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GLOSSARY
The following terms and abbreviations appearing in the text of this report have the meanings indicated below.
AFUDC allowance for funds used during construction

2015 Form 10-K Edison International's and SCE's combined Annual Report on Form 10-K for the year-ended
December 31, 2015

ALJ administrative law judge
APS Arizona Public Service Company
ARO(s) asset retirement obligation(s)
Bcf billion cubic feet
Bonus
Depreciation

Current federal tax deduction of a percentage of the qualifying property placed in service during
periods permitted under tax laws 

BRRBA Base Revenue Requirement Balancing Account
CAA Clean Air Act
CAISO California Independent System Operator
CARB California Air Resources Board

Competitive
Businesses

businesses focused on providing energy solutions, including distributed generation and/or storage,
to commercial and industrial customers; engaging in competitive transmission opportunities; and
exploring distributed water treatment and recycling.

CPUC California Public Utilities Commission
CRRs congestion revenue rights
DOE U.S. Department of Energy

Edison Energy Edison Energy, LLC, a wholly-owned subsidiary of Edison Energy Group that advises and
provides energy solutions to large energy users

Edison Energy
Group Edison Energy Group, Inc., the holding company for the Competitive Businesses

EME Edison Mission Energy
EME Settlement
Agreement

Settlement Agreement entered into by Edison International, EME, and the Consenting Noteholders
in February 2014

EMG Edison Mission Group Inc., a wholly owned subsidiary of Edison International and the parent
company of EME and Edison Capital

EPS earnings per share
ERRA energy resource recovery account
FERC Federal Energy Regulatory Commission

Four Corners coal fueled electric generating facility located in Farmington, New Mexico in
which SCE held a 48% ownership interest

GAAP generally accepted accounting principles
GHG greenhouse gas
GRC general rate case
GWh gigawatt-hours
HLBV hypothetical liquidation at book value
IRS Internal Revenue Service
Joint Proxy
Statement

Edison International's and SCE's definitive Proxy Statement filed with the SEC in connection with
Edison International's and SCE's Annual Shareholders' Meeting held on April 28, 2016

MD&A Management's Discussion and Analysis of Financial Condition and Results
of Operations in this report

MHI Mitsubishi Heavy Industries, Ltd. and a related company
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Moody's Moody's Investors Service
MW megawatts

MWdc megawatts measured for solar projects representing the accumulated peak capacity of all the solar
modules

MWh megawatt-hours

iii
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NAAQS national ambient air quality standards
NEIL Nuclear Electric Insurance Limited
NEM net energy metering
NERC North American Electric Reliability Corporation
NRC Nuclear Regulatory Commission
ORA CPUC's Office of Ratepayers Advocates
OII Order Instituting Investigation

Palo Verde large pressurized water nuclear electric generating facility located near
Phoenix, Arizona in which SCE holds a 15.8% ownership interest

PBOP(s) postretirement benefits other than pension(s)
PG&E Pacific Gas & Electric Company
QF(s) qualifying facility(ies)
ROE return on common equity
S&P Standard & Poor's Ratings Services

San Onofre retired nuclear generating facility located in south San Clemente, California in which SCE holds
a 78.21% ownership interest

San Onofre OII
Settlement
Agreement

Settlement Agreement by and among SCE, The Utility Reform Network, the CPUC's Office of
Ratepayer Advocates and SDG&E, which was later joined by the Coalition of California Utility
Employees and Friends of the Earth, (together, the "Settling Parties"), dated November 20, 2014

SCE Southern California Edison Company
SDG&E San Diego Gas & Electric
SEC U.S. Securities and Exchange Commission

SED Safety and Enforcement Division of the CPUC, formerly known as the Consumer Protection and
Safety Division or CPSD

SoCalGas Southern California Gas Company
SoCore Energy
LLC a subsidiary of Edison Energy Group that provides solar energy solutions

TURN The Utility Reform Network
US EPA U.S. Environmental Protection Agency
VIE(s) variable interest entity(ies)

iv
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FORWARD-LOOKING STATEMENTS
This quarterly report on Form 10-Q contains "forward-looking statements" within the meaning of the Private
Securities Litigation Reform Act of 1995. Forward-looking statements reflect Edison International's and SCE's current
expectations and projections about future events based on Edison International's and SCE's knowledge of present facts
and circumstances and assumptions about future events and include any statement that does not directly relate to a
historical or current fact. Other information distributed by Edison International and SCE that is incorporated in this
report, or that refers to or incorporates this report, may also contain forward-looking statements. In this report and
elsewhere, the words "expects," "believes," "anticipates," "estimates," "projects," "intends," "plans," "probable,"
"may," "will," "could," "would," "should," and variations of such words and similar expressions, or discussions of
strategy or of plans, are intended to identify forward-looking statements. Such statements necessarily involve risks and
uncertainties that could cause actual results to differ materially from those anticipated. Some of the risks, uncertainties
and other important factors that could cause results to differ from those currently expected, or that otherwise could
impact Edison International and SCE, include, but are not limited to the:

•ability of SCE to recover its costs in a timely manner from its customers through regulated rates, including regulatory
assets related to San Onofre;

•
decisions and other actions by the CPUC, the FERC, the NRC and other regulatory authorities, including the
determinations of authorized rates of return or return on equity, outcome of San Onofre CPUC proceedings and delays
in regulatory actions;
•ability of Edison International or SCE to borrow funds and access the capital markets on reasonable terms;

•

risks associated with cost allocation, including the potential movement of costs to bundled customers, caused by the
ability of cities, counties and certain other public agencies to generate and/or purchase electricity for their local
residents and businesses, along with other possible customer bypass or departure due to technological advancements
in the generation, storage, transmission, distribution and use of electricity, and supported by public policy,
government regulations and incentives;

•

risks inherent in the construction of transmission and distribution infrastructure replacement and expansion projects,
including those related to project site identification, public opposition, environmental mitigation, construction,
permitting, power curtailment costs (payments due under power contracts in the event there is insufficient
transmission to enable acceptance of power delivery), and governmental approvals;

•risks associated with the operation of transmission and distribution assets and power generating facilities including
public safety issues, failure, availability, efficiency, and output of equipment and availability and cost of spare parts;
•risks associated with the retirement and decommissioning of nuclear generating facilities;

•physical security of Edison International's and SCE's critical assets and personnel and the cybersecurity of Edison
International's and SCE's critical information technology systems for grid control, and business and customer data;

•ability of Edison International to develop its Competitive Businesses, manage new business risks, and recover and
earn a return on its investment in newly developed or acquired businesses;

•cost and availability of electricity, including the ability to procure sufficient resources to meet expected customer
needs in the event of power plant outages or significant counterparty defaults under power-purchase agreements;

•environmental laws and regulations, at both the state and federal levels, or changes in the application of those laws,
that could require additional expenditures or otherwise affect the cost and manner of doing business;
•changes in the fair value of investments and other assets;

•changes in interest rates and rates of inflation, including escalation rates, which may be adjusted by public utility
regulators;

•
governmental, statutory, regulatory or administrative changes or initiatives affecting the electricity industry, including
the market structure rules applicable to each market adopted by the NERC, CAISO, WECC and similar regulatory
bodies in adjoining regions;
•
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availability and creditworthiness of counterparties and the resulting effects on liquidity in the power and fuel markets
and/or the ability of counterparties to pay amounts owed in excess of collateral provided in support of their
obligations;

1
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•cost and availability of labor, equipment and materials;

•
ability to obtain sufficient insurance, including insurance relating to SCE's nuclear facilities and wildfire-related
liability, and to recover the costs of such insurance or in the absence of insurance the ability to recover uninsured
losses;
•potential for penalties or disallowance for non-compliance with applicable laws and regulations;

•
cost of fuel for generating facilities and related transportation, which could be impacted by, among other things,
disruption of natural gas storage facilities, to the extent not recovered through regulated rate cost escalation provisions
or balancing accounts;

•disruption of natural gas supply due to unavailability of storage facilities, which could lead to electricity service
interruptions; and
•weather conditions and natural disasters.
Additional information about risks and uncertainties, including more detail about the factors described in this report, is
contained throughout this MD&A and in Edison International's and SCE's combined 2015 Form 10-K, including the
"Risk Factors" section. Readers are urged to read this entire report, including the information incorporated by
reference, as well as the 2015 Form 10-K, and carefully consider the risks, uncertainties and other factors that affect
Edison International's and SCE's businesses. Forward-looking statements speak only as of the date they are made and
neither Edison International nor SCE are obligated to publicly update or revise forward-looking statements. Readers
should review future reports filed by Edison International and SCE with the SEC. Additionally, Edison International
and SCE provide direct links to SCE's regulatory filings with the CPUC and the FERC in open proceedings most
important to investors at www.edisoninvestor.com (SCE Regulatory Highlights) so that such filings are available to all
investors upon SCE filing with the relevant agency.
The MD&A for the nine months ended September 30, 2016 discusses material changes in the consolidated financial
condition, results of operations and other developments of Edison International and SCE since December 31, 2015,
and as compared to the nine months ended September 30, 2015. This discussion presumes that the reader has read or
has access to Edison International's and SCE's MD&A for the calendar year 2015 (the "year-ended 2015 MD&A"),
which was included in the 2015 Form 10-K.
Except when otherwise stated, references to each of Edison International, SCE, EMG, Edison Energy Group, EME or
Edison Capital mean each such company with its subsidiaries on a consolidated basis. References to "Edison
International Parent and Other" mean Edison International Parent and its consolidated competitive subsidiaries.

2
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
MANAGEMENT OVERVIEW
Highlights of Operating Results
Edison International is the parent holding company of SCE. SCE is a public utility primarily engaged in the business
of supplying and delivering electricity to an approximately 50,000 square mile area of southern California. Edison
International is also the parent company of subsidiaries that are engaged in competitive businesses focused on
providing energy solutions to commercial and industrial customers, including distributed energy resources, engaging
in transmission opportunities, and exploring distributed water treatment and recycling (the "Competitive Businesses").
Such business activities are currently not material to report as a separate business segment. References to Edison
International refer to the consolidated group of Edison International and its subsidiaries. References to Edison
International Parent and Other refer to Edison International Parent and its competitive subsidiaries. Unless otherwise
described, all of the information contained in this report relates to both filers.

Three months
ended
September 30,

Nine months
ended September
30,

(in millions) 2016 2015 Change 2016 2015 Change
Net income (loss) attributable to Edison
International
Continuing operations
SCE $435 $389 $ 46 $1,037 $1,079 $ (42 )
Edison International Parent and Other (16 ) (11 ) (5 ) (71 ) (23 ) (48 )
Discontinued operations — 43 (43 ) (1 ) 43 (44 )
Edison International 419 421 (2 ) 965 1,099 (134 )
Less: Non-core items
     SCE — — — — — —
     Edison International Parent and Other — 1 (1 ) 5 7 (2 )
     Discontinued operations — 43 (43 ) (1 ) 43 (44 )
Total non-core items —
Acquisition of assets through capital lease $41,339 $—

See accompanying notes to the unaudited consolidated financial statements.

4
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IZEA, Inc.
Notes to the Unaudited Consolidated Financial Statements

NOTE 1.    SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Unaudited Interim Financial Information
The accompanying consolidated balance sheet as of June 30, 2014, the consolidated statements of operations for the
three and six months ended June 30, 2014 and 2013, the consolidated statement of stockholders' deficit for the six
months ended June 30, 2014 and the consolidated statements of cash flows for the six months ended June 30, 2014
and 2013 are unaudited but include all adjustments that are, in the opinion of management, necessary for a fair
presentation of our financial position at such dates and our results of operations and cash flows for the periods then
ended in conformity with U.S. generally accepted accounting principles (“U.S. GAAP”). The consolidated balance sheet
as of December 31, 2013 has been derived from the audited consolidated financial statements at that date but, in
accordance with the rules and regulations of the Securities and Exchange Commission ("SEC"), does not include all of
the information and notes required by U.S. GAAP for complete financial statements. Operating results for the six
months ended June 30, 2014 are not necessarily indicative of results that may be expected for the entire fiscal year.
These unaudited consolidated financial statements should be read in conjunction with the consolidated financial
statements and notes thereto for the fiscal year ended December 31, 2013 included in the Company's Annual Report
on Form 10-K filed with the SEC on March 25, 2014.

Nature of Business
IZEA, Inc. (the "Company"), was founded in February 2006 under the name PayPerPost, Inc. and became a public
company incorporated in the state of Nevada in May 2011. The Company is headquartered in Winter Park, Florida
with offices in Chicago and Los Angeles and a sales presence in New York, London and Detroit.

The Company is a leader and pioneer in the social sponsorship space, creating the first social sponsorship marketplace
in 2006 with the launch of PayPerPost.com. Social sponsorship is when a company compensates a social media
publisher or influencer such as a blogger or tweeter ("creators") to share sponsored content with their social network
audience. This sponsored content is shared within the body of a content stream, a practice known as “native
advertising.” The Company generates its revenue primarily through the sale of sponsorship campaigns to its
advertisers. The Company fulfills these campaigns through its platforms by utilizing its network of creators to
complete sponsorship opportunities for its advertisers. The Company also generates revenue from the posting of
targeted display advertising and from various service fees.

The Company currently operates multiple online properties including SocialSpark.com and SponsoredTweets.com. In
March 2014, the Company launched The IZEA Exchange (IZEAx), a social sponsorship platform designed to replace
its older platforms with current technology and provide the infrastructure necessary to support a larger and more
diverse social sponsorship ecosystem. IZEAx is designed to provide a unified ecosystem that enables the creation of
multiple types of content including blog posts, status updates, videos and photos through a wide variety of social
channels including blogs, Twitter, Facebook, Instagram, Tumblr and LinkedIn, among others. The Company is in the
process of sunsetting all of its older platforms by the end of 2014 and moving all of its transactions to IZEAx.

Principles of Consolidation
The consolidated financial statements include the accounts of IZEA, Inc. and its wholly-owned subsidiary, IZEA
Innovations, Inc. (together, the "Company"). All significant intercompany balances and transactions have been
eliminated in consolidation.

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Company considers all highly liquid debt instruments purchased with
a maturity of three months or less to be cash equivalents.
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Accounts Receivable and Concentration of Credit Risk
Accounts receivable are customer obligations due under normal trade terms. Uncollectibility of accounts receivable is
not significant since most customers are bound by contract and are required to fund the Company for all the costs of
an “opportunity,” defined as an order created by an advertiser for a creator to write about the advertiser’s product. If a
portion of the account balance is deemed uncollectible, the Company will either write-off the amount owed or provide
a reserve based on the uncollectible portion of the account. Management determines the collectibility of accounts by
regularly evaluating individual customer receivables and considering a customer’s financial condition, credit history
and current economic conditions. The Company does not have a reserve for doubtful accounts as of June 30, 2014 and
December 31, 2013. Management believes that this estimate is reasonable, but there can be no assurance that the
estimate will not change as a result of a change in economic conditions or business conditions within the industry, the
individual customers or the Company. Any adjustments to this account are reflected in the consolidated statements of
operations as a general and administrative expense. Bad debt expense was less than 1% of revenue for the six months
ended June 30, 2014 and 2013.

5
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IZEA, Inc.
Notes to the Unaudited Consolidated Financial Statements

Concentrations of credit risk with respect to accounts receivable are typically limited because a large number of
geographically diverse customers make up the Company’s customer base, thus spreading the trade credit risk. The
Company also controls credit risk through credit approvals, credit limits and monitoring procedures. The Company
performs credit evaluations of its customers but generally does not require collateral to support accounts receivable.
At June 30, 2014, two customers accounted for 29% of total accounts receivable in the aggregate, each of which
accounted for more than 10% of the Company’s accounts receivable. At December 31, 2013, the Company had two
customers which accounted for 23% of total accounts receivable in the aggregate. The Company had one customer
that accounted for 12% of its revenue during the three months ended June 30, 2014 and two customers that accounted
for 32% of its revenue during the three months ended June 30, 2013. The Company had one customer that accounted
for 12% of its revenue during the six months ended June 30, 2014 and one customer that accounted for 12% of its
revenue during the six months ended June 30, 2013.

Property and Equipment
Depreciation and amortization is computed using the straight-line method and half-year convention over the estimated
useful lives of the assets as follows:
Computer Equipment 3 years
Office Equipment 3 - 10 years
Furniture and fixtures 5 - 10 years
Leasehold improvements 5 years

Major additions and improvements are capitalized, while replacements, maintenance and repairs, which do not
improve or extend the life of the respective assets, are expensed as incurred. When assets are retired or otherwise
disposed of, related costs and accumulated depreciation and amortization are removed and any gain or loss is
recognized in net income or loss.

Software Development Costs
Throughout 2013 and 2014, the Company developed a new web-based advertising exchange platform called the IZEA
Exchange (IZEAx). IZEAx is designed to provide a unified ecosystem that enables the creation of multiple types of
content including blog posts, status updates, videos and photos through a wide variety of social channels including
blogs, Twitter, Facebook, Instagram, Tumblr and LinkedIn, among others. This platform will be utilized both
internally and externally to facilitate native advertising campaigns on a greater scale. In accordance with ASC 350-40,
Internal Use Software and ASC 985-730, Computer Software Research and Development, research phase costs should
be expensed as incurred and development phase costs including direct materials and services, payroll and benefits and
interest costs may be capitalized. The Company capitalized $568,875 in payroll and benefit costs to software
development costs in the consolidated balance sheet as of June 30, 2014. The Company determined that on April 15,
2013, the project became technologically feasible and the development phase began. On March 17, 2014, the
Company launched a public beta of IZEA.com powered by IZEAx and began amortizing the costs over three years.
Accumulated amortization of software development costs as of June 30, 2014 was $47,406.

Revenue Recognition
The Company derives its revenue from three sources: revenue from an advertiser for the use of the Company's
network of social media content creators to fulfill advertiser sponsor requests for a blog post, tweet, click or action
("Sponsored Revenue"), revenue from the posting of targeted display advertising ("Media Revenue") and revenue
derived from various service fees charged to advertisers and creators ("Service Fee Revenue"). Sponsored revenue is
recognized and considered earned after an advertiser's opportunity is posted on the Company's online platform and
their request was completed and content listed, as applicable, by the Company's creators for a requisite period of time.
The requisite period ranges from 3 days for an action or tweet to 30 days for a blog. Advertisers may prepay for
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services by placing a deposit in their account with the Company.  The deposits are typically paid by the advertiser via
check, wire transfer or credit card. Deposits are recorded as unearned revenue until earned as described above. Media
Revenue is recognized and considered earned when the Company's creators place targeted display advertising in
blogs. Service fees charged to advertisers are primarily related to inactivity fees for dormant accounts and fees for
additional services outside of sponsored revenue. Service fees charged to creators include upgrade account fees for
obtaining greater visibility to advertisers in advertiser searches in our platforms, early cash-out fees if a creator wishes
to take proceeds earned for services from their account when the account balance is below certain minimum balance
thresholds and inactivity fees for dormant accounts. Service fees are recognized immediately when the maintenance or
enhancement service is performed for an advertiser or creator. All of the Company's revenue is generated through the
rendering of services and is recognized under the general guidelines of SAB Topic 13 A.1 which states that revenue
will be recognized when it is realized or realizable and earned. The Company considers its revenue as generally
realized or realizable and earned once (i) persuasive evidence of an arrangement exists, (ii) services have been
rendered, (iii) the price to the advertiser or customer is fixed (required to be paid at a set amount that is not subject to
refund

6
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IZEA, Inc.
Notes to the Unaudited Consolidated Financial Statements

or adjustment) and determinable, and (iv) collectibility is reasonably assured. The Company records revenue on the
gross amount earned since it generally is the primary obligor in the arrangement, establishes the pricing and
determines the service specifications.

Advertising Costs
Advertising costs are charged to expense as they are incurred, including payments to contact creators to promote the
Company.  Advertising expense charged to operations for the three months ended June 30, 2014 and 2013 were
approximately $257,000 and $19,000, respectively. Advertising expense charged to operations for the six months
ended June 30, 2014 and 2013 were approximately $288,000 and $44,000, respectively. Advertising costs are
included in sales and marketing expense in the accompanying consolidated statements of operations.

Deferred Rent
The Company’s operating lease for its office facilities contains predetermined fixed increases of the base rental rate
during the lease term which was recognized as rental expense on a straight-line basis over the lease term which ends in
April 2019, but is renewable for one additional year until April 2020. The Company records the difference between
the amounts charged to operations and amounts payable under the lease as deferred rent in the accompanying
consolidated balance sheets.

Income Taxes
The Company has not recorded current income tax expense due to the generation of net operating losses. Deferred
income taxes are accounted for using the balance sheet approach which requires recognition of deferred tax assets and
liabilities for the expected future consequences of temporary differences between the financial reporting basis and the
tax basis of assets and liabilities. A valuation allowance is provided when it is more likely than not that a deferred tax
asset will not be realized.

The Company identifies and evaluates uncertain tax positions, if any, and recognizes the impact of uncertain tax
positions for which there is a less than more-likely-than-not probability of the position being upheld when reviewed
by the relevant taxing authority. Such positions are deemed to be unrecognized tax benefits and a corresponding
liability is established on the balance sheet. The Company has not recognized a liability for uncertain tax positions. If
there were an unrecognized tax benefit, the Company would recognize interest accrued related to unrecognized tax
benefits in interest expense and penalties in operating expenses. The Company’s tax years, subject to examination by
the Internal Revenue Service, generally remain open for three years from the date of filing.

Derivative Financial Instruments
Derivative financial instruments are defined as financial instruments or other contracts that contain a notional amount
and one or more underlying (e.g., interest rate, security price or other variable), require no initial net investment and
permit net settlement. Derivative financial instruments may be free-standing or embedded in other financial
instruments. Further, derivative financial instruments are initially, and subsequently, measured at fair value and
recorded as liabilities or, in rare instances, assets. The Company accounts for derivative instruments in accordance
with ASC 815, Derivatives and Hedging (“ASC 815”), which requires additional disclosures about the Company’s
objectives and strategies for using derivative instruments, how the derivative instruments and related hedged items are
accounted for, and how the derivative instruments and related hedging items affect the financial statements. The
Company does not use derivative instruments to hedge exposures to cash flow, market or foreign currency risk. Terms
of convertible debt and equity instruments are reviewed to determine whether or not they contain embedded derivative
instruments that are required under ASC 815 to be accounted for separately from the host contract, and recorded on
the balance sheet at fair value. The fair value of derivative liabilities, if any, is required to be revalued at each
reporting date, with corresponding changes in fair value recorded in current period operating results. Pursuant to ASC
815, an evaluation of specifically identified conditions is made to determine whether the fair value of warrants issued
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is required to be classified as equity or as a derivative liability.

The Company records a beneficial conversion feature (“BCF”) related to the issuance of convertible debt and equity
instruments that have conversion features at fixed rates that are in-the-money when issued, and the fair value of
warrants issued in connection with those instruments. The BCF for the convertible instruments is recognized and
measured by allocating a portion of the proceeds to warrants, based on their relative fair value, and as a reduction to
the carrying amount of the convertible instrument equal to the intrinsic value of the conversion feature. The discounts
recorded in connection with the BCF and warrant valuation are recognized (a) for convertible debt as interest expense
over the term of the debt, using the effective interest method or (b) for preferred stock as dividends at the time the
stock first becomes convertible.

Fair Value of Financial Instruments
The Company’s financial instruments are recorded at fair value. Fair value is defined as the exchange price that would
be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for
the asset or liability in an orderly transaction between market participants on the measurement date. The valuation
techniques are based on observable

7
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and unobservable inputs. Observable inputs reflect readily obtainable data from independent sources, while
unobservable inputs reflect certain market assumptions. There are three levels of inputs that may be used to measure
fair value:

•Level 1 – Valuation based on quoted market prices in active markets for identical assets and liabilities.
•Level 2 – Valuation based on quoted market prices for similar assets and liabilities in active markets.

•Level 3 – Valuation based on unobservable inputs that are supported by little or no market activity, therefore requiring
management’s best estimate of what market participants would use as fair value.
Fair value estimates discussed herein are based upon certain market assumptions and pertinent information available
to management. The Company does not have any Level 1 or 2 financial assets or liabilities. The Company’s Level 3
financial liabilities measured at fair value consisted of a warrant liability as of June 30, 2014 (see Note 3). Significant
unobservable inputs used in the fair value measurement of the warrants include the estimated term. Significant
increases (decreases) in the estimated remaining period to exercise would result in a significantly higher (lower) fair
value measurement. In developing our credit risk assumption used in the fair value of warrants, consideration was
made of publicly available bond rates and US Treasury Yields. However, since the Company does not have a formal
credit-standing, management estimated its standing among various reported levels and grades for use in the model.
During all periods, management estimated that the Company's standing was in the speculative to high-risk grades
(BB- to CCC in the Standard and Poor's Rating). A significant increase (decrease) in the risk-adjusted interest rate
could result in a significantly lower (higher) fair value measurement.

The respective carrying value of certain on-balance-sheet financial instruments approximated their fair values due to
the short-term nature of these instruments. These financial instruments include cash and cash equivalents, accounts
receivable, accounts payable and accrued expenses. Unless otherwise disclosed, the fair value of the Company’s capital
lease obligations approximate their carrying value based upon current rates available to the Company.

Stock-Based Compensation
Stock-based compensation cost related to stock options granted under the May 2011 Equity Incentive Plan and August
2011 B Equity Incentive Plan (together, the "2011 Equity Incentive Plans") (see Note 4) is measured at grant date,
based on the fair value of the award, and is recognized as an expense over the employee’s requisite service period.  The
Company estimates the fair value of each option award on the date of grant using a Black-Scholes option-pricing
model that uses the assumptions noted in the table below. The Company estimates the fair value of its common stock
using the closing stock price of its common stock as quoted in the OTCQB marketplace on the date of the
agreement.  The Company estimates the volatility of its common stock at the date of grant based on the volatility of
comparable peer companies that are publicly traded and have had a longer trading history than itself. The Company
determines the expected life based on historical experience with similar awards, giving consideration to the
contractual terms, vesting schedules and post-vesting forfeitures. The Company uses the risk-free interest rate on the
implied yield currently available on U.S. Treasury issues with an equivalent remaining term approximately equal to
the expected life of the award. The Company has never paid any cash dividends on its common stock and does not
anticipate paying any cash dividends in the foreseeable future. The Company used the following assumptions for
options granted under the 2011 Equity Incentive Plans during the three and six months ended June 30, 2014 and 2013:

Three Months Ended Six Months Ended

2011 Equity Incentive Plans Assumptions June 30,
2014

June 30,
2013

June 30,
2014

June 30,
2013

Expected term 5 years 6 years 5 years 9 years
Weighted average volatility 41.38% 51.84% 41.84% 52.45%
Weighted average risk free interest rate 1.66% 0.91% 1.64% 1.60%
Expected dividends — — — —
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The Company estimates forfeitures when recognizing compensation expense and this estimate of forfeitures is
adjusted over the requisite service period based on the extent to which actual forfeitures differ, or are expected to
differ, from such estimates.  Changes in estimated forfeitures are recognized through a cumulative catch-up
adjustment, which is recognized in the period of change, and also impact the amount of unamortized compensation
expense to be recognized in future periods.  Average expected forfeiture rates were 15.16% and 50.21% during the
three months ended June 30, 2014 and 2013, respectively. Average expected forfeiture rates were 14.99% and 50.21%
during the six months ended June 30, 2014 and 2013, respectively.

Non-Employee Stock-Based Compensation
The Company's accounting policy for equity instruments issued to consultants and vendors in exchange for goods and
services follows the provisions of ASC 505, “Equity-Based Payments to Non-Employees.”  The measurement date for
the fair value of the
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equity instruments issued is determined at the earlier of (i) the date at which a commitment for performance by the
consultant or vendor is reached or (ii) the date at which the consultant or vendor's performance is complete. The fair
value of equity instruments issued to consultants that vest immediately is expensed when issued. The fair value of
equity instruments issued to consultants that have future vesting and are subject to forfeiture if performance does not
occur is recognized as expense over the vesting period. Fair values for the unvested portion of issued instruments are
adjusted each reporting period. The change in fair value is recorded to additional paid-in capital. Stock-based
compensation related to non-employees is accounted for based on the fair value of the related stock or the fair value of
the services, whichever is more readily determinable.

Segment Information
The Company does not identify separate operating segments for management reporting purposes. The results of
operations are the basis on which management evaluates operations and makes business decisions.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America 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 revenues and expenses during the reporting period. Actual results could differ from those estimates.

Recent Accounting Pronouncements
There are several new accounting pronouncements issued by the Financial Accounting Standards Board ("FASB")
which are not yet effective.  Management does not believe any of these accounting pronouncements will have a
material impact on the Company's financial position or operating results.

In May 2014, the FASB issued Accounting Standards Update No. 2014-09, Revenue from Contracts with Customers
(ASU 2014-09), which supersedes nearly all existing revenue recognition guidance under U.S. GAAP. The core
principle of ASU 2014-09 is to recognize revenues when promised goods or services are transferred to customers in an
amount that reflects the consideration to which an entity expects to be entitled for those goods or services. ASU
2014-09 defines a five step process to achieve this core principle and, in doing so, more judgment and estimates may
be required within the revenue recognition
process than are required under existing U.S. GAAP.

The standard is effective for annual periods beginning after December 15, 2016, and interim periods therein, using
either of the following transition methods: (i) a full retrospective approach reflecting the application of the standard in
each prior reporting period with the option to elect certain practical expedients, or (ii) a retrospective approach with
the cumulative effect of initially adopting ASU 2014-09 recognized at the date of adoption (which includes additional
footnote disclosures). The Company is currently evaluating the impact of the adoption of ASU 2014-09 on its
consolidated financial statements and has not yet determined the method by which it will adopt the standard in 2017.

Reclassifications
Certain items have been reclassified in the 2013 financial statements to conform to the 2014 presentation.

NOTE 2.    NOTES PAYABLE

Convertible Notes Payable
$550,000 Note Payable:
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On February 3, 2012, the Company issued a senior secured promissory note in the principal amount of $550,000 less
an original issuance discount (OID) of $50,000. The holders were permitted to convert the outstanding principal
amount of the note at a conversion price of 90% of the closing price of the Company's common stock. Upon initial
recording of the note, the Company determined that the embedded conversion option (ECO) required bifurcation from
the host instrument and classification as a liability at fair value. The initial fair value of the ECO of $12,151 was
subsequently remeasured at fair value each reporting period. The OID was subject to amortization, through charges to
interest expense, over the term to maturity or conversion using the effective interest method.

From October 2012 through December 2012, the holders of this promissory note converted $437,850 of note value
into 2,069,439 shares of common stock at an average conversion rate of $.21 per share. On February 4, 2013, the
Company satisfied all of its remaining obligations under this note when the noteholders converted the final balance
owed of $112,150 into 773,983 shares of common stock at an average conversion rate of $.145 per share.

9
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$75,000 Notes Payable:
On May 4, 2012, the Company issued an unsecured 30-day promissory note to two of its existing shareholders in the
principal amount of $75,000. In June 2012, the note was extended until December 4, 2012 and the parties agreed that
the noteholders could convert the note at any time on or before the maturity date into shares of common stock at a
conversion price equal to the lower of (i) $5.00 per share or (ii) 90% of the then market price based on a volume
weighted average price per share of the Company's common stock for the ten trading days prior to the conversion
date. Upon initial recording of the note, the Company determined that the embedded conversion option (ECO)
required bifurcation from the host instrument and classification as a liability at fair value. The initial fair value of the
ECO of $15,625 was subsequently remeasured at fair value each reporting period. The note bore interest at a rate of
8% per annum. The noteholders did not elect to convert this note and the Company was not able to pay the balance
owed upon its maturity on December 4, 2012. Therefore, the conversion feature expired and the note was in default
bearing interest at the default rate of 18% per annum. On August 15, 2013, the Company satisfied all of its remaining
obligations under this note when the noteholders converted the $75,000 in principal, plus $12,366 of accrued interest,
into 349,464 shares of common stock and a like number of warrants on the same terms and conditions as other
investors in its 2013 Private Placement discussed in Note 4.

Bridge Bank Credit Agreement
On March 1, 2013, the Company entered into a secured credit facility agreement with Bridge Bank, N.A. of San Jose,
California. Pursuant to this agreement, the Company may submit requests for funding up to 80% of its eligible
accounts receivable up to a maximum total outstanding advanced amount of $1.5 million. This agreement is secured
by the Company's accounts receivable and substantially all of the Company's other assets. The agreement renews
annually and requires the Company to pay an annual facility fee of $5,000 (0.5% of the credit facility) and an annual
due diligence fee of $1,000. Interest accrues on the advances at the prime rate plus 2% per annum. The default rate of
interest is prime plus 7%. As of June 30, 2014, the Company had no advances outstanding under this agreement. The
Company incurred $38,801 in costs related to this loan acquisition including the fair value of warrants issued of
$7,209. These costs have been capitalized in the Company's consolidated balance sheet as deferred finance costs and
are being amortized to interest expense over one year.

Brian Brady Promissory Notes
On April 11, 2013 and May 22, 2013, the Company entered into unsecured loan agreements with Brian W. Brady, a
Director of the Company. Pursuant to these agreements, the Company received short-term loans totaling $750,000 due
on May 31, 2013. The notes bore interest at 7% per annum with a default rate of interest at 12% based on a 360-day
year. On May 31, 2013, the Company signed an extension and conversion agreement that extended the maturity date
to August 31, 2013. Additionally, the parties agreed to allow these notes and all accrued interest thereon to be
converted into equity upon closing of the next private placement on the same terms and conditions that will be
applicable to other investors in the private placement. In consideration for the extension and conversion agreement,
the Company issued Mr. Brady a warrant to purchase 1,000,000 shares of the Company's common stock at $0.25 per
share for a period of 5 years. The Company also agreed that upon the first closing of its next private placement it
would issue Mr. Brady an additional warrant to purchase 3,187,500 shares of the Company's common stock at $0.25
per share for a period of five years and 1,687,500 restricted stock to be issued upon the earlier of two years after the
closing or completion of a transaction resulting in a change of control of the Company. The Company accounted for
the extension and conversion agreement associated with these loans as a substantial modification on May 31, 2013
(see Note 3 under Convertible Notes-Carried at Fair Value).

On June 7, 2013 and June 14, 2013, the Company entered into additional unsecured loan agreements with Mr. Brady.
Pursuant to these agreements, the Company received short-term loans totaling $170,000 due on August 31, 2013. The
notes bore interest at 7% per annum with a default rate of interest at 12% based on a 360-day year.
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On August 15, 2013, Mr. Brady converted the total principal and accrued interest on the above notes into shares of
common stock on the same terms and conditions as were applicable to the other investors in the 2013 Private
Placement discussed in Note 4.

During the three and six months ended June 30, 2013, interest expense on all the notes amounted to $9,275 and
$18,399, respectively. Direct finance costs allocated to the embedded derivatives were expensed in full upon issuance
of the notes. Direct finance costs allocated to the notes are subject to amortization, through charges to interest
expense, using the effective interest method. During the three months ended June 30, 2014 and 2013, interest expense
related to the amortization of finance costs amounted to $1,375 and $7,826, respectively. During the six months ended
June 30, 2014 and 2013, interest expense related to the amortization of finance costs amounted to $7,217 and $12,311,
respectively.
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NOTE 3.    DERIVATIVE FINANCIAL INSTRUMENTS

The Company evaluates its convertible debt, warrants or other contracts to determine if those contracts or embedded
components of those contracts qualify as derivatives to be separately accounted for in accordance with paragraph
810-10-05-4 of the FASB Accounting Standards Codification and paragraph 815-40-25 of the FASB Accounting
Standards Codification. The result of this accounting treatment is that the fair value of the embedded derivative is
marked-to-market each balance sheet date and recorded as a liability. In the event that the fair value is recorded as a
liability, the change in fair value is recorded in the Statement of Operations as other income or expense. Upon
registration, conversion or exercise, as applicable, of a derivative instrument, the instrument is marked to fair value at
the conversion date and then that fair value is reclassified to equity.

The classification of derivative instruments, including whether such instruments should be recorded as liabilities or as
equity, is re-assessed at the end of each reporting period. Equity instruments that are initially classified as equity that
become subject to reclassification are reclassified to liability at the fair value of the instrument on the reclassification
date. Derivative instrument liabilities will be classified in the balance sheet as current or non-current based on whether
or not net-cash settlement of the derivative instrument is expected within 12 months after the balance sheet date.

Warrant Liability
2014 Activity:
On February 21, 2014, the Company issued five-year warrants to purchase 17,142,864 shares of the Company's
common stock at an exercise price of $0.35 per share and five-year warrants to purchase 17,142,864 shares of the
Company's common stock at an exercise price of $0.50 per share pursuant to the terms of the Securities Purchase
Agreements entered into in connection with its 2014 Private Placement (see Note 4 for further details). As part of the
transaction, the Company also issued a five-year warrant to purchase up to 750,511 shares of the Company's common
stock at an exercise price of $0.35 per share and a five-year warrant to purchase up to 750,511 shares of the Company'
common stock at an exercise price of $0.50 per share to the placement agent.
The Company determined that these warrants require classification as a liability due to certain registration rights and
listing requirements that required the Company to file a registration statement with the SEC for purposes of registering
the resale of the shares underlying these warrants. Failure to register the shares could result in penalties and the
triggering of certain cashless exercise provisions in the warrants. The warrants also require classification as a liability
due to provisions for potential exercise price adjustments. The Company determined that the fair value of these
warrants on their issuance date on February 21, 2014 was $12,382,216. The fair value and outstanding derivative
warrant liability related to these warrant shares as of June 30, 2014 was $7,640,472. The Company filed a registration
statement on Form S-1 related to these shares on April 7, 2014, which was declared effective by the SEC on May 14,
2014.

2013 Activity:
In February 2013, pursuant to a private transaction with a warrant holder, the Company redeemed a warrant to
purchase 5,001 shares of common stock for the same number of shares without the Company receiving any further
cash consideration. The redemption was treated as an exchange wherein the difference between the fair value of the
newly issued common stock and the carrying value of the warrant received in the exchange was recognized as a loss
on exchange of warrants in the amount of $732 during the six months ended June 30, 2013.

From August 15, 2013 through September 23, 2013, the Company issued five-year warrants to purchase 7,118,236
shares of its common stock at an exercise price of $0.25 per share and five-year warrants to purchase 7,118,236 shares
of its common stock at an exercise price of $0.50 per share pursuant to the terms of the Securities Purchase
Agreements entered into in connection with its 2013 Private Placement (see Note 4 for further details). The Company
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determined that these warrants require classification as a liability due to certain registration rights in the agreements
that required the Company to file a registration statement with the SEC for purposes of registering the resale of the
shares underlying these warrants. The Company determined that the fair value of these warrants on their issuance date
was $2,344,899. The fair value and outstanding derivative warrant liability related to these warrant shares as of
June 30, 2014 was $3,194,418. The Company filed a registration statement on Form S-1 on October 16, 2013, which
was declared effective by the SEC on November 8, 2013 for the registration of 174,732 of these warrant shares. The
Company filed a registration statement on Form S-1 related to the remaining warrant shares on July 17, 2014, which
was declared effective by the SEC on July 29, 2014. As a result of the registration, the fair value of these warrants will
be remeasured, with the resulting fair value reclassified to equity in July 2014.
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2012 Activity:
The Company determined that 110,000 warrant shares issued in its September 2012 public offering still require
classification as a liability due to certain registration rights and listing requirements in the agreements. The fair value
and outstanding derivative warrant liability related to these warrant shares as of June 30, 2014 was $5,060.

2011 Activity:
The Company determined that 13,554 warrant shares remaining from its May 2011 Offering and 250 warrant shares
issued in July 2011 for a customer list acquisition still require classification as a liability due to certain registration
rights and listing requirements in the agreements. The fair value and outstanding derivative warrant liability related to
these warrant shares as of June 30, 2014 was $0.

During the three months ended June 30, 2014 and 2013, the Company recorded a gain of $3,239,610 and of $7,700,
respectively, due to the change in the fair value of its warrant liability. During the six months ended June 30, 2014 and
2013, the Company recorded a gain of $3,375,211 and of $220, respectively, due to the change in the fair value of its
warrant liability.

The following table summarizes the Company's activity and fair value calculations of its derivative warrants for the
six months ended June 30, 2014 and for the year ended December 31, 2013:

Linked Common
Shares to
Derivative Warrants

Warrant
Liability

Balance, December 31, 2012 128,350 $2,750
Issuance of warrants to investors in 2013 Private Placement 14,236,472 2,344,899
Exchange of warrants for common stock (4,546 ) —
Change in fair value of derivatives — (514,704 )
Balance, December 31, 2013 14,360,276 $1,832,945
Issuance of warrants to investors in 2014 Private Placement 35,786,750 12,382,216
Change in fair value of derivatives — (3,375,211 )
Balance, June 30, 2014 50,147,026 $10,839,950

The Company's warrants were valued on the applicable dates using a Binomial Lattice Option Valuation Technique
(“Binomial”). Significant inputs into this technique as of August 15, 2013 - September 23, 2013, December 31, 2013,
February 21, 2014 and June 30, 2014 are as follows:

Binomial Assumptions August 15, 2013 -
September 23, 2013

December 31,
2013

February 21,
2014

June 30,
2014

Fair market value of asset (1) $0.28-$0.37 $0.30 $0.58 $0.45
Exercise price $0.25-$0.50 $0.25-$1.25 $0.35-$0.50 $0.25-$1.25
Term (2) 5.0 years 3.7 years - 4.7 years 5.0 years 3.2 years - 4.7 years
Implied expected life (3) 5.0 years 3.7 years - 4.7 years 5.0 years 3.2 years - 4.7 years
Volatility range of inputs (4) 48.46%--81.72% 40.63%--78.73% 60% 39%--76%
Equivalent volatility (3) 56.57%--57.55% 55%--56% 60% 52%--54%
Risk-free interest rate range of
inputs (5) 0.04%--1.72% 0.38%--1.75% 1.56% 0.88%--1.62%

Equivalent risk-free interest rate (3) 0.56%--0.69% 0.78%--1.75% 1.56% 0.88%--1.62%
(1)  The fair market value of the asset was determined by using the Company's closing stock price as reflected in the
over-the-counter market.
(2)  The term is the contractual remaining term, allocated among twelve equal intervals for purposes of calculating
other inputs, such as volatility and risk-free rate.
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(3)  The implied expected life, and equivalent volatility and risk-free interest rate amounts are derived from the
binomial.
(4)  The Company does not have a market trading history upon which to base its forward-looking volatility.
Accordingly, the Company selected peer companies that provided a reasonable basis upon which to calculate volatility
for each of the intervals described in (2), above.
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(5)  The risk-free rates used for inputs represent the yields on zero coupon U.S. Government Securities with periods to
maturity consistent with the intervals described in (2), above.
Convertible Notes-Carried At Fair value
On May 31, 2013, the Company signed a loan extension and conversion agreement with Brian W. Brady, a director of
the Company, that extended the due date on its $750,000 notes payable to August 31, 2013 and added a conversion
feature in which the notes and all accrued interest thereon will be converted into equity upon the closing of the next
private placement on the same terms and conditions that will be applicable to other investors in the future financing.
In consideration for the extension and conversion agreement, the Company issued Mr. Brady a warrant to purchase
1,000,000 shares of the Company's common stock at $0.25 per share for a period of five years. The Company also
agreed that upon the first closing of its next private placement it would issue Mr. Brady an additional warrant to
purchase 3,187,500 shares of the Company's common stock at $0.25 per share for a period of five years and 1,687,500
restricted stock units which vest upon the earlier of two years after issuance or completion of a transaction resulting in
a change of control of the Company.

The Company concluded that since the modification resulted in the addition of a conversion feature, the notes no
longer met the definition of being indexed to the Company's own stock as provided in ASC 815 Derivatives and
Hedging. Accordingly, the modification of these loans on May 31, 2013 resulted in a change that required either
bifurcation of the embedded conversion feature or the Company could choose to record the entire fair value of the
convertible notes at fair value. According to the terms of the modification, the convertible notes are required to be
converted on the date the Company finalizes a future contemplated financing.  Rather than choosing to value the notes
based on the present value of their cash flows, it was assumed a market participant would likely consider the common
stock equivalent value to be more indicative of the fair value of the notes since they will be converted and not paid in
cash.  Therefore, management chose to record the promissory notes  at their fair value using a common stock
equivalent approach, with changes in fair value being reported as “Change in the fair value of derivatives and notes
payable carried at fair value, net” in the accompanying consolidated statements of operations. The $750,000
convertible notes payable was valued at $820,202 on May 31, 2013 and $1,163,555 on June 30, 2013 using a common
stock equivalent value as outlined in more detail below. This change in fair value resulted in an expense of $343,353
during the three and six months ended June 30, 2013. On August 15, 2013, Mr. Brady converted the total principal
and accrued interest on the above notes into shares of common stock on the same terms and conditions as were
applicable to the other investors in the 2013 Private Placement discussed in Note 4.

Compound Embedded Derivative
The Company concluded that the compound embedded derivative in its $550,000 senior secured promissory note
issued on February 3, 2012 and its $75,000 convertible promissory note as modified on June 6, 2012 (see Note 2)
required bifurcation and liability classification as derivative financial instruments because they were not considered
indexed to the Company's own stock as defined in ASC 815, Derivatives and Hedging. The noteholders did not elect
to convert the $75,000 convertible promissory note prior its maturity date on December 4, 2012. Therefore, the
conversion feature expired and no further derivative valuation is required. On February 4, 2013, the Company
satisfied all of its remaining obligations under its $550,000 senior secured promissory note when the noteholders
converted the final balance owed of $112,150 into 773,983 shares of common stock at an average conversion rate of
$.145 per share. The Company recorded the $12,461 value of the compound embedded derivative on the conversion
date as a charge to additional paid-in capital. As of February 4, 2013, all convertible notes in which the conversion
feature had been bifurcated and recorded at fair value, had been converted in full. The Company recorded expense
resulting from the change in the fair value of the compound embedded derivatives during the six months ended
June 30, 2013 in the amount of $644.

NOTE 4.    STOCKHOLDERS' DEFICIT
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Authorized Shares
On April 17, 2014, the Company filed a certificate of amendment to its articles of incorporation to increase the
number of authorized shares of its common stock from 100,000,000 shares to 200,000,000 shares. The amendment
was adopted by stockholders holding a majority of the Company's outstanding shares of common stock by written
consent on April 16, 2014.
The Company also has authorized 10,000,000 shares of preferred stock with a par value of $0.0001 per share, of
which no shares are outstanding as of June 30, 2014.

2014 Private Placement
On February 21, 2014, the Company completed a private placement pursuant to a Purchase Agreement dated as of
February 12, 2014, for the issuance and sale of 34,285,728 shares of its common stock, at a purchase price of $0.35
per share, for gross proceeds of approximately $12,000,000. As part of the private placement, the investors received
warrants to purchase up to 17,142,864 
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shares of the Company's common stock at an exercise price of $0.35 per share and warrants to purchase up to another
17,142,864 shares of the Company's common stock at an exercise price of $0.50 per share. The warrants will expire
on February 21, 2019, 5 years after the date on which they were issued.
The net proceeds of $10,945,632 from the private placement, following the payment of $1,054,373 in offering-related
expenses, are being used by the Company to focus on revenue growth through the acceleration of its sales and client
relations activities and marketing initiatives, establishment of strategic partnerships and continuation of technology
and engineering enhancements to its platforms, as well as to fund its working capital and capital expenditure
requirements. At the closing of the private placement, the Company paid Craig-Hallum Capital Partners LLC, the
exclusive placement agent for the private placement, cash compensation of $814,850 and two five-year warrants, one
warrant to purchase up to 750,511 shares of the Company's common stock at an exercise price of $0.35 per share and
another warrant to purchase up to 750,511 shares of the Company' common stock at an exercise price of $0.50 per
share.
The Company agreed, pursuant to the terms of a registration rights agreement with the investors, to (i) file a shelf
registration statement with respect to the resale of the shares of its common stock sold to the investors and shares of its
common stock issuable upon exercise of the warrants with the SEC within the sooner of 60 days after the closing date
or 10 business days after the Company filed its Annual Report on Form 10-K for the year ended December 31, 2013;
(ii) use its commercially reasonable best efforts to have the shelf registration statement declared effective by the SEC
as soon as possible after the initial filing, and in any event no later than 90 days after the closing date (or 120 days in
the event of a full review of the shelf registration statement by the SEC); and (iii) keep the shelf registration statement
effective until all registrable securities may be sold pursuant to Rule 144 under the Securities Act of 1933, without the
need for current public information or other restriction. If the Company is unable to comply with any of the above
covenants, it will be required to pay liquidated damages to the investors in the amount of 1% of the investors’ purchase
price per month until such non-compliance is cured, with such liquidated damages payable in cash. The Company
filed a registration statement on Form S-1 related to these shares on April 7, 2014, which was declared effective by the
SEC on May 14, 2014.
2013 Private Placement
In accordance with a Private Placement Memorandum and Securities Purchase Agreement, from August 15, 2013
through September 23, 2013, the Company raised $2,182,500 in cash through the sale of 8,730,000 shares of its
common stock at a price of $0.25 per share ("2013 Private Placement"). Additionally, the Company converted notes
payable and accrued interest thereon totaling $1,376,618 into 5,506,472 shares of its common stock at an effective
price of $0.25 per share. The Company also issued five-year warrants to purchase 7,118,236 shares of its common
stock at an exercise price of $0.25 per share and five-year warrants to purchase 7,118,236 shares of its common stock
at an exercise price of $0.50 per share. The net proceeds received from the 2013 Private Placement are being used for
general working capital purposes.

Pursuant to the terms of the Securities Purchase Agreements issued in the 2013 Private Placement, the Company filed
a registration statement on Form S-1 with the SEC on October 16, 2013, which was declared effective by the SEC on
November 8, 2013 for the registration of 8,730,000 shares of issued common stock and 174,732 shares underlying the
warrants. The Company registered the remaining shares underlying the warrants in July 2014 as discussed in Note 8.

Additional Warrant Transactions
During the six months ended June 30, 2013, pursuant to private transactions with warrant holders, the Company
redeemed warrants to purchase 5,001 shares of common stock for the same number of shares without the Company
receiving any further cash consideration. As a result of the exchange, the Company recognized a loss on the exchange
of the warrants in the amount $732 during the six months ended June 30, 2013.

On March 1, 2013, the Company entered into a $1.5 million secured credit facility agreement with Bridge Bank, N.A.
of San Jose, California. In connection with this agreement, the Company issued a warrant with an expiration date after
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5 years to purchase up to 58,139 shares of common stock for $15,000 ($.258 per share). This warrant met the
conditions for equity classification and the fair value of $7,209, as determined using a Binomial Lattice Option
Valuation Technique, was recorded in the Company's consolidated balance sheet as an increase in deferred finance
costs and additional paid-in capital.

Stock Options 
In May 2011, the Board of Directors adopted the 2011 Equity Incentive Plan of IZEA, Inc. (the “May 2011 Plan”). The
May 2011 Plan allows the Company to grant options as an incentive for its employees and consultants.  On April 16,
2014, upon consent from holders of a majority of the Company's outstanding voting capital stock, the Company
increased the number of shares of common stock available for issuance under the May 2011 Plan from 11,613,715 to
20,000,000 shares. As of June 30, 2014, the Company had 11,002,576 shares of common stock available for future
grants under the May 2011 Plan.
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On August 22, 2011, the Company adopted the 2011 B Equity Incentive Plan (the “August 2011 Plan”) reserving for
issuance an aggregate of 87,500 shares of common stock under the August 2011 Plan. As of June 30, 2014, the
Company had no shares of common stock available for future grants under the August 2011 Plan.

Under both the May 2011 Plan and the August 2011 Plan (together, the "2011 Equity Incentive Plans"), the Board of
Directors determines the exercise price to be paid for the shares, the period within which each option may be
exercised, and the terms and conditions of each option. The exercise price of the incentive and non-qualified stock
options may not be less than 100% of the fair market value per share of the Company’s common stock on the grant
date. If an individual owns stock representing more than 10% of the outstanding shares, the price of each share of an
incentive stock option must be equal to or exceed 110% of fair market value. Unless otherwise determined by the
Board of Directors at the time of grant, the right to purchase shares covered by any options under the 2011 Equity
Incentive Plans typically vest over the requisite service period as follows: 25% of options shall vest one year from the
date of grant and the remaining options shall vest monthly, in equal increments over the following three years. The
term of the options is up to ten years. The Company issues new shares to the optionee for any stock awards or options
exercised pursuant to its equity incentive plans.

A summary of option activity under the 2011 Equity Incentive Plans for the six months ended June 30, 2014 and the
year ended December 31, 2013 is presented below:

Options Outstanding Common
Shares

Weighted
Average
Exercise Price

Weighted Average
Remaining Life
(Years)

Outstanding at December 31, 2012 391,977 $5.87 4.3
Granted 8,620,062 0.26
Exercised — —
Forfeited (1,261,561 ) 0.49
Outstanding at December 31, 2013 7,750,478 $0.51 8.1
Granted 1,396,680 0.47
Exercised — —
Forfeited (63,468 ) 2.90
Outstanding at June 30, 2014 9,083,690 $0.50 7.3

Exercisable at June 30, 2014 3,044,467 $0.66 8.0

During the six months ended June 30, 2014 and 2013, no options were exercised. The outstanding options have an
aggregate intrinsic value of $0 as of June 30, 2014. There is no aggregate intrinsic value on the exercisable options as
of June 30, 2014 since the weighted average exercise price per share exceeded the fair value of $0.45 on such date.

A summary of the nonvested stock option activity under the 2011 Equity Incentive Plans for the six months ended
June 30, 2014 and the year ended December 31, 2013 is presented below:

Nonvested Options Common
Shares

Weighted
Average
Grant Date
Fair Value

Weighted
Average
Remaining Years
to Vest

Nonvested at December 31, 2012 308,627 $2.17 2.9
Granted 8,620,062 0.20
Vested (1,871,201 ) 0.36
Forfeited (1,248,125 ) 0.23
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Nonvested at December 31, 2013 5,809,363 $0.24 3.3
Granted 1,396,680 0.18
Vested (1,136,800 ) 0.24
Forfeited (30,020 ) 0.30
Nonvested at June 30, 2014 6,039,223 $0.23 3.3

Stock-based compensation cost related to stock options granted under the 2011 Equity Incentive Plans is measured at
grant date, based on the fair value of the award, and is recognized as an expense over the employee’s requisite service
period.  The Company
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estimates the fair value of each option award on the date of grant using a Black-Scholes option-pricing model that uses
the assumptions stated in Note 1. Total stock-based compensation expense recognized on awards outstanding during
the three months ended June 30, 2014 and 2013 was $131,412 and $128,914, respectively. Total stock-based
compensation expense recognized on awards outstanding during the six months ended June 30, 2014 and 2013 was
$246,750 and $168,374, respectively. Stock-based compensation expense is recorded as a general and administrative
expense in the Company's consolidated statements of operations. Future compensation related to nonvested awards
expected to vest of $1,281,688 is estimated to be recognized over the weighted-average vesting period of
approximately three years.

Employee Stock Purchase Plan
On April 16, 2014, stockholders holding a majority of the Company's outstanding shares of common stock, upon
previous recommendation and approval of the Board of Directors, adopted the IZEA, Inc. 2014 Employee Stock
Purchase Plan (the “ESPP”) and reserved 1,500,000 shares of the Company's common stock for issuance thereunder.
Any employee regularly employed by our company for 90 days or more on a full-time or part-time basis (20 hours or
more per week on a regular schedule) will be eligible to participate in the ESPP. The ESPP will operate in successive
six month offering periods commencing at the beginning of each fiscal year half. Each eligible employee who has
elected to participate may purchase up to 10% of their annual compensation in common stock not to exceed $21,250
annually or 20,000 shares per offering period. The purchase price will be the lower of (i) 85% of the fair market value
of a share of common stock on the first trading day of the offering period or (ii) 85% of the fair market value of a
share of common stock on the last trading day of the offering period. The ESPP will continue until January 1, 2024,
unless otherwise terminated by the Board. As of June 30, 2014, no shares have been issued under the ESPP.

Restricted Stock Issued for Services
On January 3, 2013, the Company issued 60,000 shares of restricted stock valued at $15,900 pursuant to a
twelve-month compensation arrangement with Mitchel J. Laskey for his service as a director and Chairman of the
Company's Board of Directors.

On January 3, 2013, the Company issued 20,000 shares of restricted stock valued at $4,820 in order to pay for a small
asset purchase.

Effective January 3, 2013, the Company entered into a twelve-month agreement to pay $4,000 per month beginning
January 2013 to a firm which would provide investor relations services. In accordance with the agreement, the
Company issued 100,000 shares of restricted common stock valued at $26,500 on January 15, 2013 and agreed to
issue an additional 100,000 restricted shares on or before July 15, 2013. This agreement was mutually terminated on
May 1, 2013 for no further cash consideration with the Company agreeing to issue the final installment of 100,000
shares of restricted common stock valued at $25,000 upon the termination of the agreement.

On May 16, 2013, the Company issued 30,000 shares of restricted common stock valued at $6,000 to settle an
outstanding balance with a vendor.

On September 30, 2013, the Company entered into an agreement pursuant to which it issued 823,090 shares of
restricted common stock, at an effective price of $0.35 per share, to settle a $288,081 balance owed for legal services.

Effective October 1, 2013, the Company entered into a six-month agreement to pay $5,000 per month to a firm which
would provide investor relations services. In accordance with the agreement, the Company also issued 50,000 shares
of restricted common stock valued at $19,000 on October 1, 2013, which is being amortized over the six month
service period. $9,500 of this value was recognized as general and administrative expense on the accompanying
consolidated statement of operations for the twelve months ended December 31, 2013 and during the six months
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ended June 30, 2014.

The Company issued 85,661 shares of restricted common stock valued at $25,000 to each Brian W. Brady and Dan R.
Rua for their service as directors of the Company during the twelve months ended December 31, 2013.

Effective January 1, 2014, the Company entered into a one year agreement to pay $7,500 per month and 100,000
shares of restricted stock per quarter to a firm to provide investor relations services. In accordance with the agreement,
the Company issued 100,000 shares of restricted common stock valued at $30,110 on January 1, 2014 and 100,000
shares of restricted common stock valued at $52,000 on April 1, 2014.

The following tables contain summarized information about nonvested restricted stock outstanding during the six
months ended June 30, 2014 and the year ended December 31, 2013:
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Restricted Stock Common Shares
Nonvested at December 31, 2012 48,582
Granted 1,354,412
Vested (1,402,994 )
Forfeited —
Nonvested at December 31, 2013 —
Granted 278,774
Vested (278,774 )
Forfeited —
Nonvested at June 30, 2014 —

Total stock-based compensation expense recognized for vested restricted stock awards during the six months ended
June 30, 2013 was $114,965, of which $12,805 is included in sales and marketing expense and $102,160 is included
in general and administrative expense. Total stock-based compensation expense recognized for vested restricted stock
awards during the six months ended June 30, 2014 was $129,110 and is included in general and administrative
expense in the consolidated statements of operations. The fair value of the services is based on the value of the
Company's common stock over the term of service.

NOTE 5.    EARNINGS PER COMMON SHARE

Basic earnings per share is computed by dividing the net income or loss by the weighted-average number of shares of
common stock outstanding during each period presented. Diluted earnings per share is computed by dividing the net
income or loss by the weighted-average number of shares of common stock outstanding plus the additional dilutive
securities that could be exercised or converted into common shares during each period presented less the amount of
shares that could be repurchased using the proceeds from the exercises.

Three Months Ended Six Months Ended
June 30,
2014

June 30,
2013

June 30,
2014

June 30,
2013

Net Income (Loss) $ 2,029,135 $ (893,470 ) $ 1,459,824 $ (1,777,300 )
Weighted average shares outstanding - basic 57,045,282 7,226,745 47,145,510 7,020,347
Basic income (loss) per share $ 0.04 $ (0.12 ) $ 0.03 $ (0.25 )

Net Income (Loss) $ 2,029,135 $ (893,470 ) $ 1,459,824 $ (1,777,300 )

Weighted average shares outstanding - basic 57,045,282 7,226,745 47,145,510 7,020,347
Potential shares from "in-the-money" options 8,645,105 — 8,315,105 —
Potential shares from "in-the-money" warrants 29,257,250 — 29,257,250 —
Potential shares from converted restricted stock
units 1,747,853 — 1,726,887 —

Less: Shares assumed repurchased under the
Treasury Stock Method (23,732,966 ) — (24,408,837 ) —

Weighted average shares outstanding - diluted 72,962,524 7,226,745 62,035,915 7,020,347

Diluted income (loss) per share $ 0.03 $ (0.12 ) $ 0.02 $ (0.25 )
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The Company excluded the following items from the above computation of diluted earnings per common share as
their effect would be anti-dilutive:
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Three Months Ended Six Months Ended
June 30,
2014

June 30,
2013

June 30,
2014

June 30,
2013

Stock options 438,585 2,439,940 768,585 2,439,940
Warrants 25,135,499 4,369,527 14,854,223 4,369,527
Restricted stock units — 94,394 — 94,394
Potential conversion of Series A convertible
preferred stock — 3,788 — 3,788

Potential conversion of promissory notes payable — 7,763,500 — 7,763,500
Total excluded shares 25,574,084 14,671,149 15,622,808 14,671,149

NOTE 6.    RELATED PARTY TRANSACTIONS

During the six months ended June 30, 2014, the Company incurred approximately $75,000 in legal fees payable to
Northwest Broadcasting, Inc. where Brian Brady, a director, is the President and Chief Executive Officer. The legal
fees are included as part of the offering related expenses in the 2014 Private Placement.

NOTE 7.    COMMITMENTS & CONTINGENCIES

From time to time, the Company may become involved in various lawsuits and legal proceedings that arise in the
ordinary course of business. Litigation is, however, subject to inherent uncertainties, and an adverse result in these or
other matters may harm the Company's business. Other than as described below, the Company is currently not aware
of any legal proceedings or claims that it believes would or could have, individually or in the aggregate, a material
adverse effect on its operations or financial position.

On October 17, 2012, Blue Calypso, Inc. filed a complaint against the Company in the U.S. District Court for the
Eastern District of Texas. Blue Calypso's complaint alleges that the Company infringes on their patents related to
peer-to-peer advertising between mobile communication devices and seeks unspecified damages. On July 19, 2013,
Blue Calypso’s case against the Company was consolidated, along with patent infringement cases against Yelp, Inc.
and Foursquare Labs, Inc., into Blue Calypso, Inc. v. Groupon, Inc. for all pretrial purposes, including discovery and
claim construction.

On December 16, 2013, the Patent Trial and Appeal Board's (PTAB) instituted a Covered Business Method Review
(CBMR) for three of the five patents Blue Calypso asserts in its case against IZEA. In its decisions granting the
CMBRs, the PTAB explained that several of Blue Calypso’s asserted patents are likely invalid. In particular, the PTAB
found it more likely than not that each of these three patents was invalid based on two independent grounds of
anticipation, and one ground of obviousness. Additionally, the PTAB preliminarily found it more likely than not that
many of the claims of one of Blue Calypso’s patents were invalid due to a lack of written description. On January 17,
2014, the PTAB expanded its review to all five of Blue Calypso's assert patents. The PTAB’s final decision regarding
the asserted patents is expected by the end of this year. On January 16, 2014, the court granted a joint motion to stay
Blue Calypso’s patent infringement case until the PTAB's review of Blue Calypso’s asserted patents is complete. At this
stage, the Company does not have an estimate of the likelihood or the amount of any potential exposure to it. The
Company believes that there is no merit to this suit and continues to vigorously defend itself against Blue Calypso's
allegations.
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NOTE 8.    SUBSEQUENT EVENTS

No material events have occurred since June 30, 2014 that require recognition or disclosure in the financial
statements, except as follows:

The Company filed a registration statement on Form S-1 related to the unregistered warrant shares issued in the 2013
Private Placement and other warrants issued during 2013 on July 17, 2014, which was declared effective by the SEC
on July 29, 2014. As a result of the registration, the fair value of its 2013 warrants as discussed in Note 3 will be
remeasured, with the resulting fair value reclassified to equity in July 2014.
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ITEM 2 – MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Special Note Regarding Forward-Looking Information

The following discussion and analysis is provided to increase the understanding of, and should be read in conjunction
with, our consolidated financial statements and related notes included elsewhere in this report. Historical results and
percentage relationships among any amounts in these financial statements are not necessarily indicative of trends in
operating results for any future period. This report contains “forward-looking statements.” The statements, which are not
historical facts contained in this report, including this Management's Discussion and Analysis of Financial Condition
and Results of Operations, and notes to our consolidated financial statements, particularly those that utilize
terminology such as “may” “will,” “should,” “expects,” “anticipates,” “estimates,” “believes,” or “plans” or comparable terminology
are forward-looking statements. Such statements are based on currently available operating, financial and competitive
information, and are subject to various risks and uncertainties. Future events and our actual results may differ
materially from the results reflected in these forward-looking statements. Factors that might cause such a difference
include, but are not limited to, our ability to raise additional funding, our ability to maintain and grow our business,
variability of operating results, our ability to maintain and enhance our brand, our development and introduction of
new products and services, marketing and other business development initiatives, competition in the industry, general
government regulation, economic conditions, dependence on key personnel, the ability to attract, hire and retain
personnel who possess the technical skills and experience necessary to meet the service requirements of our clients,
our ability to protect our intellectual property, the potential liability with respect to actions taken by our existing and
past employees, risks associated with international sales, and other risks described herein and in our other filings with
the SEC.

All forward-looking statements in this document are based on information currently available to us as of the date of
this report, and we assume no obligation to update any forward-looking statements.  Forward-looking statements
involve known and unknown risks, uncertainties and other factors that may cause the actual results to differ materially
from any future results, performance or achievements expressed or implied by such forward-looking statements.

Company History

IZEA, Inc. was founded in February 2006 under the name PayPerPost, Inc. and became a public company
incorporated in the state of Nevada in May 2011. We are headquartered in Winter Park, Florida with offices in
Chicago and Los Angeles and a sales presence in New York, London and Detroit.

Company Overview

IZEA is a leader and pioneer in the social sponsorship space.  We believe that we pioneered the concept of a
marketplace for sponsorships on the social web in 2006 with the launch of PayPerPost.com and have focused on
scaling our offerings ever since.
Social sponsorship is when a company compensates a social media publisher or influencer such as a blogger or
tweeter ("creators") to share sponsored content with their social network audience. This sponsored content is shared
within the body of a content stream, a practice known as “native advertising.” We generate our revenue primarily
through the sale of sponsorship campaigns to our advertisers. We fulfill these campaigns through our platforms by
utilizing our network of creators to complete sponsorship opportunities for its advertisers. We also generate revenue
from the posting of targeted display advertising and from various service fees.

We currently operate multiple online properties including SocialSpark.com and SponsoredTweets.com. In March
2014, we launched The IZEA Exchange (IZEAx), a social sponsorship platform designed to replace our older
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platforms with current technology and provide the infrastructure necessary to support a larger and more diverse social
sponsorship ecosystem. IZEAx is designed to provide a unified ecosystem that enables the creation of multiple types
of content including blog posts, status updates, videos and photos through a wide variety of social channels including
blogs, Twitter, Facebook, Instagram, Tumblr and LinkedIn, among others. We are in the process of sunsetting all of
our older platforms by the end of 2014 and moving all of our transactions to IZEAx.

Our platforms take the existing concepts of product placement and endorsements commonly found in movies,
television and radio and apply them to the social web. We democratize the sponsorship process, allowing everyone
from college students and stay at home moms to celebrities the opportunity to monetize their content, creativity and
influence in social media. We direct bloggers, tweeters and other types of social media content creators to share
information about
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companies, products, websites and events within their social media content streams. Advertisers benefit from buzz,
traffic, awareness and sales, and creators earn cash compensation in exchange for their posts.
Results of Operations for the Three Months Ended June 30, 2014 Compared to the Three Months Ended June 30, 2013

(unaudited)
Three Months Ended
June 30,
2014

June 30,
2013 $ Change % Change

Revenue $1,969,235 $1,715,273 $253,962 14.8  %
Cost of sales 656,656 770,901 (114,245 ) (14.8 )%
Gross profit 1,312,579 944,372 368,207 39.0  %
Operating expenses:
General and administrative 2,176,514 1,364,569 811,945 59.5  %
Sales and marketing 343,283 115,090 228,193 198.3  %
Total operating expenses 2,519,797 1,479,659 1,040,138 70.3  %
Loss from operations (1,207,218 ) (535,287 ) (671,931 ) (125.5 )%
Other income (expense):
Interest expense (6,051 ) (22,530 ) 16,479 (73.1 )%
Change in fair value of derivatives and notes
payable carried at fair value, net 3,239,610 (335,653 ) 3,575,263 (1,065.2 )%

Other income (expense), net 2,794 — 2,794 100.0  %
Total other income (expense) 3,236,353 (358,183 ) 3,594,536 1,003.5  %
Net income (loss) $2,029,135 $(893,470 ) $2,922,605 327.1  %

Non-GAAP Financial Measures

To supplement our consolidated financial statements presented in accordance with generally accepted accounting
principles in the United States ("U.S. GAAP"), we consider certain financial measures that are not prepared in
accordance with U.S. GAAP, including Operating EBITDA. These non-GAAP financial measures are not based on
any standardized methodology prescribed by GAAP. These non-GAAP financial measures should not be considered
in isolation from, or as a substitute for, financial information prepared in accordance with GAAP.

We believe that Operating EBITDA provides useful information to investors as it excludes transactions not related to
the core cash operating business activities including non-cash transactions. We believe that excluding these
transactions allows investors to meaningfully trend and analyze the performance of our core cash operations. All
companies do not calculate EBITDA in the same manner, and Operating EBITDA as presented by IZEA may not be
comparable to EBITDA presented by other companies. IZEA defines Operating EBITDA as earnings or loss before
interest, taxes, depreciation and amortization, non-cash stock related compensation, gain or loss on asset disposals or
impairment and all other income and expense items such as loss on exchanges and changes in fair value of derivatives,
if applicable.
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Reconciliation of Net Income (Loss) to Operating EBITDA: (unaudited)
Three Months Ended
June 30,
2014

June 30,
2013

Net income (loss) $ 2,029,135 $ (893,470 )
Non-cash stock-based compensation 131,412 128,914
Non-cash stock issued for payment of services 70,750 68,180
Change in the fair value of derivatives (3,239,610 ) 335,653
Gain on disposal of equipment (401 ) —
Interest expense 6,051 22,530
Depreciation 22,913 12,349
Amortization of software development costs and other assets 47,406 4,500
Operating EBITDA $ (932,344 ) $ (321,344 )

Revenues

We derive revenue from three sources: revenue from an advertiser for the use of our network of social media content
creators to fulfill advertiser sponsor requests for a blog post, tweet, click or action ("Sponsored Revenue"), revenue
from the posting of targeted display advertising ("Media Revenue") and revenue derived from various service fees
charged to advertisers and creators for services, maintenance and enhancement of their accounts ("Service Fee
Revenue").

Revenues for the three months ended June 30, 2014 increased by $253,962, or 14.8%, compared to the same period in
2013. The increase was attributable to a $169,000 increase in our Sponsored Revenue, a $30,000 decrease from Media
Revenue and a $115,000 increase in Service Fee Revenue. In the three months ended June 30, 2014, Sponsored
Revenue was 89%, Media Revenue was 3% and Service Fee Revenue was 8% of total revenue compared to
Sponsored Revenue of 91%, Media Revenue of 6% and Service Fee Revenue of 3% of total revenue in the three
months ended June 30, 2013. The increase in Sponsored Revenue income was primarily attributable to our
concentrated sales efforts toward larger IZEA managed campaigns rather than smaller advertiser self-service
campaigns and generating repeat business from existing customers. Service fees increased in the three months ended
June 30, 2014 due to more fees received from inactive self-service advertisers.

Our net bookings of $2.6 million for the three months ended June 30, 2014 were approximately 40% higher than the
net bookings of $1.8 million for the three months ended June 30, 2013. Net bookings is a measure of sales and
contracts minus any cancellations or refunds in a given period. Management uses net bookings as a leading indicator
of future revenue recognition as revenue is typically recognized within 90 days of booking. We experienced higher
bookings as a result of new customers, larger IZEA managed campaigns and an increase in repeat clients. These
bookings are expected to translate into higher revenue in 2014 as compared to 2013.

Cost of Sales and Gross Profit

Our cost of sales is comprised primarily of amounts paid to our social media content creators for fulfilling an
advertiser’s sponsor request for a blog post, tweet, click or action.

Cost of sales for the three months ended June 30, 2014 decreased by $114,245, or (14.8)%, compared to the same
period in 2013.   

Gross profit for the three months ended June 30, 2014 increased by $368,207, or 39.0%, compared to the same period
in 2013.  Additionally, our gross profit as a percentage of revenue increased by twelve percentage points from 55% for
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the three months ended June 30, 2013 to 67% for the same period in 2014. The gross profit increase during the three
months ended June 30, 2014 compared to 2013 is primarily attributable to an increase in larger advertisers using our
managed campaign services, where we manage all aspects of their sponsored social advertising, as compared to
smaller or self-service advertisers who manage their own campaigns using our platforms. Additionally, a larger
portion of revenue was derived from service fees during the three months ended June 30, 2014, which have little or no
cost associated with them.
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Operating Expenses

Operating expenses consist of general and administrative, and sales and marketing expenses.  Total operating
expenses for the three months ended June 30, 2014 increased by $1,040,138, or 70.3%, compared to the same period
in 2013. The increase was primarily attributable to higher personnel costs, professional fees and advertising costs.

General and administrative expenses consist primarily of payroll, general operating costs, public company costs,
facilities costs, insurance, depreciation, professional fees, and investor relations fees.  General and administrative
expenses for the three months ended June 30, 2014 increased by $811,945, or 59.5%, compared to the same period in
2013. The increase was primarily attributable to an increase in personnel costs of approximately $486,000 as a result
of the increase in the number of our personnel by nearly 90% and additional commissions paid to personnel for the
increase in customer bookings; a $111,000 increase in professional fees primarily for the continued development of
IZEA Exchange (IZEAx), our new web-based advertising exchange platform after its release; an increase in investor
relations expenses of approximately $51,000 due to the retainer of several investor relation firms to help further
promote our Company in the current year; a $32,000 increase in travel costs related to the launch tour of our new
platform and increase in outside personnel; a $30,000 increase in software and subscription costs as a result of
increased personnel and additional systems used to manage our growing business; and a $19,000 increase in rent for
our new facilities.

IZEAx will be utilized both internally and externally to facilitate native advertising campaigns on a greater scale. We
have filed a patent application covering important features of this platform which is currently pending approval. On
March 17, 2014, we launched a public beta of IZEA.com powered by IZEAx. Personnel costs and all the other
variable costs related to an increase in personnel are expected to increase throughout 2014 as we increase our sales
efforts and continue to develop and support our IZEAx. Rent expense is expected to increase over our 2013 levels,
because our rent for 2013 was lower than standard market rates pursuant to our one-year sublease. Additionally, with
our personnel growth, we are increasing the amount of office space that we are leasing in Winter Park, Florida in the
third quarter of 2014.

Sales and marketing expenses consist primarily of compensation for sales and marketing and related support
resources, sales commissions and trade show expenses. Sales and marketing expenses for the three months ended
June 30, 2014 increased by $228,193 or 198.3%, compared to the same period in 2013.   The increase was primarily
attributable to increased planned promotional expenses related to the launch of IZEAx and development of brand
recognition for IZEA.

Other Income (Expense)

Other income (expense) consists primarily of interest expense, a loss on exchange of warrants and debt and the change
in the fair value of derivatives and notes payable carried at fair value.

Interest expense during the three months ended June 30, 2014 decreased by $16,479 compared to the same period in
2013 primarily due to lower debt balances in 2014 after all debt was converted into equity pursuant to the terms of
their agreement or by separate agreement in our 2013 Private Placement.

During the current periods and in prior periods, we entered into financing transactions that gave rise to derivative
liabilities. These financial instruments are carried at fair value in our financial statements. Changes in the fair value of
derivative financial instruments are required to be recorded in other income (expense) in the period of change. We
recorded income of $3,239,610 and $7,700, resulting from the increase in the fair value of certain warrants during the
three months ended June 30, 2014 and 2013, respectively. Additionally, we recorded expense from the increase in fair
value of certain notes payable of during the three months ended June 30, 2013 in the amount of $343,353. The net
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effect of these changes in fair values resulted in income of $3,239,610 and expense of $335,653 during the three
months ended June 30, 2014 and 2013, respectively. We have no control over the amount of change in the fair value
of our derivative instruments as this is a factor based on fluctuating interest rates and stock prices and other market
conditions outside of our control. We have 50,147,026 warrants that are required to be fair valued each period. When
the price of our stock decreases, it causes the fair value of our warrant liability in our consolidated balance sheets to
decrease causing substantial income from the change in fair value in our consolidated statement of operations.
Alternatively, when the price of our stock increases, it causes the fair value of our warrant liability to increase causing
a substantial loss from the change in fair value.

Net Income (Loss)

Net income for the three months ended June 30, 2014 was $2,029,135, compared to a net loss of $893,470 for the
same period in 2013.  The increase in net income is primarily the result of the change in fair value of derivative
financial instruments as discussed above.
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Results of Operations for the Six Months Ended June 30, 2014 Compared to the Six Months Ended June 30, 2013 
(unaudited)
Six Months Ended
June 30,
2014

June 30,
2013 $ Change % Change

Revenue $3,926,275 $3,100,548 $825,727 26.6  %
Cost of sales 1,306,189 1,347,003 (40,814 ) (3.0 )%
Gross profit 2,620,086 1,753,545 866,541 49.4  %
Operating expenses:
General and administrative 4,020,654 2,939,161 1,081,493 36.8  %
Sales and marketing 504,150 209,259 294,891 140.9  %
Total operating expenses 4,524,804 3,148,420 1,376,384 43.7  %
Loss from operations (1,904,718 ) (1,394,875 ) (509,843 ) (36.6 )%
Other income (expense):
Interest expense (15,068 ) (37,996 ) 22,928 (60.3 )%
Loss on exchange of warrants and debt — (732 ) 732 (100.0 )%
Change in fair value of derivatives and notes
payable carried at fair value, net 3,375,211 (343,777 ) 3,718,988 (1,081.8 )%

Other income (expense), net 4,399 80 4,319 5,398.8  %
Total other income (expense) 3,364,542 (382,425 ) 3,746,967 979.8  %
Net income (loss) $1,459,824 $(1,777,300 ) $3,237,124 182.1  %

Reconciliation of Net Income (Loss) to Operating EBITDA: (unaudited)
Six Months Ended
June 30,
2014

June 30,
2013

Net income (loss) $ 1,459,824 $ (1,777,300 )
Non-cash stock-based compensation 246,750 168,374
Non-cash stock issued for payment of services 129,110 114,965
Change in the fair value of derivatives (3,375,211 ) 343,777
Loss on exchange of warrants — 732
Gain on disposal of equipment (401 ) —
Interest expense 15,068 37,996
Depreciation 40,780 24,928
Amortization of software development costs and other assets 47,406 9,000
Operating EBITDA $ (1,436,674 ) $ (1,077,528 )

Revenues

We derive revenue from three sources: revenue from an advertiser for the use of our network of social media content
creators to fulfill advertiser sponsor requests for a blog post, tweet, click or action ("Sponsored Revenue"), revenue
from the posting of targeted display advertising ("Media Revenue") and revenue derived from various service fees
charged to advertisers and creators for services, maintenance and enhancement of their accounts ("Service Fee
Revenue").

Revenues for the six months ended June 30, 2014 increased by $825,727, or 26.6%, compared to the same period in
2013. The increase was attributable to a $800,000 increase in our Sponsored Revenue, a $32,000 decrease from Media
Revenue and a $57,000 increase in Service Fee Revenue. In the six months ended June 30, 2014, Sponsored Revenue
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was 90%, Media Revenue was 4% and Service Fee Revenue was 6% of total revenue compared to Sponsored
Revenue of 88%, Media Revenue of 6% and Service Fee Revenue of 6% of total revenue in the six months ended
June 30, 2013. The increase in Sponsored
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Revenue income was primarily attributable to our concentrated sales efforts toward larger IZEA managed campaigns
rather than smaller advertiser self-service campaigns and generating repeat business from existing customers. Service
fees increased in the six months ended June 30, 2014 due to more fees received from inactive self-service advertisers.

Our net bookings of $4.3 million for the six months ended June 30, 2014 were approximately 24% higher than the net
bookings of $3.5 million for the six months ended June 30, 2013. Net bookings is a measure of sales and contracts
minus any cancellations or refunds in a given period. Management uses net bookings as a leading indicator of future
revenue recognition as revenue is typically recognized within 90 days of booking. We experienced higher bookings as
a result of new customers, larger IZEA managed campaigns and an increase in repeat clients. We experienced higher
bookings as a result of new customers, larger IZEA managed campaigns and an increase in repeat clients. These
bookings are expected to translate into higher revenue in 2014 as compared to 2013.

Cost of Sales and Gross Profit

Our cost of sales is comprised primarily of amounts paid to our social media content creators for fulfilling an
advertiser’s sponsor request for a blog post, tweet, click or action.

Cost of sales for the six months ended June 30, 2014 decreased by $40,814, or (3.0)%, compared to the same period in
2013.  

Gross profit for the six months ended June 30, 2014 increased by $866,541, or 49.4%, compared to the same period in
2013.  Additionally, our gross profit as a percentage of revenue increased by ten percentage points from 57% for the
six months ended June 30, 2013 to 67% for the same period in 2014. The gross profit increase during the six months
ended June 30, 2014 compared to 2013 is primarily attributable to an increase in larger advertisers using our managed
campaign services, where we manage all aspects of their sponsored social advertising, as compared to smaller or
self-service advertisers who manage their own campaigns using our platforms. Additionally, a larger portion of
revenue was derived from service fees during the six months ended June 30, 2014 which have little or no cost
associated with them.

Operating Expenses

Operating expenses consist of general and administrative, and sales and marketing expenses.  Total operating
expenses for the six months ended June 30, 2014 increased by $1,376,384, or 43.7%, compared to the same period in
2013. The increase was primarily attributable to higher personnel and related costs, stock compensation and investor
relations expenses, along with higher travel and promotional marketing expenses for our new platform.

General and administrative expenses consist primarily of payroll, general operating costs, public company costs,
facilities costs, insurance, depreciation, professional fees, and investor relations fees.  General and administrative
expenses for the six months ended June 30, 2014 increased by $1,081,493, or 36.8%, compared to the same period in
2013. The increase was primarily attributable to an increase in personnel costs of approximately $528,000 as a result
of the increase in the number of our personnel by nearly 90% and additional commissions paid to personnel for the
increase in customer bookings; an increase in investor relations expenses of approximately $114,000 due to the
retainer of several investor relation firms to help further promote our Company in the current year; a $100,000
increase in software and subscription costs as a result of increased personnel and additional systems used to manage
our growing business; a $87,000 increase in travel costs related to the launch tour of our new platform and increase in
outside personnel; an increase in non-cash stock compensation expense of approximately $78,000 due to several large
option grants in the third quarter of 2013 that are vesting in the current year; a $63,000 increase in professional fees
primarily for the continued development of IZEAx after its release; and a $34,000 increase in rent for our new
facilities.
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Sales and marketing expenses consist primarily of compensation for sales and marketing and related support
resources, sales commissions and trade show expenses. Sales and marketing expenses for the six months ended
June 30, 2014 increased by $294,891 or 140.9%, compared to the same period in 2013.   The increase was primarily
attributable to increased planned promotional expenses related to the launch of IZEAx and development of brand
recognition for IZEA.

Other Income (Expense)

Other income (expense) consists primarily of interest expense, a loss on exchange of warrants and debt and the change
in the fair value of derivatives and notes payable carried at fair value.
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Interest expense during the six months ended June 30, 2014 decreased by $22,928 compared to the same period in
2013 primarily due to lower debt balances in 2014 after all debt was converted into equity pursuant to the terms of
their agreement or by separate agreement in our August 2013 Private Placement.

During the six months ended June 30, 2013, we recognized a $732 loss on exchange when we redeemed certain
warrants to purchase an aggregate of 4,546 shares of common stock for the same number of shares of our common
stock without receiving any cash consideration for the exchange.

During the current periods and in prior periods, we entered into financing transactions that gave rise to derivative
liabilities. These financial instruments are carried at fair value in our financial statements. Changes in the fair value of
derivative financial instruments are required to be recorded in other income (expense) in the period of change. We
recorded income of $3,375,211 and $220, resulting from the increase in the fair value of certain warrants during the
six months ended June 30, 2014 and 2013, respectively. Additionally, we recorded a $343,353 expense from the
increase in fair value of certain notes payable and a $644 expense from the increase in fair value of compound
embedded derivatives during the six months ended June 30, 2013. The net effect of these changes in fair values
resulted in income of $3,375,211 and expense of $343,777 during the six months ended June 30, 2014 and 2013,
respectively. We have no control over the amount of change in the fair value of our derivative instruments as this is a
factor based on fluctuating interest rates and stock prices and other market conditions outside of our control. We have
50,147,026 warrants that are required to be fair valued each period. When the price of our stock decreases, it causes
the fair value of our warrant liability in our consolidated balance sheets to decrease causing substantial income from
the change in fair value in our consolidated statement of operations. Alternatively, when the price of our stock
increases, it causes the fair value of our warrant liability to increase causing a substantial loss from the change in fair
value.

Net Income (Loss)

Net income for the six months ended June 30, 2014 was $1,459,824, which increased from a net loss of $1,777,300
for the same period in 2013.  The increase in the net income is primarily the result of the non-cash loss due to the
change in fair value of derivative financial instruments as discussed above.

Liquidity and Capital Resources

Our cash position was $9,753,049 as of June 30, 2014 as compared to $530,052 as of December 31, 2013, an increase
of $9,222,997 primarily as a result of proceeds received in our 2014 Private Placement described below.  We have
incurred significant net losses and negative cash flow from operations since our inception which has resulted in a total
accumulated deficit of $24,665,590 as of June 30, 2014.   

Cash used for operating activities was $1,387,692 during the six months ended June 30, 2014 and was primarily a
result of our loss from operations during the period of $1,904,718 offset by non-cash expenses for stock-based
compensation payments totaling $375,860 and an increase in our accounts receivable balances of $317,292. Cash used
for investing activities was $298,651 during the six months ended June 30, 2014 due primarily to the capitalization of
software development costs for IZEAx that launched in March 2014 and increases in computer equipment purchases.
Cash provided by financing activities was $10,909,340 during the six months ended June 30, 2014 was primarily a
result of net proceeds of $10,945,632 from the sale of our common stock, as further discussed below. Financing
activities were reduced by loan costs and principal payments on our capital leases of $36,292.

To date, we have financed our operations through internally generated revenue from operations, the sale of our equity
securities and the issuance of notes and loans from shareholders.
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On February 21, 2014, we completed a private placement pursuant to a Purchase Agreement dated as of February 12,
2014, for the issuance and sale of 34,285,728 shares of our common stock, at a purchase price of $0.35 per share for
gross proceeds of $12,000,000 (the "2014 Private Placement"). As part of the private placement, the investors received
warrants to purchase up to 17,142,864 shares of our common stock at an exercise price of $0.35 per share and
warrants to purchase up to another 17,142,864 shares of our common stock at an exercise price of $0.50 per share. The
warrants will expire on February 21, 2019, five years after the date on which they were issued. The net proceeds from
the private placement, following the payment of offering-related expenses, are being used by us to focus on revenue
growth through the acceleration of our sales and client relations activities and marketing initiatives, establishment of
strategic partnerships and continuation of technology and engineering enhancements to our platforms, as well as to
fund our working capital and capital expenditure requirements.
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The effect of the above transactions has provided us with a positive working capital balance and enough cash reserves
for the foreseeable future.

Off-Balance Sheet Arrangements

We do not engage in any activities involving variable interest entities or off-balance sheet arrangements.

Critical Accounting Policies and Use of Estimates

The preparation of the accompanying financial statements and related disclosures in conformity with U.S. GAAP
requires us to make judgments, assumptions and estimates that affect the amounts reported in the accompanying
financial statements and the accompanying notes.  The preparation of these financial statements requires managements
to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue and expenses, and
related disclosure of contingent assets and liabilities.  When making these estimates and assumptions, we consider our
historical experience, our knowledge of economic and market factors and various other factors that we believe to be
reasonable under the circumstances.  Actual results could differ from these estimates.  The following critical
accounting policies are significantly affected by judgments, assumptions and estimates used in the preparation of the
financial statements.

Accounts receivable are customer obligations due under normal trade terms. Uncollectibility of accounts receivable is
not significant since most customers are bound by contract and are required to fund us for all the costs of an
“opportunity,” defined as an order created by an advertiser for a creator to write about the advertiser’s product. If a
portion of the account balance is deemed uncollectible, we will either write-off the amount owed or provide a reserve
based on the uncollectible portion of the account. Management determines the collectibility of accounts by regularly
evaluating individual customer receivables and considering a customer’s financial condition, credit history and current
economic conditions. We do not have a reserve for doubtful accounts as of June 30, 2014. We believe that this
estimate is reasonable, but there can be no assurance that the estimate will not change as a result of a change in
economic conditions or business conditions within the industry, the individual customers or our company. Any
adjustments to this account are reflected in the consolidated statements of operations as a general and administrative
expense. Bad debt expense was less than 1% of revenue for the six months ended June 30, 2014 and 2013.

We derive revenue from three sources: revenue from an advertiser for the use of the our network of social media
content creators to fulfill advertiser sponsor requests for a blog post, tweet, click or action ("Sponsored Revenue"),
revenue from the posting of targeted display advertising ("Media Revenue") and revenue derived from various service
fees charged to advertisers and creators ("Service Fee Revenue"). Sponsored revenue is recognized and considered
earned after an advertiser's opportunity is posted on our online platform and their request was completed and content
listed, as applicable, by our creators for a requisite period of time. The requisite period ranges from 3 days for an
action or tweet to 30 days for a blog. Advertisers may prepay for services by placing a deposit in their account with
us.  The deposits are typically paid by the advertiser via check, wire transfer or credit card. Deposits are recorded as
unearned revenue until earned as described above. Media Revenue is recognized and considered earned when our
creators place targeted display advertising in blogs. Service fees are recognized immediately when the maintenance,
enhancement or other service is performed for an advertiser or creator.   Service fees charged to advertisers are
primarily related to inactivity fees for dormant accounts and fees for additional services outside of sponsored revenue.
Service fees charged to creators include upgrade account fees for obtaining greater visibility to advertisers in
advertiser searches in our platforms, early cash-out fees if a creator wishes to take proceeds earned for services from
their account when the account balance is below certain minimum balance thresholds and inactivity fees for dormant
accounts. All of our revenue is generated through the rendering of services and is recognized under the general
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guidelines of SAB Topic 13 A.1 which states that revenue will be recognized when it is realized or realizable and
earned. We consider our revenue as generally realized or realizable and earned once (i) persuasive evidence of an
arrangement exists, (ii) services have been rendered, (iii) our price to the advertiser or customer is fixed (required to
be paid at a set amount that is not subject to refund or adjustment) and determinable, and (iv) collectibility is
reasonably assured. We record revenue on the gross amount earned since we generally are the primary obligor in the
arrangement, establish the pricing and determine the service specifications.
Stock-based compensation is measured at grant date, based on the fair value of the award, and is recognized as an
expense over the employee’s requisite service period.  We estimate the fair value of each stock option as of the date of
grant using the Black-Scholes pricing model.  Options typically vest ratably over four years with one-fourth of options
vesting one year from the date of grant and the remaining options vesting monthly, in equal increments over the
remaining three-year period  and generally have five or ten-year contract lives.  We estimate the fair value of our
common stock using the closing
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stock price of our common stock as quoted in the OTCQB marketplace on the date of the agreement.  We estimate the
volatility of our common stock at the date of grant based on the volatility of comparable peer companies that are
publicly traded and have had a longer trading history than us. We determine the expected life based on historical
experience with similar awards, giving consideration to the contractual terms, vesting schedules and post-vesting
forfeitures. We use the risk-free interest rate on the implied yield currently available on U.S. Treasury issues with an
equivalent remaining term approximately equal to the expected life of the award. We have never paid any cash
dividends on our common stock and do not anticipate paying any cash dividends in the foreseeable future. We
estimate forfeitures when recognizing compensation expense and this estimate of forfeitures is adjusted over the
requisite service period based on the extent to which actual forfeitures differ, or are expected to differ, from such
estimates. Changes in estimated forfeitures are recognized through a cumulative catch-up adjustment, which is
recognized in the period of change. Changes also impact the amount of unamortized compensation expense to be
recognized in future periods.

The following table shows the number of options granted under our May 2011 and August 2011 Equity Incentive
Plans and the assumptions used to determine the fair value of those options during the quarterly periods in 2013 and
through June 30, 2014:

2011 Equity Incentive Plans - Options Granted

Period Ended Total Options
Granted

Weighted
Average Fair
Value of
Common
Stock

Weighted
Average
Expected Term

Weighted
Average
Volatility

Weighted
Average Risk
Free Interest
Rate

Weighted
Average Fair
Value of
Options
Granted

March 31, 2013 2,170,834 $0.25 10 years 52.72% 1.91% $0.16
June 30, 2013 975,250 $0.25 6 years 51.84% 0.91% $0.12
September 30,
2013 4,493,978 $0.35 10 years 51.72% 2.74% $0.24

December 31,
2013 980,000 $0.34 5 years 47.55% 1.37% $0.14

March 31, 2014 330,000 $0.48 5 years 43.32% 1.60% $0.19
June 30, 2014 1,066,680 $0.46 5 years 41.38% 1.66% $0.18

There were 9,083,690 total options outstanding with a weighted average exercise price of $0.50 per share and
3,044,467 exercisable options outstanding with a weighted average exercise price of $0.66 per share as of June 30,
2014.  There is no aggregate intrinsic value on the exercisable, outstanding options as of June 30, 2014 since the
weighted average exercise price per share exceeded the market price of $0.45 of our common stock on such date.

We account for derivative instruments in accordance with ASC 815, Derivatives and Hedging , which requires
additional disclosures about the our objectives and strategies for using derivative instruments, how the derivative
instruments and related hedged items are accounted for, and how the derivative instruments and related hedging items
affect the financial statements. We do not use derivative instruments to hedge exposures to cash flow, market or
foreign currency risk. Terms of convertible debt and equity instruments are reviewed to determine whether or not they
contain embedded derivative instruments that are required under ASC 815 to be accounted for separately from the
host contract, and recorded on the balance sheet at fair value. The fair value of derivative liabilities, if any, is required
to be revalued at each reporting date, with corresponding changes in fair value recorded in current period operating
results. Pursuant to ASC 815, an evaluation of specifically identified conditions is made to determine whether the fair
value of warrants issued is required to be classified as equity or as a derivative liability.
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We record a beneficial conversion feature (“BCF”) related to the issuance of convertible debt and equity instruments
that have conversion features at fixed rates that are in-the-money when issued, and the fair value of warrants issued in
connection with those instruments. The BCF for the convertible instruments is recognized and measured by allocating
a portion of the proceeds to warrants, based on their relative fair value, and as a reduction to the carrying amount of
the convertible instrument equal to the intrinsic value of the conversion feature. The discounts recorded in connection
with the BCF and warrant valuation are recognized (a) for convertible debt as interest expense over the term of the
debt, using the effective interest method or (b) for preferred stock as dividends at the time the stock first becomes
convertible.
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Recent Accounting Pronouncements

There are several new accounting pronouncements issued by the Financial Accounting Standards Board ("FASB")
which are not yet effective.  Management does not believe any of these accounting pronouncements will have a
material impact on our financial position or operating results.

In May 2014, the FASB issued Accounting Standards Update No. 2014-09, Revenue from Contracts with Customers
(ASU 2014-09), which supersedes nearly all existing revenue recognition guidance under U.S. GAAP. The core
principle of ASU 2014-09 is to recognize revenues when promised goods or services are transferred to customers in an
amount that reflects the consideration to which an entity expects to be entitled for those goods or services. ASU
2014-09 defines a five step process to achieve this core principle and, in doing so, more judgment and estimates may
be required within the revenue recognition
process than are required under existing U.S. GAAP.

The standard is effective for annual periods beginning after December 15, 2016, and interim periods therein, using
either of the following transition methods: (i) a full retrospective approach reflecting the application of the standard in
each prior reporting period with the option to elect certain practical expedients, or (ii) a retrospective approach with
the cumulative effect of initially adopting ASU 2014-09 recognized at the date of adoption (which includes additional
footnote disclosures). We are currently evaluating the impact of the adoption of ASU 2014-09 on our consolidated
financial statements and have not yet determined the method by which we will adopt the standard in 2017.

ITEM 3 – QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable to smaller reporting companies.

ITEM 4 – CONTROLS AND PROCEDURES

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information
required to be disclosed by us in the reports that we file or submit under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), is recorded, processed, summarized and reported within the time periods specified in the
SEC’s rules and forms.  Disclosure controls and procedures include, without limitation, controls and procedures
designed to ensure that information required to be disclosed by us in the reports that we file under the Exchange Act is
accumulated and communicated to our management, including our principal executive and financial officer, as
appropriate to allow timely decisions regarding required disclosures.

In designing and evaluating the disclosure controls and procedures, our management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired
control objectives, and our management necessarily was required to apply its judgment in evaluating the cost-benefit
relationship of possible controls and procedures. Furthermore, controls and procedures could be circumvented by the
individual acts of some persons, by collusion or two or more people or by management override of the control.
Misstatements due to error or fraud may occur and not be detected on a timely basis.

Evaluation of Disclosure Controls and Procedures

In connection with the preparation of this quarterly report on Form 10-Q for the period ended June 30, 2014, an
evaluation was performed under the supervision and with the participation of the Company's management including
our Chief Executive Officer ("CEO") and Principal Financial and Accounting Officer ("PFO"), who are the same
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person, to determine the effectiveness of the design and operation of our disclosure controls and procedures (as
defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of June 30, 2014.  Based on this evaluation, our
management concluded that our disclosure controls and procedures were effective as of June 30, 2014 to provide
reasonable assurance that the information required to be disclosed by us in reports or submitted under the Exchange
Act is recorded, processed, summarized, and reported within the time periods specified in the rules and forms of the
SEC and that such information is accumulated and communicated to management, including the Company's principal
executive and financial officers, as appropriate, to allow timely decisions regarding required disclosure.
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Changes in Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act). Internal control over financial reporting is a
process designed by, or under the supervision of, our principal executive officer and principal financial officer and
effected by our Board of Directors, management and other personnel, to provide reasonable assurance regarding the
reliability of our financial reporting and the preparation of financial statements for external purposes in accordance
with accounting principles generally accepted in the United States of America. Internal control over financial
reporting includes policies and procedures that:

(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the Company’s
transactions;
(ii) provide reasonable assurance that transactions are recorded as necessary for the preparation of our financial
statements in accordance with accounting principles generally accepted in the United States of America, and that
receipts and expenditures are made only in accordance with authorizations of our management and directors; and
(iii) provide reasonable assurance regarding prevention or timely detection of any unauthorized acquisition, use or
disposition of our assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect financial
statement misstatements. Also, projections of any evaluation of internal control effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

There were no changes in our internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f)
and 15d-15(f)) that occurred during the quarter ended June 30, 2014 that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.     
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PART II - OTHER INFORMATION

ITEM 1 – LEGAL PROCEEDINGS

From time to time, we may become involved in various lawsuits and legal proceedings that arise in the ordinary
course of business. Litigation is, however, subject to inherent uncertainties, and an adverse result in these or other
matters may arise from time to time that may harm our business. Other than as described below, we are currently not
aware of any legal proceedings or claims that we believe would or could have, individually or in the aggregate, a
material adverse effect on us.

On October 17, 2012, Blue Calypso, Inc. filed a complaint against us in the U.S. District Court for the Eastern District
of Texas. Blue Calypso's complaint alleges that we infringe on their patents related to peer-to-peer advertising
between mobile communication devices and seeks unspecified damages. On July 19, 2013, Blue Calypso’s case
against us was consolidated, along with patent infringement cases against Yelp, Inc. and Foursquare Labs, Inc., into
Blue Calypso, Inc. v. Groupon, Inc. for all pretrial purposes, including discovery and claim construction.

On December 16, 2013, the Patent Trial and Appeal Board's (PTAB) instituted a Covered Business Method Review
(CBMR) for three of the five patents Blue Calypso asserts in its case against IZEA. In its decisions granting the
CMBRs, the PTAB explained that several of Blue Calypso’s asserted patents are likely invalid. In particular, the PTAB
found it more likely than not that each of these three patents was invalid based on two independent grounds of
anticipation, and one ground of obviousness. Additionally, the PTAB preliminarily found it more likely than not that
many of the claims of one of Blue Calypso’s patents were invalid due to a lack of written description. On January 17,
2014, the PTAB expanded its review to all five of Blue Calypso's assert patents. The PTAB’s final decision regarding
the asserted patents is expected by the end of this year. On January 16, 2014, the court granted a joint motion to stay
Blue Calypso’s patent infringement case until the PTAB's review of Blue Calypso’s asserted patents is complete.

    At this stage, we do not have an estimate of the likelihood or the amount of any potential exposure to us. We
believe that there is no merit to this suit and continue to vigorously defend ourselves against Blue Calypso's
allegations.

ITEM 1A – RISK FACTORS

In addition to the information set forth under Item 1A of Part I to our Annual Report on Form 10-K for the year ended
December 31, 2013, information at the beginning of Management's Discussion and Analysis entitled "Special Note
Regarding Forward-Looking Information" and updates noted below, investors should consider that there are numerous
and varied risks, known and unknown, that may prevent us from achieving our goals.  If any of these risks actually
occur, our business, financial condition or results of operation may be materially and adversely affected.  In such case,
the trading price of our common stock could decline and investors could lose all or part of their investment.

Risks Related to our Business and Industry

We have a history of losses, expect future losses and cannot assure you that we will achieve profitability or obtain the
financing necessary for future growth.

We have incurred significant net losses and negative cash flow from operations since our inception which has resulted
in a total accumulated deficit of $24,665,590 as of June 30, 2014.   Although our revenue has increased since
inception, we have not achieved profitability and cannot be certain that we will be able to sustain these growth rates or
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realize sufficient revenue to achieve profitability. If we achieve profitability, we may not be able to sustain it.

We are developing a new platform to process all of our existing business transactions and grow our operations, but
cannot provide any assurance regarding its commercial success.

We are developing a new platform called the IZEA Exchange (IZEAx) which is currently in public beta. IZEAx is
designed to provide a unified ecosystem that enables the creation of multiple types of content through a wide variety
of social channels. IZEAx is a brand-new system, engineered from the ground-up to replace all of our current
platforms with an integrated offering that is improved and more efficient for the company to operate. Our intention is
to focus all of our engineering resources on the IZEAx platform for the foreseeable future. We are spending a
significant amount of time and resources on the development of this platform, but we cannot provide any assurances
of its short or long-term commercial success or growth. A portion of the proceeds of our 2014 Private Placement is
being used for completion of the IZEAx 
platform, which is scheduled for continued updates during the next two years. There is no assurance that the amount
of money being allocated for the platform will be sufficient to complete it, or that such completion will result in
significant revenues or profit for us. If our advertisers and creators do not perceive this platform to be of high value
and quality, we may not be able to retain them or acquire new advertisers and creators. Additionally, if existing or
future competitors develop or offer products or services that provide significant performance, price, creative or other
advantages over this platform, demand for IZEAx may decrease and our business, prospects, results of operations and
financial condition could be negatively affected.

Exercise of stock options, warrants and other securities will dilute your percentage of ownership and could cause our
stock price to fall. 

As of August 8, 2014, we have 57,497,631 shares of common stock issued, outstanding stock options to purchase
9,064,769 shares of common stock at an average price of $0.50 per share, outstanding warrants to purchase
53,942,749 shares of common stock at an average price of $0.41 per share, and 1,781,154 shares of vested, yet
unissued, shares of restricted common stock. Additionally, we have reserved shares to issue stock options, restricted
stock or other awards to purchase or receive up to 11,020,247 shares of common stock under our May 2011 Equity
Incentive Plan and 1,500,000 shares of common stock under our 2014 Employee Stock Purchase Plan. In the future,
we may grant additional stock options, warrants and convertible securities. The exercise, conversion or exchange of
stock options, warrants or convertible securities will dilute the percentage ownership of our other stockholders. Sales
of a substantial number of shares of our common stock could cause the price of our common stock to fall and could
impair our ability to raise capital by selling additional securities.

There may be substantial sales of our common stock under the prospectus relating to our 2014 Private Placement,
which could cause our stock price to drop.   

We agreed with the investors in our 2014 Private Placement to file a shelf registration statement with the SEC with
respect to the resale of all of the shares of our common stock, as well as shares of common stock issuable upon the
exercise of warrants, purchased by investors. We filed a registration statement on Form S-1 on April 7, 2014 and it
was declared effective on May 14, 2014.  The registration statement includes a total of 68,571,456 shares of our
common stock (of which 34,285,728 shares are presently outstanding and 34,285,728 shares are issuable upon the
exercise of warrants).  There are currently no agreements or understandings in place with these selling stockholders to
restrict their sale of those shares after the effective date of the registration statement.  Sales of a substantial number of
shares of our common stock by the selling stockholders at such time could cause the market price of our common
stock to drop and could impair our ability to raise capital in the future by selling additional securities.

Holders of warrants issued in our 2014 Private Placement have anti-dilution adjustment rights that, if triggered, could
dilute the ownership interests of our existing common stockholders.
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Holders of our warrants to purchase 17,893,375 shares of common stock at an exercise price of $0.35 per share and
warrants to purchase 17,893,375 shares at an exercise price of $0.50 per share issued in our 2014 Private Placement
have anti-dilution adjustment rights that, if triggered, could dilute the interests of our common stockholders.  The
warrants contain weighted average anti-dilution protection for warrant holders if we sell another equity or
equity-linked security at a price per share lower than the initial respective exercise prices during the five-year term of
the warrants. Additionally, the warrants do not contain a negotiated floor for the exercise price. As compared with a
full ratchet anti-dilution provision, which resets the exercise price at the lowest price in any subsequent sale of stock, a
weighted average anti-dilution provision takes into account both the lower price and the number of shares issued at the
lower price. The triggering of these anti-dilution provisions could result in the issuance of a substantial number of
additional shares of common stock upon exercise of the warrants, which would dilute the ownership interests of our
existing common stockholders.

ITEM 2 – UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Issuance of Common Stock for Services

Effective January 1, 2014, we entered into a one-year agreement to pay $7,500 per month and 100,000 shares of
restricted stock per quarter to a firm to provide investor relations services. In accordance with the agreement, we
issued 100,000 shares of restricted common stock valued at $30,110 on January 1, 2014 and 100,000 shares of
restricted common stock valued at $52,000 on April 1, 2014. This agreement may be canceled at any time, by either
party, upon written notice. The foregoing issuances of securities were made in reliance upon the exemption from
registration provided by Section 4(a)(2) of the Securities Act of 1933, as amended.

ITEM 3 – DEFAULTS UPON SENIOR SECURITIES

None

ITEM 4 – MINE SAFETY DISCLOSURES

Not applicable

ITEM 5 - OTHER INFORMATION

None
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31.1 * Section 302 Certification of Principal Executive Officer and Principal Financial and Accounting Officer
32.1 ** Section 906 Certification of Principal Executive Officer and Principal Financial and Accounting Officer

101 ***

The following materials from IZEA, Inc.'s Quarterly Report on Form 10-Q for the six months ended June
30, 2014 are formatted in XBRL (eXtensible Business Reporting Language):  (i) the Consolidated
Balance Sheets, (ii) the Consolidated Statements of Operations, (iii) the Consolidated Statement of
Stockholders' Deficit, (iv) the Consolidated Statements of Cash Flow, and (iv) Notes to the Consolidated
Financial Statements.

*Filed herewith.

**

In accordance with Item 601of Regulation S-K, this Exhibit is hereby furnished to the SEC as an accompanying
document and is not deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934 or otherwise
subject to the liabilities of that Section, nor shall it be deemed incorporated by reference into any filing under the
Securities Act of 1933.

***

In accordance with Rule 406T of Regulation S-T, the XBRL related information in Exhibit 101 to this Quarterly
Report on Form 10-Q shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act, or otherwise
subject to the liability of that section, and shall not be incorporated by reference into any registration statement or
other document filed under the Securities Act of 1933, as amended, or the Exchange Act, except as shall be
expressly set forth by specific reference in such filing.
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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.

IZEA, Inc.
a Nevada corporation

August 13, 2014 By: /s/ Edward H. Murphy 
Edward H. Murphy
Chairman, President and Chief Executive Officer
(Principal Executive Officer and Principal Financial and Accounting
Officer) 
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