRS providers of new delayed payment terms for reimbursements which will negatively affect our cash flow and 
liquidity.  

Commencing in August 2009, for reimbursements generated from minutes used in July 2009, NECA has implemented new payment 
terms for TRS providers that delay the collection by TRS providers of NECA reimbursements up to 20 business days. The delayed payment 
terms will have a negative affect on our cash flow and liquidity and may require us to raise additional capital. If funds are raised in the future 
through the issuance of equity securities, the percentage ownership of our then-current stockholders will be reduced further and the holders of 
new equity securities may have rights, preferences or privileges senior to those of the holders of our common stock. If additional funds are raised 
through a bank credit facility or the issuance of debt securities, the terms of such indebtedness could impose restrictions on our operations. If we 
need to raise additional funds, we may not be able to do so on terms favorable to us, or at all. If additional capital is required but is not available 
on acceptable terms or at all, we may be required to sell or otherwise dispose of portions of our business.  

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.  

A share repurchase program was approved by the Board of Directors in November 2008. A total of $1 million has been authorized 
for repurchase of common stock under this program. As of June 30, 2009, we had purchased a total of 18,719 shares at a value of $72,000 and 
$928,000 remained available for purchase under this program. The share repurchase program has a fixed expiration date of December 31, 2009, 
but may be terminated by the Board of Directors at any time. Purchases may be made under this program from time to time in the open market or 
in privately negotiated transactions. The timing of any future purchases will depend upon factors including our share price, cash balances, 
expected cash requirements and general business and market conditions. No repurchases of common stock were made under the program during 
the quarter ending on June 30, 2009.  

Item 4. Submission of Matters to a Vote of Security Holders.  

On April 30, 2009, the Company held it Annual Meeting of Stockholders. At the Annual meeting, the following directors were 
elected to the Company Board of Directors: Steven Eskenazi, Christopher Gibbons, Daniel R. Luis, William M. McDonagh, Ronald E. Obray, 
Steven C. Chang and Behdad Eghbali. The table below shows the number of shares voted for each director and the number of shares withheld 
for each director.  
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    Number of Shares(1)  
Name   For    Withheld  
Steven Eskenazi    13,657,581   81,986 
Christopher Gibbons    13,658,795   80,772 
Daniel R. Luis    13,443,794   295,773 
William M. McDonagh    13,658,807   80,760 
Ronald E. Obray    13,475,276   264,291 
  
(1) Indicates the number of shares of common stock, calculated on an as-converted basis. 
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In addition, our stockholders ratified the appointment of WithumSmith+Brown, PC as our independent registered public accounting 
firm for the fiscal year ending December 31, 2009. The table below shows the number of shares of common stock voted for, against or 
abstaining to vote for the ratification of WithumSmith+Brown, calculated on an as-converted basis.  
   

Item 6. Exhibits.  

The following exhibits are filed herewith:  
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    Number of Shares(1)  
Name   For    Withheld  
Steven C. Chang    8,527,491   0 
Behdad Eghbali    8,527,491   0 
  
(1) Indicates the number of shares of Series A Preferred Stock. 

For    Against    Abstain  
13,705,822    29,666   4,078 

(10) 
   

10.1 
   

Separation Agreement and General Release, dated as of May 22, 2009, by and between Purple Communications, Inc. and Edmond 
Routhier.(1)  

(31)       Rule 13a — 14(a) Certifications 

   31.1    Certification of Chief Executive Officer Pursuant to Rule 13a-14(a) / 15d-14(a) of the Securities Exchange Act of 1934. 

   31.2    Certification of Chief Financial Officer Pursuant to Rule 13a-14(a) / 15d-14(a) of the Securities Exchange Act of 1934. 

(32) 
   

32.1 
   

Certification of Chief Executive Officer Pursuant to Rule 13a-14(b) / 15d-14(b) of the Securities Exchange Act of 1934 and 18 
U.S.C. Section 1350.(2) 

   

32.2 
   

Certification of Chief Financial Officer Pursuant to Rule 13a-14(b) / 15d-14(b) of the Securities Exchange Act of 1934 and 18 
U.S.C. Section 1350.(2) 

  
  (1) Filed herewith. 
  (2) Furnished herewith and not “ filed”  for purposes of Section 18 of the Securities Exchange Act of 1934, as amended 
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SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its 
behalf by the undersigned thereunto duly authorized.  
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  PURPLE COMMUNICATIONS, INC.  

DATE: August 13, 2009      By:    /s/ Daniel R. Luis  
       Daniel R. Luis  

       

Chief Executive Officer  
(Principal Executive Officer)  

DATE: August 13, 2009      By:    /s/ John Ferron  
       John Ferron  

       

Chief Financial and Operating Officer  
(Principal Financial Officer)  
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Exhibit  
Number    Description  
10.1 

   

Separation Agreement and General Release, dated as of May 22, 2009, by and between Purple Communications, Inc. and Edmond 
Routhier.(1) 

31.1    Certification of Chief Executive Officer Pursuant to Rule 13a-14(a) / 15d-14(a) of the Securities Exchange Act of 1934.(1) 

31.2    Certification of Chief Financial Officer Pursuant to Rule 13a-14(a) / 15d-14(a) of the Securities Exchange Act of 1934.(1) 

32.1 
   

Certification of Chief Executive Officer Pursuant to Rule 13a-14(b) / 15d-14(b) of the Securities Exchange Act of 1934 and 18 
U.S.C. Section 1350.(2) 

32.2 
   

Certification of Chief Financial Officer Pursuant to Rule 13a-14(b) / 15d-14(b) of the Securities Exchange Act of 1934 and 18 
U.S.C. Section 1350.(2) 

  
(1) Filed herewith. 
(2) Furnished herewith and not “ filed”  for purposes of Section 18 of the Securities Exchange Act of 1934, as amended. 



  

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 Release (the "Agreement") is made between Edmond Routhier (“Employee”) and Purple 
Communications, Inc., formerly known as GoAmerica, Inc. (the "Company").  

1.      S EPARATION . Employee’s employment with the Company terminated effective May 22, 2009 (the “Termination Date”). As of the 
Termination Date, Employee shall not be entitled to receive any further benefits, compensation or consideration pursuant to either Employee’s 
Executive Employment Agreement dated March 20, 2008 or otherwise, except as specifically identified in this Separation Agreement and a 
consulting agreement to be entered into by the parties (the “Consulting Agreement”). Employee’s Executive Employment Agreement will be of 
no further force and effect as of the Termination Date; provided, however, that the obligations under Sections 8 through 11 of that Agreement 
shall survive. Employee’s obligations under the Employee Invention Assignment & Confidentiality Agreement shall also survive.  

2.      A CCRUED C OMPENSATION . Other than any outstanding business expenses as referenced in Paragraph 3 below, Employee represents 
that he has received all compensation owed to him by the Company through his Termination Date, including any and all wages, commissions, 
bonuses, incentives, stock, stock options, earned but unused vacation, and any other payments, benefits or other compensation of any kind to 
which he was or may have been entitled from the Company.  

3.      E XPENSE R EIMBURSEMENTS . Within twenty (20) days of the Termination Date, Employee agrees to submit his final expense 
reimbursement request, including all supporting receipts and documentation, reflecting all outstanding business expenses, if any, incurred 
through the Termination Date. The Company will provide reimbursement for these expenses pursuant to its regular reimbursement policies and 
practices.  

4.      R ETURN O F C OMPANY P ROPERTY . No later than June 8, 2009, Employee agrees to return to the Company all Company documents 
(and all copies or reproductions thereof in whatever form) and other Company property which he has in his possession, including but not limited 
to, Company files, notes, drawings, records, business plans and forecasts, financial information, specifications, computer-recorded information, 
personal computers, blackberries, telephones, credit cards, entry cards, identification badges, and any  
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keys, other Company equipment, tangible property, and any other material of the Company which he currently has in his possession, custody or 
control. Company and Employee will agree on which equipment or support may be necessary to support his consulting services to the Company 
as provided for in the Consulting Agreement.  

5.     C ONSULTING A RRANGEMENT  & B OARD O BSERVANCE . Following the Termination Date, Employee agrees to serve as a consultant 
for the Company providing various consulting services as directed by the CEO pursuant to the terms and conditions of the Consulting 
Agreement, which will provide that Employee will provide fifteen approximately (15) hours a week of consulting services for a period of twelve 
(12) months commencing on May 23, 2009 through May 22, 2010, unless terminated sooner by the Company. Employee hereby accepts such 
consulting engagement, and understands he shall operate strictly as an independent contractor and not as an employee or agent of the Company 
when rendering all consulting services under this Agreement. Employee will be permitted the right to observe regular Board of Directors 
meetings for a period of twelve (12) months from the Termination Date, as may limited by the Company in its reasonable discretion, and 
Employee observance rights shall not extend to committee meetings or executive sessions of the Board of Directors meetings.  

6.     S EPARATION , C ONSULTING AND R ELEASE C ONSIDERATION .  

   (a)     Severance Payment . In reliance on Employee’s agreements and releases in this Agreement and in the Consulting Agreement 
attached hereto as Exhibit “A”, eight (8) days after the Company’s receipt of this executed Agreement and Consulting Agreement, and provided 
Employee does not revoke this Agreement pursuant to Paragraph 8(b) below, and as long as Employee is providing services to the Company as a 
consultant under the Consulting Agreement, the Company will pay Employee salary continuation at his current gross bi-weekly rate of Ten 
Thousand Five Hundred Seventy Six and Ninety Tow cents ($10,576.92), less standard withholdings, payable on the Company’s regularly 
scheduled payroll dates for a period of twelve (12) months from May 23, 2009 through May 22, 2010 (the “Severance Period”).  

   (b)     Stock Option . The parties acknowledge that Employee currently has 141,667 fully vested options to purchase shares of the 
Company’s common stock, which options are exercisable at the price of Six Dollars and Fifty Seven cents ($6.57) per share. Employee 
understands that all stock option vesting ceased effective as of his Termination Date. Employee will be provided with one hundred and eighty 
(180) days from the Termination Date in which to exercise any or all of his vested options as long as Employee is providing services to the 
Company as a consultant during this period. If Employee is not serving as a consultant, Employee will have ninety (90) days from the 
Termination Date in which to exercise such options. To the extent Employee exercises any options more than ninety (90) days after the 
Termination Date, such options will be deemed non-qualified and not incentive option shares for tax purposes.  
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   (c)     Medical Benefits . The Company will pay the COBRA health insurance premiums for Employee and all currently insured 
dependents for up to a twelve (12) month period commencing on June 1, 2009 and ending on May 31, 2010, provided that (1) Employee has 
made a timely election to continue such coverage under COBRA, and (2) Employee is continuing to provide services to the Company as a 
consultant during this period. In the event Employee obtains other employment during this twelve month period pursuant to which he becomes 
eligible for substantially similar or improved health insurance benefits, Employee understands and agrees that the Company shall no longer be 
required to make COBRA premium payments on behalf of Employee and his dependents. Employee must provide the Company with written 
notice of his eligibility for such other health insurance coverage within ten days.  

  (d)    For each of the above subsections (a) – (c), it is agreed that if Employee’s consulting services are terminated by the Company 
without a material breach by Employee, as will be defined in the Consulting Agreement, Employee will continue to receive payments, option 
exercisability, and COBRA payments, under such subsections for the respective periods thereunder, as if Employee was still providing 
consulting services to the Company.  

7.     C OOPERATION W ITH I NQUIRIES AND I NVESTIGATIONS . In exchange for the consideration herein, Employee agrees to cooperate in 
good faith with and provide transition and other assistance to the Company upon request, including regarding any government inquiry, 
investigation, or third party litigation involving the Company or any of its affiliates or personnel. Such cooperation shall include, without 
limitation, providing responsive documents and information which in any way may assist or advance the prosecution or defense of claims or 
inquiries involving the Company. If requested to do so, Employee will also provide a truthful declaration or affidavit regarding his knowledge 
concerning any such claims, inquiries or investigations. Company will reimburse Employee for all reasonable, out-of-pocket and direct costs 
associated with adherence to this section, provided that they are approved in advance by the Company and are in consistent with the 
indemnification agreement entered into between the Company and Executive.  

8.     G ENERAL R ELEASE .  

   (a)    G ENERAL R ELEASE . In exchange for the consideration described herein, which Employee would not otherwise be entitled to 
receive, Employee does hereby forever irrevocably and unconditionally fully release and discharge Purple Communications, Inc. and its 
predecessors, successors, subsidiaries, and their past and current officers, directors, agents, employees, partners, shareholders, affiliates and 
assigns (collectively referred to hereafter as “Released Parties”) from any and all causes of action, claims, suits, demands or other obligations or 
liabilities of every kind and nature (including without limitation attorneys’ fees and costs), whether known or unknown, that Employee ever had, 
now has, or may in the future have that arose on or before the date Employee  
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executes this General Release, including but not limited to all claims regarding any aspect of his employment with any of the Released Parties, 
compensation, claims for wages, commissions, stock options, bonuses, severance, vacation pay, expense reimbursements, or any other form of 
compensation, the cessation of his employment, Title VII of the Civil Rights Act of 1964, the Americans with Disabilities Act, the California 
Fair Employment and Housing, the Age Discrimination in Employment Act, 42 U.S.C. § 1981, the Fair Labor Standards Act, all provisions of 
the California Labor Code, the Employee Retirement Income Security Act, any other federal, state or local law, regulation or ordinance or public 
policy, contract, tort, or property law theory, or any other cause of action whatsoever (collectively referred to hereafter as the “Claims”). 
Employee agrees not to sue or otherwise institute or cause to be instituted or in any way participate in (except at the request of the Company) 
legal or administrative proceedings against any of the Released Parties with respect to any Claims. Employee understands and agrees that in the 
event Employee breaches any provision of this General Release, in addition to any other damages or relief to which the Released Parties may be 
entitled, the benefits described herein may be withheld, rescinded, and/or recovered.  

It is further understood and agreed that as a condition of this Agreement, all rights under Section 1542 of the Civil Code of the State of 
California are expressly waived by Employee. Such Section reads as follows:  

“A general release does not extend to claims which the creditor  
does not know or suspect to exist in his or her favor at the time of  
executing the release, which if known by him or her must have  
materially affected his or her settlement with the debtor.”  

Thus, for the purpose of implementing a full and complete release and discharge of the Released Parties, Employee expressly 
acknowledges that this Agreement is intended to include and does include in its effect, without limitation, all claims which Employee does not 
know or suspect to exist in his favor against the Released Parties at the time of execution hereof, and that this Agreement expressly contemplates 
the extinguishment of all such claims.  

   (b)    O LDER W ORKERS ’ B ENEFIT P ROTECTION A CT R ELEASE . The general release in this Agreement includes, but is not limited 
to, claims arising under federal, state or local law for age, race, sex or other forms of employment discrimination and retaliation. In accordance 
with the Older Workers Benefit Protection Act, Employee hereby knowingly and voluntarily waives and releases all rights and claims, known or 
unknown, arising under the Age Discrimination in Employment Act of 1967, as amended, which he might otherwise have had against the 
Released Parties. Employee is hereby advised that he should consult with an attorney before signing this Agreement and that he has 21 days in 
which to consider and accept this Agreement by signing and returning this Agreement to Tanya Fournier, the Company’s Human Resources 
Manager. In addition, Employee has a period of seven days following his execution of this Agreement in which he may revoke the Agreement. If 
Employee does not advise Tanya Fournier by a writing  
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received by her within such seven day period of Employee’s intent to revoke the Agreement, the Agreement will become effective and 
enforceable upon the expiration of the seven days.  

   (c)     The parties specifically understand and agree that the release provisions contained in Paragraphs 8(a) and (b) above are not 
intended to and do not waive any rights to statutory indemnification under California Labor Code section 2802 or to contractual indemnification 
under Employee’s GoAmerica Indemnification Agreement to which Employee would otherwise have been entitled.  

9.     P ROTECTION OF C ONFIDENTIAL I NFORMATION  & R ELATED O BLIGATIONS . Employee acknowledges that both during his 
employment and consulting relationship with the Company, he had and will continue to have access to and become acquainted with trade secrets 
and confidential and proprietary information related to the Company, its past and present customers, partners, employees and business contacts, 
including without limitation, business methodologies, product information, customer lists and data, marketing and distribution strategies, 
financial data and plans, and other intellectual property. Employee agrees that he will not now or any time in the future disclose or use, either 
directly or indirectly, any of such trade secrets or confidential, proprietary information of the Company. Employee acknowledges that this 
Paragraph supplements and does not supersede Employee’s pre-existing and continuing obligations under Sections 8 through 11 of his 
Employment Agreement and under his Employee Invention Assignment & Confidentiality Agreement, which remain in full force and effect.  

10.     A GREEMENT  & R ESTRICTIVE C OVENANTS . Notwithstanding anything herein to the contrary, Employee acknowledges that this 
Agreement does not supersede Employee’s pre-existing and continuing obligations under Sections 8 through 11 of his Employment Agreement, 
which remain in full force and effect, except that with respect to the non-competition provision in Section 8(a) of the Agreement, the definition 
of ‘Restricted Period’ shall be amended to read as follows: “Restricted Period” means the period beginning on the Employment Commencement 
Date and continuing until the 1st (first) anniversary date of the later of (a) Executive/Employee’s termination date of the Consulting Agreement 
between the parties referenced in Paragraph 5 above, or (b) termination date by either the Company or by the Employee of his observance rights 
referenced in Paragraph 5 above.  

11.     N ONDISPARAGEMENT  & C ONDUCT . Employee further agrees that in the future he will not libel, slander or disparage (which shall 
not be inclusive of constructive criticism and/or advice provided in good faith by Employee to the Board of Directors or executive management 
members in connection with consultancy services or Board observance rights under Section 5 hereof) other the business or personal reputation of 
the Company, its products or services, or any of its current or former officers, directors, employees, shareholders, agents, or other Released 
Parties . Employee further agrees that while conducting consulting services on behalf of the Company, Employee will abide by all  
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Company rules and guidelines, including without limitation the Company’s Code of Ethics, and shall at all times conduct himself in a manner 
that does not harm the business or personal reputation of the Company, its products or services, or any of its current or former officers, directors, 
employees, shareholders, agents, or other Released Parties.  

12.     N ON -A DMISSION OF L IABILITY . This Separation Agreement and General Release shall not be construed as an admission by the 
Company of any improper, wrongful, or unlawful actions, or any other wrongdoing against Employee, and the Company specifically disclaims 
any liability to or wrongful acts against Employee on the part of itself, its employees and its agents.  

13.     M ISCELLANEOUS . This Agreement, Sections 8 through 11 of Employee’s March 20, 2008 Employment Agreement, and the 
Employee Invention Assignment & Confidentiality Agreement executed by Employee, together constitute the complete, final and exclusive 
embodiment of the entire agreement between the parties with regard to this subject matter, provided however that the contractual indemnification 
under Employee’s GoAmerica Indemnification Agreement to shall survive and remain effective as provided for therein. This Agreement is 
entered into without reliance on any promise or representation, written, oral, or implied, other than those expressly contained herein, and it 
supersedes any other such promises, warranties or representations. The paragraph and subparagraph headings contained herein are for the 
purpose of convenience only and are not intended to define, limit or affect and shall not be considered in connection with the interpretation of 
any of the terms or provisions of this Agreement. This Agreement may not be modified or amended except in a writing signed by Employee and 
the CEO of the Company. This Agreement shall bind the heirs, personal representatives, successors and assigns of both Employee and the 
Company, and inure to the benefit of both Employee and the Company, their heirs, successors and assigns. If any provision of this Agreement is 
determined to be invalid or unenforceable, in whole or in part, this determination will not affect any other provision of this Agreement and the 
provision in question shall be modified by the court so as to be rendered enforceable.  

IN WITNESS WHEREOF, the parties have entered into this Agreement as of this 22nd day of May, 2009.  
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PURPLE COMMUNICATIONS, INC.       EMPLOYEE    

              

Daniel R. Luis, CEO      Edmond Routhier    



Exhibit 31.1 

CERTIFICATION  

I, Daniel R. Luis, certify that:  

1.            I have reviewed this Quarterly Report on Form 10-Q of Purple Communications, Inc.;  

2.            Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.            Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.            The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:  

               (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others 
within those entities, particularly during the period in which this report is being prepared;  

               (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles;  

               (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

               (d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely 
to materially affect, the registrant’s internal control over financial reporting; and  

5.            The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

               (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  

               (b) Any fraud, whether or not material, that involves management or other employees who have 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 Officer  



Exhibit 31.2 

CERTIFICATION  

I, John Ferron, certify that:  

1.            I have reviewed this Quarterly Report on Form 10-Q of Purple Communications, Inc.;  

2.            Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.            Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.            The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:  

               (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others 
within those entities, particularly during the period in which this report is being prepared;  

               (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles;  

               (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

               (d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s 
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely 
to materially affect, the registrant’s internal control over financial reporting; and  

5.            The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

               (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  

               (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 
internal control over financial reporting.  

Date: August 13, 2009  
   

/s/ John Ferron 
John Ferron 
Chief Financial and Operating Officer 
(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 Purple Communications, Inc. (the “Company”) on Form 10-Q for the quarter ended 
June 30, 2009 filed with the Securities and Exchange Commission (the “Report”), I, Daniel R. Luis, Chief Executive Officer of the Company, 
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:  

(1) The Report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934; and  

(2) The information contained in the Report fairly presents, in all material respects, the consolidated financial condition of the Company as of the 
dates presented and consolidated results of operations of the Company for the periods presented.  

Date: August 13, 2009  
   

This certification has been furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.  

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



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 Purple Communications, Inc. (the “Company”) on Form 10-Q for the quarter ended 
June 30, 2009 filed with the Securities and Exchange Commission (the “Report”), I, John Ferron, Principal Financial Officer of the Company, 
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:  

(1) The Report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934; and  

(2) The information contained in the Report fairly presents, in all material respects, the consolidated financial condition of the Company as of the 
dates presented and consolidated results of operations of the Company for the periods presented.  

Date: August 13, 2009  
   

This certification has been furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.  

/s/ John Ferron 
John Ferron 
Chief Financial and Operating Officer 
(Principal Financial Officer) 


