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PARTI
CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

In addition to historical information, this Quarterly Report on Form 10-Q (this “Quarterly Report”) contains
forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended.
Forward-looking statements are those that predict or describe future events or trends and that do not relate solely to
historical matters. You can generally identify forward-looking statements as statements containing the words “believe,”
“expect,” “will,” “anticipate,” “intend,” “estimate,” “project,” “assume” or other similar expressions, although not all forward-
statements contain these identifying words. All statements in this Quarterly Report regarding our future strategy,

future operations, projected financial position, estimated future revenue, projected costs, future prospects, and results

that might be obtained by pursuing management’s current plans and objectives are forward-looking statements. You
should not place undue reliance on our forward-looking statements because the matters they describe are subject to

known and unknown risks, uncertainties and other unpredictable factors, many of which are beyond our control.
Important risks that might cause our actual results to differ materially from the results contemplated by the
forward-looking statements are contained in “Part I, Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and “Part II, Item 1A. Risk Factors” of this Quarterly Report and in our subsequent
filings with the Securities and Exchange Commission (“SEC”). Our forward-looking statements are based on the
information currently available to us and speak only as of the date on which this Quarterly Report was filed with the

SEC. We expressly disclaim any obligation to issue any updates or revisions to our forward-looking statements, even

if subsequent events cause our expectations to change regarding the matters discussed in those statements. Over time,

our actual results, performance or achievements will likely differ from the anticipated results, performance or
achievements that are expressed or implied by our forward-looking statements, and such difference might be
significant and materially adverse to our stockholders.

99 ¢ 99 ¢
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ITEM 1. FINANCIAL STATEMENTS

Viggle Inc.

CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except share data)

December
31,
2012
(Unaudited)

Assets
Current assets:
Cash and cash equivalents $238
Accounts receivable 3,417
Prepaid expenses 728
Other receivables 330
Total current assets 4,713
Restricted cash 696
Capitalized software costs, net 3,725
Property & equipment, net 3,052
Intellectual property, net 2,495
Goodwill 2,953
Other assets 40
Total assets $17,674
Liabilities and stockholder's equity
Current liabilities:
Accounts payable and accrued expenses $6,553
Reward points payable 4,589
Common stock warrant liability 943
Guarantee liability 1,465
Deferred revenue 172
Current portion of loan payable 15,000
Total current liabilities 28,722
Other long-term liabilities 1,380
Total liabilities 30,102
Commitments and contingencies
Stockholders' equity:
Preferred stock, $0.001 par value, authorized 1,000,000 shares, no shares issued and
outstanding —
Common stock, $0.001 par value: authorized 300,000,000 shares, issued and
outstanding 76,470,041 shares as of December 31, 2012 and June 30, 2012 76
Additional paid-in-capital 151,871
Due from executive officer (3,496 )
Accumulated deficit (160,879 )
Total stockholders' equity (deficit) (12,428 )
Total liabilities and stockholders' equity $17,674

See accompanying notes to consolidated financial statements

June 30,
2012
(Audited)

$2,963
1,424
1,000
1,290
6,677
696
4,506
2,861
3,217
2,953
40

$20,950

$4,838
3,454
4,626
963
572
2,500
16,953
1,310
18,263

76

135,019

(3,426 )

(128,982 )

2,687
$20,950
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Viggle Inc.
CONSOLIDATED STATEMENTS OF OPERATIONS
(amounts in thousands, except share and per share data)
(Unaudited)
Three Months Ended Six Months Ended
December 31, December 31,

2012 2011 2012 2011
Revenues $3.,875 $— $5,927 $—
Cost of watchpoints and engagement points (1,571 ) — (3,800 ) —
Selling, general and administrative expenses (15,143 ) (16,724 ) (36,842 ) (50,654
Operating loss (12,839 ) (16,724 ) (34,715 ) (50,654
Other income (expense):
Other income, net 689 — 3,181 —
Interest income (expense), net (236 ) 55 (319 ) 95
Total other income (expense) 453 55 2,862 95
Net loss before provision for income taxes (12,386 ) (16,669 ) (31,853 ) (50,559
Income tax expense (44 ) — (44 ) —
Net loss $(12,430 ) $(16,669 ) $(31,897 ) $(50,559
Net loss per common share - basic and diluted $(0.16 ) $(0.22 ) $(0.42 ) $(0.72

Weighted average common shares outstanding - basic
and diluted 76,470,041 74,570,899 76,470,041 70,211,116

See accompanying notes to consolidated financial statements
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Viggle Inc.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT)
(amounts in thousands)
Additional Due from
Common Paid-In Executive  Accumulated

Stock Capital Officer Deficit Total
Balance June 30, 2011 $67 $39,779 $(3,291 ) $(32,471 ) $4,084
Net loss — — — (96,511 ) (96,511
Private placements of common stock and
warrants for cash 9 37,523 — — 37,532
Compensation charge for fair value of
common stock and warrants issued in
connection with private placement — 21,572 — — 21,572
Interest income on notes receivable from
shareholders — 5 ) — — ®
Interest income on notes receivable from
Executive Officer — — (135 ) — (135
Employee stock options - share based
compensation — 5,916 — — 5,916
Restricted stock based compensation — 26,576 — — 26,576
Stock issued for WatchPoints acquisition — 1,600 — — 1,600
Stock issued for Loyalize — 1,719 — — 1,719
Capital contribution related to corporate jet — 336 — — 336
Notes receivable from stockholders — 3 — — 3
Balance June 30, 2012 $76 $135,019 $(3,426 ) $(128,982 ) $2,687
Net loss — — — (31,897 ) (31,897
Interest income on notes receivable from
shareholders — — — — —
Interest income on notes receivable from
Executive Officer — — (70 ) — (70
Employee stock options - share based
compensation — 8,267 — — 8,267
Restricted stock - share based compensation — 8,508 — — 8,508
Notes receivable from shareholders — 77 — — 77
Balance December 31, 2012 $76 $151,871 $(3,496 ) $(160,879 ) $(12,428

See accompanying notes to consolidated financial statements
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Viggle Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(amounts in thousands)

Operating activities:

Net loss

Adjustments to reconcile net loss to net cash used in operating activities:
Restricted stock based compensation

Employee stock options - share based compensation

Common stock and warrants issued in connection with Private Placements - share based
compensation

Depreciation and amortization

Increase in fair value of Loyalize guarantee

Increase (decrease) in fair value of common stock warrants

Interest income on notes receivable from shareholder and officer

Income from deferred revenue contracts acquired with Loyalize acquisition
Non-cash barter revenue

Non-cash barter advertising expense

Changes in operating assets and liabilities:
Accounts receivable

Other receivables

Prepaid expenses

Accounts payable and accrued expenses
Points liability

Deferred revenue

Other liabilities

Net cash used in operating activities
Investing activities:

Purchase of property and equipment
WatchPoints acquisition

TIPPT acquisition

Loyalize acquisition

Capitalized software costs

Net cash used in investing activities
Financing activities:

Issuance of common stock and warrants for cash
Payments on loan

Loan from executive officer

Notes receivable shareholders

Net cash provided by financing activities
Net increase (decrease) in cash

Cash at beginning of period

Cash at end of period

Six Months
Ended
December
31,
2012

$(31,897

8,508
8,267

1,870
502
(3,683
(70
(194
597
(597

(1,993
960
272
1,715
1,135
(208

70
(14,746

(487

(69
(556

12,500
77
12,577
(2,725
2,963
$238

Six Months
Ended
December
31,
2011

) $(50,559

16,972
3,412

19,456
573

) 324

) (70

) —

) —

(897
(212
795
)y —
1,170
) (9,036

) (1,393
(2,620
(2,250
(3,180

) (1,294

) (10,737

33,413
(24

33,389

) 13,616
3,794

$17,410

)
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See accompanying notes to consolidated financial statements
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Viggle Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(amounts in thousands)

Supplemental cash flow information:

Cash paid during the year for interest — 14
Non-cash financing activities:

Stock issued for WatchPoints acquisition — 1,600
Stock issued for Loyalize acquisition — 1,719
Loyalize guarantee — 120
Warrants issued for TIPPT — 2,378
Capital related to corporate jet — 336

See accompanying notes to consolidated financial statements
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Viggle Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(amounts in thousands, except share and per share data)
(Unaudited)

1. Basis of Presentation

On May 31, 2012, the Company changed its name from Function(x) Inc. to Viggle Inc. It now conducts business
under the name Viggle Inc.

On February 16, 2011 the Company effectuated a 1 for 10 reverse split of its issued and outstanding common stock

(the “1 for 10 Reverse Split”). Under the terms of the 1 for 10 Reverse Split, each share of common stock, issued and
outstanding as of such effective date, was automatically reclassified and changed into one-tenth of one share of

common stock, without any action by the stockholder. Fractional shares were rounded up to the nearest whole

share. On June 7, 2012, the Company effectuated a 1 for 2 reverse split (the “1 for 2 Reverse Split”). Under the terms of
the 1 for 2 Reverse Split, each share of common stock, issued and outstanding as of such effective date, was
automatically reclassified and changed into one-half of one share of common stock, without any action by the
stockholder. Fractional shares were rounded up to the nearest whole share. All share and per share amounts have been
restated to reflect both the 1 for 10 and the 1 for 2 reverse splits.

The financial statements for the fiscal year ended June 30, 2012 and June 30, 2011 and for the three and six months
ended December 31, 2012 and 2011 reflect the results of operations of Viggle Inc. and its consolidated subsidiaries
(collectively, the “Company”), each a Delaware corporation. The financial information in this report for the three and six
months ended December 31, 2012 and 2011 have not been audited, but in the opinion of management all adjustments
(which include normal recurring adjustments) necessary for a fair presentation have been made. The operating results
for the three and six months ended December 30, 2012 and 2011 are not necessarily indicative of the results for the

full year.

The financial statements included herein should be read in conjunction with the financial statements and notes
included in the Company’s Annual Report on Form 10-K for the fiscal year ended June 30, 2012.

Basis of Consolidation

The consolidated financial statements include the accounts of Viggle Inc., and our wholly-owned subsidiaries. All
intercompany transactions and balances have been eliminated.

2. Organization and Background
Formation and Former Business

The Company was incorporated in Delaware in July 1994 and had no operating business or full-time employees from
December 1996 to 2000, when it acquired all of the outstanding Common Stock of Oaktree Systems, Inc.
(“Oaktree”). Through Oaktree, the Company provided cost effective marketing solutions to organizations needing
sophisticated information management tools. In December 2007, Marketing Data, Inc. acquired an 80% interest in
Oaktree for $1 and the Company’s ownership interest in Oaktree was reduced to 20% of Oaktree’s outstanding
Common Stock. On October 24, 2010, Oaktree repurchased the Company’s remaining 20% interest in Oaktree for
$0.10. As a result, Marketing Data, Inc. owned 100% of the outstanding Common Stock of Oaktree. After the
disposition of the Company’s interest in Oaktree and prior to the Recapitalization, the Company was not active and had

12
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no operating business. After the disposition of the Oaktree interest, the Company began to explore the redeployment
of its existing assets by identifying and merging with or investing in one or more operating businesses. The Board of
Directors approved the Recapitalization effecting such change.

The Recapitalization

On February 7, 2011, Viggle Inc. (formerly Function(x) Inc., Function (X) Inc., and Gateway Industries, Inc., the
“Company”’) entered into the Agreement and Plan of Recapitalization (the ‘“Recapitalization Agreement"), by and among
the Company, Sillerman Investment Company LLC, a Delaware limited liability company (“Sillerman”), and EMH
Howard LLC, a New York limited liability company (“EMH Howard”).

Pursuant to the Recapitalization Agreement, Sillerman, together with other investors approved by Sillerman, invested
in the Company by acquiring 60,000,000 newly issued shares of common stock of the Company in a private
placement transaction at a price of $0.06 per share, as a result of which Sillerman and the other investors acquired
approximately 99% of the outstanding shares of common stock, with Sillerman (together with Robert F.X. Sillerman
personally) directly or indirectly beneficially owning more than a majority of the outstanding shares of common
stock. Upon consummation, the proceeds of the private placement of $3,600 ($220 in cash and $3,380 in five-year
promissory notes with interest accruing at the annual rate equal to the long-term Applicable Federal Rate in effect as
of the date of the Recapitalization Agreement, which was 4.15% per annum) were received.

13
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On February 16, 2011, immediately after the recapitalization (the "Recapitalization") was consummated, the Company
issued 6,616,299 shares of common stock to an institutional investor (for $10,000) at a price of approximately $1.52
per share, and 470,000 shares of common stock to an accredited investor (for $500) at a price of approximately $1.06
per share. The shares of common stock issued in such placements were exempt from registration under the Securities
Act of 1933, as amended (the “Securities Act”), pursuant to an exemption from registration for transactions not
involving a public offering under Section 4(2) of the Securities Act, and the safe harbors for sales under Section 4(2)
provided by Regulation D promulgated pursuant to the Securities Act. Transfer of the shares was restricted by the
Company in accordance with the requirements of the Securities Act.

On February 16, 2011, the Company issued a five year warrant for 50,000 shares with an exercise price of $1.60 per
share to Berenson Investments LLC. Berenson & Company, LLC, an affiliate of Berenson Investments LLC, was the
financial advisor to Sillerman in connection with the Recapitalization. On May 9, 2011, Berenson Investments LLC
exercised the warrant and paid $80 for 50,000 shares of the Company's common stock.

As part of the Recapitalization, the Company issued 125,000 shares to J. Howard, Inc., an entity affiliated with Jack L.
Howard, a director and officer of the Company prior to the Recapitalization, and its designees (which included former
directors of the Company) in connection with partially extinguishing outstanding debt of $171 owed to J. Howard,
Inc. The fair market value of the shares at issuance was $0.06 per share. The remaining debt of $163 was satisfied on
February 15, 2011 by payment to J. Howard, Inc. in such amount. In addition, J. Howard, Inc. was paid $37 to be
used for payment of expenses incurred in connection with the Recapitalization on behalf of the Company.

The newly recapitalized company changed its name to Function (X) Inc. effective as of the date of the
Recapitalization and changed its name to Function(x) Inc. on June 22, 2011 and changed its name to Viggle Inc. on
May 31, 2012. The Company has six wholly-owned subsidiaries, Function(x) Inc., Project Oda, Inc., Sports Hero
Inc., Loyalize Inc., Viggle Media Inc. and VX Acquisition Corp., each a Delaware corporation.

The Company's New Line of Business

Our business is built on a simple concept: to make watching TV more rewarding. Viggle provides an interactive
platform to create more engagement with TV content and more targeted advertising through a loyalty program that
rewards our users for watching television. We seek to enhance the consumer TV experience by helping consumers
find what shows to watch, making the shows they watch more fun, interesting, and exciting, and rewarding consumers
for being loyal to the shows they do watch. Users receive points for checking in to and interacting with their favorite
TV shows and can then redeem these points for real items such as movie tickets, music and gift cards. We plan to
generate revenue through advertising and the sale of merchandise related to the TV shows and other entertainment
viewed by users that would appear in users' mobile devices through the use of the application. We currently do not
have any agreements in place with advertisers or vendors whereby the advertisers or vendors issue rewards to our
users when the users redeem their points. We have purchased and will continue to source rewards from vendors that
we will issue to users upon the redemption of their points. The Company has only generated minimal revenue to date,
and there is no guarantee that we will be able to generate sufficient revenue in the future to continue to purchase
rewards from vendors or continue our business.

3. Summary of Significant Accounting Policies

Cash and Cash Equivalents and Restricted Cash

The Company considers all highly liquid securities purchased with maturities of 90 days or less to be cash
equivalents. Cash equivalents are stated at cost which approximates market value and primarily consists of money

market funds that are readily convertible into cash. Restricted cash comprises amounts held in deposits that were

14
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required as collateral under the lease of office space.
Accounts Receivable

Accounts receivable are recorded net of an allowance for doubtful accounts. The Company's allowance for doubtful
accounts will be based upon historical loss patterns, the number of days that the billings are past due and an evaluation
of the potential risk associated with delinquent accounts. The Company will also consider any changes to the
financial condition of its customers and any other external market factors that could impact the collectability of its
receivables in the determination of its allowance for doubtful accounts. Due to the limited number of accounts
receivable and the historical pattern of collections the Company's allowance for doubtful accounts as of December 31,
2012 and June 30, 2012 is $0 and $0, respectively.

10
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Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash
and cash equivalents and trade accounts receivable. The Company maintains cash and cash equivalents with domestic
financial institutions of high credit quality. The Company performs periodic evaluations of the relative credit standing
of all of such institutions.

The Company performs ongoing credit evaluations of customers to assess the probability of accounts receivable
collection based on a number of factors, including past transaction experience with the customer, evaluation of their
credit history, and review of the invoicing terms of the contract. The Company generally does not require collateral.
The Company maintains reserves for potential credit losses on customer accounts when deemed necessary. Actual
credit losses during the three and six months ended December 31, 2012 and 2011 were not significant.

Deferred Rent Payable

The Company is party to lease for office space for its corporate offices and as part the agreement the landlord
provided a rent abatement for the first 10 months of the lease. The Company accounts for the rental expense on a
straight line basis over the entire term of the lease and records a liability for the difference between payments and the
expense recorded in selling general and administrative expense.

Revenue Recognition

Advertising Revenue: We generate advertising revenue primarily from display and video advertising, which is
typically sold on a cost-per-thousand impressions, or CPM basis, and completed engagements on a cost per
engagement (CPE) basis. Advertising campaigns typically range from one to 12 months, and advertisers generally
pay us based on a minimum of delivered impressions or the satisfaction of other criteria, such as click-throughs.

The Company recognizes revenue when: (1) persuasive evidence exists of an arrangement with the customer
reflecting the terms and conditions under which products or services will be provided; (2) delivery has occurred or
services have been provided; (3) the fee is fixed or determinable; and (4) collection is reasonably assured. For all
revenue transactions, the Company considers a signed agreement, a binding insertion order or other similar
documentation to be persuasive evidence of an arrangement.

Deferred Revenue: Our deferred revenue consists principally of both prepaid but unrecognized revenue and
advertising fees received or billed in advance of the delivery or completion of the delivery of services. Deferred
revenue is recognized as revenue when the services are provided and all other revenue recognition criteria have been
met.

Barter Transactions — a barter transaction represents the exchange of advertising or programming for advertising,
merchandise or services. Barter transactions which exchange advertising for advertising are accounted for in
accordance with EITF Issue No. 99-17 “Accounting for Advertising Barter Transactions” (ASC Topic 605-20-25),
which are recorded at the fair value of the advertising provided based on the Company’s own historical practice of
receiving cash for similar advertising from buyers unrelated to the counter party in the barter transactions.

Barter transactions which exchange advertising or programming for merchandise or services are recorded at the
monetary value of the revenue expected to be realized from the ultimate disposition of merchandise or services.

The Company recognized barter revenue for the three and six months ended December 31, 2012 of $597 and $597
respectively. The Company recognized barter expense for the three and six months ended December 31, 2012 of $597

16
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and $597, respectively. The Company did not recognize any barter revenue or barter expense for the three and six
months ended December 31, 2011.

Watchpoints and Engagement Points

The Company issues points to its users as an incentive to utilize the Viggle app and its features. Users can redeem
these points for rewards. The Company records the cost of these points based on the weighted average cost of
redemptions during the period. Points earned but not redeemed are classified as a liability.

Users earn points for various activities and the Company reports points earned for checking into shows and points
earned for engaging in advertiser sponsored content as a separate line in its statement of operations ("Cost of
watchpoints and engagement points"). All other points earned by users are reflected as a marketing expense in selling,
general and administrative expense.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of expenses during the reporting period. These estimates include, among others, fair value of financial assets
and liabilities, net realizable values on long-lived assets, certain accrued expense accounts, and estimates related to
stock-based compensation. Actual results could differ from those estimates.

11
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Fair Value of Financial Instruments

The carrying amounts reported in the consolidated balance sheets for cash and cash equivalents, receivables, accounts
payable, and other current liabilities approximate fair value because of the immediate or short-term maturity of these
financial instruments. The carrying valve of the Company's debt approximates fair value due to its short-term
maturity.

Property and Equipment

Property and equipment (consisting of computers, software, furniture and fixtures, and leasehold improvements) is
recorded at historical cost and is depreciated using the straight-line method over their estimated useful lives. The
useful life and depreciation method are reviewed periodically to ensure that the depreciation method and period are
consistent with the anticipated pattern of future economic benefits. Expenditures for maintenance and repairs are
charged to operations as incurred while renewals and betterments are capitalized. Gains and losses on disposals are
included in the results of operations. Equipment, software, furniture and fixtures are being depreciated over a useful
life of three years, leasehold improvements are depreciated over a useful life of 10 years consistent with the life of the
underlying lease.

Impairment of Goodwill and Certain Other Long-Lived Assets

As required by ASC 350, Goodwill and Other Intangible Assets, the Company tests goodwill for

impairment. Goodwill is not amortized, but instead tested for impairment at the reporting unit level at least annually
and more frequently upon occurrence of certain events. The annual goodwill impairment test is a two step

process. First, the Company determines if the carrying value of its related reporting unit exceeds fair value, which
would indicate that goodwill may be impaired. If the Company then determines that goodwill may be impaired, it
compares the implied fair value of the goodwill to its carry amount to determine if there is an impairment loss.

The Company accounts for the impairment of long-lived assets other than goodwill in accordance with ASC 360,
“Property, Plant, and Equipment”, which addresses financial accounting and reporting for the impairment or disposal of
long-lived assets. ASC 360 requires impairment losses to be recorded on long-lived assets used in operations when
indicators of impairment are present and the undiscounted cash flows estimated to be generated by those assets are

less than the assets' carrying amounts. In that event, a loss is recognized based on the amount by which the carrying
amount exceeds the fair value of the long-lived assets. Loss on long-lived assets to be disposed of is determined in a
similar manner, except that fair values are reduced for the cost of disposal.

There was no impairment to the Company's long-lived assets as of December 31, 2012.
Internal Use Software

The Company recorded $2,350 of capitalized software as part of the Loyalize acquisition as of December 31, 2012
and June 30, 2012. The Company records amortization of the software on a straight-line basis over the estimated
useful life of the software. Once revenue producing activities commenced in the third quarter of 2012, the software
was placed in service and amortized. For the three and six months ended December 31, 2012 amortization expense
has been recorded of $196 and $392, respectively. No amortization expense was recorded in the comparable periods
in 2011.

The Company records and capitalizes computer software and, appropriately, certain internal costs have been

capitalized in the amounts of $2,816 and $2,747 as of December 31, 2012 and June 30, 2012, respectively, in
accordance with ASC 350-40. The Company records amortization of the software on a straight-line basis over the

18
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estimated useful life of the software. Once revenue producing activities commenced in the third quarter of 2012, the
software was placed in service and amortized. For the three and six months ended December 31, 2012 amortization
expense has been recorded of $229 and $460, respectively. No amortization expense was recorded in the comparable
periods in 2011.

Marketing
Marketing costs are expensed as incurred. Marketing expense for the Company for the three and six months ended

December 31, 2012 was $1,429 and $3,004, respectively. Marketing expense for the Company for the three and six
months ended December 31, 2011 was $820 and $1,723, respectively.

12
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Income Taxes

The Company uses the liability method of accounting for income taxes as set forth in ASC 740, Income Taxes. Under
the liability method, deferred taxes are determined based on the temporary differences between the financial statement
and tax basis of assets and liabilities using tax rates expected to be in effect during the years in which the basis
differences reverse. A valuation allowance is recorded when it is unlikely that the deferred tax assets will not be
realized. We assess our income tax positions and record tax benefits for all years subject to examination based upon
our evaluation of the facts, circumstances and information available at the reporting date. In accordance with ASC
740-10, for those tax positions where there is a greater than 50% likelihood that a tax benefit will be sustained, our
policy will be to record the largest amount of tax benefit that is more likely than not to be realized upon ultimate
settlement with a taxing authority that has full knowledge of all relevant information. For those income tax positions
where there is less than 50% likelihood that a tax benefit will be sustained, no tax benefit will be recognized in the
financial statements.

Stock-Based Compensation

The Company accounts for stock-based compensation in accordance with ASC 718, Compensation - Stock
Compensation. Under the fair value recognition provisions of ASC 718, stock-based compensation cost is measured
at the grant date based on the fair value of the award and is recognized as expense ratably over the requisite service
period. The Company uses the Black-Scholes option pricing model to determine the fair value of stock options and
warrants issued. Stock-based awards issued to date are comprised of both restricted stock awards (RSUs) and
employee stock options.

Recently Issued Accounting Pronouncements

In September 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2011-08 Intangibles - Goodwill and Other: Testing Goodwill for Impairment. This ASU amends FASB Codification
Topic 350 to provide an option for an entity to first assess qualitative factors to determine whether it is more likely
than not that the fair value of a reporting unit is less than its carrying amount as a basis for determining whether to
perform the two-step goodwill impairment test. ASU 2011-08 is effective for annual and interim goodwill impairment
tests performed for fiscal years beginning after December 15, 2011. The adoption of this standard did not have an
impact on the Company's Consolidated Financial Statements.

In May 2011, the Financial Accounting Standards Board (FASB) released ASU 2011-04 “Fair Value Measurement”,
which amends ASC 820 “Fair Value Measurements and Disclosures”. This standard became effective beginning in the
first calendar quarter of 2012. The adoption of this standard did not have an impact on the Company's Consolidated
Financial Statements.

In May 2011, the Financial Accounting Standards Board (FASB) issued ASU 2011-05, Comprehensive Income:
Presentation of Comprehensive Income. The ASU amends FASB Codification Topic 220, Comprehensive Income, to
require an entity to present the total of comprehensive income, the components of net income, and the components of
other comprehensive income either in a single continuous statement of comprehensive income or in two separate but
consecutive statements. ASU 2011-05 is effective for fiscal years, and interim periods within those fiscal years
beginning after December 15, 2011, and early adoption is permitted. The adoption of this standard did not have an
impact on the Company's Consolidated Financial Statements as there was no comprehensive income /(loss).

4. Property and Equipment
Property and Equipment consists of the following:
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December
31, June 30,
2012 2012
Leasehold Improvements $2,024 $1,839
Furniture and Fixtures 546 441
Computer Equipment 974 785
Software 103 95
Total 3,647 3,160
Accumulated Depreciation and Amortization (595 ) (299 )
Property and Equipment, net $
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