EDGAROnline

REMARK MEDIA, INC.

FORM 10-K

(Annual Report)

Filed 04/15/13 for the Period Ending 12/31/12

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

SIX CONCOURSE PARKWAY

SUITE 1500

ATLANTA, GA 30328

(404) 974-2710

0001368365

MARK

4899 - Communications Services, Not Elsewhere Classified
Printing & Publishing

Services

12/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2013, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

X1 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2012
OR

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

For the transition period from to

Commission file number 001-33720

REMARK MEDIA, INC.

(Exact name of Registrant as specified in its chaet)

Delaware 33-113568¢
(State or other jurisdiction « (I.R.S. Employe
incorporation or organizatiot Identification No.)

Six Concourse Parkway, Suite 1500 Atlanta, Georgid0328
(Address of principal executive offices, includirig code)

(770) 821-6670
(Registrar’s telephone number, including area cc

Securities registered pursuant to Section 12(hefAct:

Title of each class Name of each exchange on which
registered
Common Stock, $0.001 Par Val NASDAQ Capital Marke

Securities registered pursuant to Section 12(¢ghe”ct: None.

Indicate by check mark if the Registrant is a vkelbwn seasoned issuer, as defined in Rule 405c0$é&turities Act.
Yes Nolx]

Indicate by check mark if the Registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the

Act.
Yes NolX]






Indicate by check mark whether the Registrant &5)filed all reports required to be filed by Seetk® or 15(d) of
the Securities Exchange Act of 1934, as amendethglthe preceding 12 months (or for such shorggiog that the
Registrant was required to file such reports), @)dhas been subject to such filing requirementsHe past 90 days.
YesxXI No

Indicate by check mark whether the registrant hdmnitted electronically and posted on its corpoiseb site, if
any, every Interactive Data File required to bensiited and posted pursuant to Rule 405 of RegulaBel (§
232.405 of this chapter) during the preceding 12tm® (or for such shorter period that the registveas required to
submit and post such files).

YesXI No

Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K is contained
herein, and will not be contained, to the best eiRtrant’s knowledge, in definitive proxy or infoation statements
incorporated by reference in Part Ill of this FatBiK or any amendment to this Form 10-K.

Indicate by check mark whether the Registrantl&s@ge accelerated filer, an accelerated filer, m-accelerated filer,

or a smaller reporting company. See definitioflaige accelerated filer”, “accelerated filer” atginaller reporting
company” in Rule 12b-2 of the Act (Check one):

Large accelerated fil¢ Accelerated file|
Non-accelerated file Smaller reporting comparlxl
(Do not check if a smaller reporting compa

Indicate by check mark whether the Registrantdbedl company (as defined in Rule 12b-2 of the A¢8s NolXI

At April 9, 2013, 7,090,832 shares of the Regrgtsacommon stock, $0.001 par value per share, were
outstanding. The aggregate market value of thenemmstock held by non-affiliates of the registraats
approximately $ 12,811,939 as of June 30, 2012 dan the closing price of the Common Stock on dia# on the
NASDAQ Capital Market. Shares of common stock Hsldach executive officer and director and by qaison
who owns 10% or more of the outstanding commorkst@we been excluded in that such person mighebendd to
be an affiliate. This determination of affiliate&ts might not be conclusive for other purposes.

Documents incorporated by reference:

None



Table of Contents

Page
PART I
ltem 1. Business 4
Item 1A. Risk Factors 9
Iltem 1B. Unresolved Staff Comments 23
ltem 2. Properties 23
ltem 3. Legal Proceedings 24
ltem 4. Mine Safety Disclosures 24
PART Il
ltem 5. Market for Registrant's Common Equity, Related &tmider Matters and Issuer Purchases of
Equity Securities 25
ltem 6.  Selected Financial Data 25
ltem 7. Management’s Discussion and Analysis of Financ@hdition and Results of Operations 25
Iltem 7A. Quantitative and Qualitative Disclosures about MafRisk 34
ltem 8. Financial Statements and Supplementary Data 35
ltem 9. Changes in and Disagreements with Accountants @ouating and Financial Disclosure 61
Iltem 9A. Controls and Procedures 61
Iltem 9B. Other Information 61
PART llI
Iltem 10. Directors, Executive Officers and Corporate Govaoea 62
Iltem 11. Executive Compensation 62

Iltem 12. Security Ownership of Certain Beneficial Owners &ahagement and Related Stockholder 62

Matters
Iltem 13. Certain Relationships and Related Transactionsarattor Independence 62
Item 14. Principal Accounting Fees and Services 62
PART IV
Iltem 15. Exhibits and Financial Statement Schedules 64
SIGNATURES 65
INDEX TO EXHIBITS 66



PART |

SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

Our disclosure and analysis in this report conegyoiur operations, cash flows and financial posijtincluding, in
particular, the likelihood of our success in exgagdur business and our assumptions regardingetiidatory
environment and international markets, include fmaviooking statements. Statements that are greglin nature,
that depend upon or refer to future events or doordi, or that include words such as “expect,” Igpate,” “intend,”
“plan,” “believe,” “estimate,” “may” and similar gxessions are forward-looking statements. Althoiingise
statements are based upon reasonable assumptiensre subject to risks and uncertainties thatleseribed more
fully in this report in the section titled “Partltem 1A. Risk Factors.” These forward-lookingtetaents represent
our estimates and assumptions only as of the ddkésdiling and are not intended to give any aasge as to future
results. As a result, undue reliance should ngilheed on any forward-looking statements. Weragsno
obligation to update any forward-looking statemeatseflect actual results, changes in assumptorchanges in
other factors, except as required by applicablar#ges laws.

ITEM 1. BUSINESS
OVERVIEW
Who We Are

Remark Media, Inc. (“Remark Media” or the “Comp3ng a global digital media company incorporatad i
Delaware and headquartered in Atlanta, with opamnatin Las Vegas, Miami, Beijing and S&o Paulo.

The Company provides unique and dynamic digitalimegperiences across multiple verticals, with@igon
compelling content, trusted brands, and valualdeurces for consumers.

Remark Media is listed on The NASDAQ Capital Mark&he Company transferred its listing from The ND¥&)
Global Market on May 31, 2011. The Company wasiporated in Delaware in March 2006 and is headered
in Atlanta with additional operations in Las VegiBami, Beijing and Sao Paulo.

History

Remark Media was incorporated in Delaware in M&@66 as a wholly owned subsidiary of HowStuffwoilke,
in order to develop businesses using exclusivealigublishing rights to HowStuffWorks’ content@hina and
Brazil. The Company merged with INTAC Internatigriac. (“INTAC”) in 2007 to accelerate its obtaig Internet
licenses and to benefit from INTAC’s knowledge lo¢ IChinese markets, relationships, and core comgiete In
2007 and 2008, the Company launched Brazilian dndeSe editions, respectively, of HowStuffWorks.gcom
utilizing strategies based on those employed by Stoff\Works, Inc., as tailored to the needs of dachlized
market. Remark Media still owns and operates thesaesses.

In 2008, Remark Media decided to further leverageveb-publishing infrastructure by expanding p&@tions into
the U.S. market through the acquisition of Dailg8tith, Inc. (“DailyStrength”). DailyStrength’s wate offered
content authored by medical professionals and lfigyafor users and members to launch health-eslatiscussion
groups using leading community tools to interaghwaithers.

In 2009, the Company co-founded Sharecare, a lageebventure between: Dr. Mehmet Oz, a leadingazard
surgeon, health expert and host of “The Dr. Oz Shel&RPO Productions, producer of “The Oprah Winfre
Show”; Discovery Communications, the world’s largesn-fiction media company; Jeff Arnold, WebMD faler
and Discovery Communications’ former Chief of GlbbDégital Strategy; Sony Pictures Television; anehark
Media. Sharecare was created to build a web-halsgidrm that simplifies the search for health arediness
information by organizing a vast array of healttated questions and providing multiple answers fexperts,
organizations, publishers, and caregivers repriaggmairious points of view. As a part of the trattgms, the
Company received an equity stake in Sharecare sstistantially all of the assets of its DailyStrigngubsidiary to
Sharecare, agreed to provide management and welesiéddopment services to Sharecare, and receiliedrse to
use Sharecare’s web platform for its own businesfssof December 31, 2012, Remark Media owns apprately
10.8% of Sharecare’s common stock and has repeggenbn its Board of Directors. Accordingly, tBempany
considers Sharecare a related party. Furtherrirdtion about Sharecare is available at http://sfaseecom The
Company does not incorporate any information orntharecare.com site into this Form 10-K. As Shaessa
technology development partner, the Company begaaldpment of the platform for Sharecare in Jul§2a&nd
Sharecare.com was launched in October 2010. Thep&uwyrcontinued to provide services to Sharecare
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through December 31, 2011, at which time its agerewith Sharecare expired. The Company does rpEaxo
provide any further significant development sersit® Sharecare. Remark Media maintains the licerights to use
the web publishing and social media platform ittfair Sharecare for its own businesses outsidb@healthcare
industry.

In 2010, Remark Media launched Curiosity OnlineBscovery Communications (_http://curiosity.coyand
provided website development services for thethiteugh November 2011. The Company’s service ageeémith
Discovery concluded in December 2011.

In 2012, Remark Media began building a portfoligpefsonal finance digital media websites and sesvicThe
Company entered into an agreement to acquire Baorks.Inc. (“Banks.com, Inc.”) in February 2012, ammnpleted
the acquisition in June 2012. Banks.com, Inc.gpprties include the personal finance websites Bankn and
IRS.com, and personal finance services FileLatdrMpStockFund Securities. Remark Media additignklinched
DimeSpring.com in September 2012, providing leadirgert content and an interactive community fapghe
seeking actionable personal finance advice. Tpaupghe growth into the personal finance verti€dmark Media
raised $4.25 million in equity financing in Febru@012, and $1.8 million in a convertible note inMémber 2012.

Remark Media entered the 18-t0-34 year old lifestdrtical in 2013, with the acquisition of Pop teag, LLC (“Pop
Factory”) in March 2013. Pop Factory owns Bikione, a beach lifestyle digital media brand providingpsites,
branded merchandise, and mobile content. Overdhreng months, Remark Media will introduce a reffies
Bikini.com brand and a new website at www.bikinirgowith a focus on providing sophisticated and iinfative
content, social media and services for fun in thedestinations, style, and health and fitnesssupport the
acquisition of Pop Factory and its entry into tlegvrvertical, Remark Media raised $4 million in ancertible debt
financing in April 2013.

The Company intends to make additional acquisitenms product launches in the 18-to-34 year oldtyfie vertical,
which it believes holds significant growth oppoiityrin the near-term. The 18 to 34 demographihésfirst age
group to have grown up with the Internet and sauietlia, and is an increasingly meaningful user Haeseis
redefining how media is consumed. They represelig@oportionally large percentage of the conswmewing
online videos, engaging in social networking, ovgniablets, and using smartphones, according teétel
research. Media consumers who are 18-34 contmiretease their engagement with digital mediaraggnting
approximately 4 in 10 online video views accordioghe Interactive Advertising Bureau. For thas¢his
demographic who use social networks, they speralzarage of 3.8 hours daily doing so, reported niadszarch
company Ipsos.

DESCRIPTION OF BUSINESSES

Remark Media’s current operating segment is Brgfadmerly referred to as “Digital Online Publishifigwhich
contains its digital media properties in China 8ndzil, its personal finance vertical, and its 834 year old
lifestyle vertical. The Company historically hgseoated a Content and Platform Services segmeaméfty known
as “Web Platform Services”), to provide consultgggvices. The Company does not anticipate takingew clients
in the Content and Platform Services segment im#a future.

Brands

Our Brands segment consists of those digital mpdiperties that we own and operate. It presentiutes our
translated and localized editions of HowStuffWocksn in China and Brazil; our personal finance eftiincluding
DimeSpring, Banks.com, IRS.com, FileLater, and My¢&Fund.com; and our new 18-t0-34 year old lifestyl
vertical, including Bikini.com. We intend to exghour Brands segment in the coming year by comipto acquire,
develop and launch U.S.-based content, social aminerce websites in the 18-t0-34 year old lifest@dical.

HowStuffWorks International

ComoTudoFuncionghsw.com.br) is Brazil's online source for crediblinbiased and easy-to-understand
explanations of how the world actually works. PRmtuguese-language site is the exclusive digitbligher in
Brazil of translated and localized content from fgreding Discovery Communications brand HowStufforand is
published from Remark Media’s S&o Paulo operations.

BoWenWang(www.bowenwang.cn) is an information and referewebsite that provides China with encyclopedic
knowledge and easy-to-understand explanationswfthe world works. The website is published frogijiBg in

the Chinese language. Launched in June 2B0®/enWandeatures a combination of original content authdred
the Company, translated and localized articles fitoeneading Discovery Communications brand Howf8¥ofks,
and content from World Book, Inc.






Personal Finance

DimeSpring(dimespring.com) is a U.S.-focused personal finamebsite providing rich content and advice from a
wide array of financial professionals building aroaunity of people interested in managing life’saficial hurdles
and opportunities. Content is organized by liggss, with tools and visuals such as infograplhiasitspire action
among the site’s users. On-site presence by msi@erts and knowledge partners provide numenays for
DimeSpring users to learn from and connect withricial professionals.

Banks.confbanks.com) is an action-oriented resource for |geimperested in financial institutions and producin
addition to providing relevant and timely news amfdrmation about banking, investing and loans, I&atom
allows users to compare rates and take actiomnamdial products such as mortgages and savingsiaisco

US Tax Centefirs.com) offers information about tax matters efiieg U.S. readers, and provides them with acaess t
tax related information and services.

FileLater (filelater.com) is an e-commerce business providéxgpayers with an online platform to file businassl
personal tax extensions with the IRS and receika@eledgment of that filing from the IRS in a matté minutes

MyStockFund Securitigmystockfund.com) offers fractional share investamgl a dollar cost averaging brokerage
product that allows investors to build a divergifigortfolio in stocks, index funds and bond fundthaut incurring
the high fees and trading costs of traditional krage firms.

18-t0-34 Lifestyle

Bikini.com(bikini.com) is a digital beach lifestyle brand linding its flagship website at www.bikini.com, bosad
merchandise, and mobile content . Over the commagths, Remark Media will introduce a refreshediikom
brand and a new website at www.bikini.com , witloeus on providing sophisticated and informativateat, social
media and services for fun in the sun destinatisty$e, and health and fitness.

Content and Platform Services

Our Content and Platform Services business providied-party clients with content, design, and depenent
services for their websites as well as advisoryises and custom technology solutions. We licermedoroprietary
web publishing and social media platforms. Paghgements include the development and launch oDAskz

( http://www.doctoroz.com/askdr Sharecare and the development and launch absityr Online for Discovery
Communications (_http://www.curiosity.comn

As part of our transition to focusing on our Branolsr legacy content and platform service agreeseith
Sharecare and Discovery Communications were coadlidDecember 2011. We do not anticipate taking@w
clients for the Content and Platform Services bessrin the near future, as we focus on developidggaowing our
owned and operated verticals in our Brands business

Sales & Marketing

The primary business model for our Brands busireti® sale of advertising, sponsorships and rlateducts and
services. By focusing on providing high-qualitgithl properties to end users in the United Stdeszil and China
we aim to establish a user base attractive to #idees. We primarily sell advertising based ondhantity of views
delivered to advertisers or the success of varalvertising-related metrics, such as clicks or gigelcuser

actions. We have sales operations in the UnitateSto service our advertisers and intend to odirshles for our
owned and operated websites through a direct &ales and strategic partnerships. The primary lassirmodel for
our Content and Platform Services business has dmeite fees and platform licensing fees.

Much of our marketing efforts for both segmentsiarfstering word-of-mouth momentum by providinigtn
quality brands and services, in addition to usinglig relations efforts and search engine optinidzapractices. We
also intend to enter into partnerships with loasdihesses to provide awareness of and traffic td@ands and
services.

Competition

Online publishing is a rapidly evolving market amd encounter significant competition in each mankethich we
own and operate websites. Competitors for our @sdusiness include:

« United States: traditional Internet companies Wedoo! and AOL, and web portals that focus on djgeci
category verticals such as Demand Media, WebMDAdyalit.com;
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« China: national Internet portals such as Baidup8hdnteractive Entertainment, Sina, sohu.com and
tom.com; and
» Brazil: national websites such as Terra and G

These competitors operate websites that competeusifor both end users and advertising revenue.

The online financial services market continuesvaol\e rapidly and we expect it to remain highly quatitive. Our
MyStockFund subsidiary competes with full commigsidiscount and online brokerage firms. Some of¢he
competitors provide Internet trading and bankimyises, investment advisor services, touchtongtelae and voice
response banking services, electronic bill paymsentices and a host of other financial products. @ preparation
and tax extension businesses compete with the faugér firms such as Intuit and H&R Block.

We also face intense competition in attracting metdining qualified employees. Our ability to catgeffectively
will depend upon our ability to attract new emplegend retain and motivate our existing employeakew
efficiently managing compensation-related costs.

Our Content & Platform Services segment providédoad range of digital services for third partiesjuding
content, design and development of websites asasditensing of our proprietary content and sotiatlia
technology platforms. We are subject to signiftaampetition from other website service providevgebsite
service providers vary in their offerings and tharket is highly competitive due to low barriersettry and a large
number of competitors.

Intellectual Property

We license many technologies used in our businesseswell as hold licenses to content owned by
HowStuffWorks. We rely upon trademark, copyrighitdatrade secret laws in various jurisdictions, adlvas
confidentiality procedures and contractual provisito protect our proprietary assets and brands.déhot own any
patent or copyright registrations. We hold varidteslemarks for our brands, and we have additiapalications
pending.

Government Regulation

The application of new and existing laws and retjutes to the Internet or other online services dalso have a
material adverse effect on our business, prospiessicial condition and results of operations. &avfederal laws
that could have an impact on our business havaajlrbeen adopted. The Digital Millennium Copyrigtat is
intended to reduce the liability of online servmeviders for listing or linking to third party welroperties that
include materials that infringe copyrights or riglof others. The Children’s Online Privacy ProtttAct is intended
to restrict the distribution of certain materiatedthed harmful to children and impose additionatia®ns on the
ability of online services to collect user informaeat from minors. In addition, the Protection of @hén from Sexual
Predators Act requires online services providergport evidence of violations of federal child pography laws
under certain circumstances. The foregoing leg@sianay impose significant additional costs on lbusiness or
subject us to additional liabilities, if we weretrto comply fully with their terms, whether inteomially or not. We
intend to fully comply with the laws and regulatiotinat govern our industry, and we employ interaaburces and
incur outside professional fees to establish, dad maintain policies and procedures to redueeith of
noncompliance.

Privacy concerns relating to the disclosure of camer financial information have drawn increasedrgton from
federal and state governments. For example, thegR®rally prohibits the use or disclosure by &ty preparers
of taxpayers’ information without the prior writt@onsent of the taxpayer. In addition, other retiuha require
financial service providers to adopt and disclosesamer privacy policies and provide consumers witbasonable
opportunity to “opt-out” of having personal infortien disclosed to unaffiliated third-parties for rketing purposes.
Although we have procedures to protect againstiyetheft, breaches of our clients’ privacy mayoc To the
extent the measures we have taken prove to befitisnf or inadequate, we may become subject iggakiion or
administrative sanctions, which could result imgigant fines, penalties or damages and harm tdoand and
reputation. In addition, changes in these federdlstate regulatory requirements could result imenstringent
requirements and could result in a need to changiméss practices, including how information ichtised.
Establishing systems and processes to achieve @melwith these new requirements may increase

costs and/or limit our ability to pursue certairsimess opportunities.

We post our privacy policy and practices concernimguse and disclosure of any user data on oumpnaierties
and our distribution applications. Any failure by 10 comply with posted privacy policies, Fedenade
Commission requirements or other domestic or igtiéonal privacy-related laws and regulations caekllt in
proceedings by governmental or regulatory bodiasdbuld potentially harm our businesses, restiltgperations
and financial condition. In this regard, there alarge number of legislative proposals beforelth#ted States
Congress and various state legislative bodies daggprivacy issues related to our businesses.rbt possible to
predict whether or when such legislation may bepgelty and certain proposals, if adopted, could haunbusiness
through a decrease in user registrations and revenu






These decreases could be caused by, among otls#blpgwovisions, the required use of disclaimerstber
requirements before users can utilize our services.

There are a growing number of legislative propobafere Congress and various state legislaturesdeg privacy
issues related to the Internet generally, and sufitieese proposals apply specifically to paid dednesinesses and
ownership rights of Internet domain properties. & unable to determine if and when such legisiatiay be
adopted. If certain proposals were to be adoptedbosiness could be harmed by increased expensest oevenue
opportunities, and in other unforeseen ways.

We anticipate that new laws and regulations affiectis will be implemented in the future. Those hews, in
addition to new applications of existing laws, abakpose us to substantial liabilities and comgkacosts. In
addition, because our services are available dwelrtternet in multiple states, certain states olayn that we are
required to qualify to do business in such state.

As part of our initiative to makevww.banks.coma preferred destination for personal finance andemer banking
information and services, we have focused our &ffon enhancing the content and usability of ttes Sur
subsidiary MyStockFund Securities, Inc. is a bredtealer registered with the SEC and in all 50 statee District of
Columbia, and Puerto Rico, and a member of a sglflatory organization, the Financial Industry Ratary
Authority (“FINRA”"). Broker-dealers are subjectfiederal and state laws and regulations coveringsglécts of the
securities business, including sales and tradiagtjwes, securities offerings, publication of reskaeports, use of
customers’ funds and securities, minimum net chpguirements, record-keeping and retention, anaiey
laundering, privacy laws, and the conduct of thgiectors, officers, employees and other associagesons.
Violations of the federal and state laws and reiuria governing a broker-dealers actions couldltéswivil and
criminal liability and administrative liability ithe form of censures, fines, the issuance of caadedesist orders,
revocation of licenses or registrations, the susjoenor expulsion from the securities industry wéts broker-dealer
or its officers or employees, or other similar capsences by both federal and state securities é&trators.

Employees
As of December 31, 2012, we had 11 employees.
Our Relationship with Discovery Communications, Inc

On December 17, 2007, following HowStuffWorks’ cditition of digital publishing rights to the Compan
HowStuffWorks merged with Discovery Communicatiolms,. (the “Discovery Merger”), and became a wholly
owned subsidiary of Discovery. The merger agreé¢retween Discovery and HowStuffWorks provided that
payment to the former HowStuffWorks shareholdersafsignificant portion of its ownership of our comn stock
would not be paid at the October 2007 closing eftthnsaction, but instead would be available tpdid in three
semi-annual installments. The installments weaapéd to begin in October 2008 and occurred in Déee
2012. At December 31, 2012, Discovery, through BaifWorks, owned approximately 11% of the Company’
outstanding common stock.

Available Information

Remark Media’s website address is www.remarkmealia.c Information on our website is not incorpethby
reference into this Form 10-K and should not besitered a part of this report. We make availatge bf charge
through our website our annual reports on Form 1Quérterly reports on Form 10-Q, current repont$-orm 8-K,
and all amendments to those reports in additiather SEC reports as soon as reasonably practiaétblesuch
material is electronically filed with or furnishéal the SEC.



ITEM 1A. RISK FACTORS

This report contains forward-looking statementd thaolve risks and uncertainties. Our actual lsscould differ
materially from those discussed in this reportctbies that could cause or contribute to these miffees include, but
are not limited to, those discussed below and disesvin this report and in any documents incorgatat this report
by reference.

RISKS RELATING TO OUR SERVICES & BRANDS

We continue to evolve our business strategy andettgy new brands and services, and prospects arfcdit to
evaluate.

We are in varying development stages of our busijrs&sour prospects must be considered in ligtheMmany risks,
uncertainties, expenses, delays, and difficultieguiently encountered by companies in their eaages of
development. Additionally, we have limited opemgthistory of our owned websites in the United &aharket.
Some of the risks and difficulties we expect toemter include our ability to:

« manage and implement new business stratt
» successfully commercialize and monetize our as
« successfully attract advertisers for our owned @uetated websites, and clients for our contentpdatfiorm
services;
« continue to raise additional working capi
e manage our expense structure as a U.S. public aonipeluding, without limitation, compliance withe
Sarbanes Oxley and Dodd Frank Acts;
« manage the anticipated rise in operating expe
» establish and take advantage of contacts and gitatdationship:
e adapt to our potential diversification into othentent verticals and service offerin
+ manage and adapt to rapidly changing and exparugiagations
» implement and improve operational, financial andchaggement systems and proces
» respond effectively to competitive developme
« attract, retain and motivate qualified personnedt
e manage each of the other risks set forth in thpent
Because of our lack of operating history in thetehiStates and the early stage of developmentobuesiness, we
cannot be certain that our business strategy wilsloccessful or that it will successfully addrdsssé risks. Any
failure by us to successfully implement our newihess plans could have a material adverse effecuorbusiness,
financial condition, results of operations and cfaivs.

If we do not effectively manage our growth, our apéing performance will suffer and our financial codition
could be adversely affected.

Substantial future growth will be required in ordier us to realize our business objectives. Todktent we are
capable of achieving this growth, it will place mificant demands on our managerial, operationalfarahcial
resources. Additionally, this growth will requine to make significant expenditures, establisln tiad manage a
larger work force, and allocate valuable managenmesdurces. We must manage any such growth through
appropriate systems and controls in each of thessesa If we do not manage the growth of our bissiredfectively,
our business, financial condition, results of ofiers and cash flows could be materially and adgraffected.

The expansion of our Brands segments into new catggverticals subjects us to additional businesgadl,
financial and competitive risks.

A key component of our business strategy is to gsanwnetwork of owned and operated websites torcawariety
of category verticals to address consumer integrslsneeds. In doing so we will encounter a nurnbesks,
including increased capital requirements, growtbunworkforce, new competitors and developmenteat strategic
relationships. We cannot ensure that our stratatjyesult in increased revenue or operating prdfitrthermore,
growth into new areas may require changes to astrstoucture, modifications to our infrastructunel @xposure to
new regulatory and legal risks, any of which mayuiee expertise in areas in which we have littlmorexperience.
If we cannot generate revenue as a result of guairesion into new areas that are greater than tteofguch
expansion, our operating results could be negativepacted.



We have and will continue to generate revenue fradvertising, and the reduction in spending by orsf of
advertisers could seriously harm our business.

As we expand our Brands business, we will becormeasingly reliant on online advertising. To date,have had
limited experience in selling online advertisinQur advertisers can generally terminate their emtérwith us at any
time. Advertisers will not continue to do businesth us if their investment in advertising with dses not generate
sales leads or if we do not deliver their adventisets in an appropriate and effective manner. elfane unable to be
competitive and provide value to our advertisdraytmay stop placing ads with us, which would nieght impact
our revenues and business. Economic conditiopgcesly those associated with an emerging markahandustry
where our Brands business has a focus such asigeakd finance, could have a direct impact on dtbieg spend
which would impact our revenue. We cannot prettiettiming, strength or duration of economic issoea
subsequent economic recovery generally or in thiee@advertising market. In addition, expendituby advertisers
tend to be cyclical, reflecting overall economiaditions and budgeting and buying patterns. Aryrelgses in or
delays in advertising spending due to general anioonditions could reduce our revenues or neghtivnpact

our ability to grow our revenues.

Our quarterly results of operations might fluctuat#ue to seasonality, which could adversely affeat growth rate
and in turn the market price of our securities.

Our quarterly results have fluctuated in the pastwill likely fluctuate in the future due to seasbfluctuations in
the level of Internet usage and interest in variopgcs of our Brands. Prolonged or severe deesemisusage during
certain seasonal periods may adversely affect mwtf rate and in turn the market price of our sites. In
addition, we expect the revenues associated witlwebsites atvww.irs.comandwww.filelater.comto be largely
seasonal in nature, with peak revenues occurringgldanuary through April, corresponding to th&liax season.

If we are unable to attract and retain visitors tour web business in a cost-effective manner, oursimess,
financial condition and results of operations wilie adversely affected.

Our primary strategy for attracting and retainirsgis to our websites is to provide content and conity+focused
digital experiences. The success of these effeqeds, in part, upon our ability to create anttiiste high-quality
content as well as innovate and evolve our corgrdtsocial media technology platforms at scaledost-effective
manner. Failure to do so could adversely affect egperiences and reduce traffic to our owned getaied
websites, which would adversely affect our businsancial condition, results of operations andicéiows.
Additionally, our strategy could be flawed and ntigbt result in the ability to attract and retasets in a cost-
effective manner. A second strategy we utilizettcaat traffic is the search engine optimizatidi$EO”), of our
websites and the content published on them. SE@Mes architecting websites with the objectiveatking well in
unpaid search engine results. Our ability to susfolg manage SEO efforts across our owned andabpemvebsites
is dependent on our timely and effective modificatof SEO practices implemented in response tmgierchanges
in search engine algorithms and methodologies hadges in search query trends and our ability fer efebsites
and content responsive to ever-changing consurntexests and trends. Our failure to successfullyagarour SEO
strategy could result in a substantial decreaseific to our owned and operated websites, omability to attract
traffic to new websites that we launch which woattversely affect our business, financial conditi@spults of
operations and cash flows.

Even if we succeed in attracting traffic to our @drand operated websites, we may not be succa@ssfunetizing
the traffic. Additionally, the costs of attractiagd retaining users to our websites may exceedilility to generate
revenues from such activities, which would havadwerse effect on our business, financial conditiesults of
operations and cash flows.

As a creator and a distributor of digital contente face potential liability for legal claims baseah the nature and
content of the materials that we create or distribuor that are accessible via our owned and opedaivebsites.

As a creator and distributor of original contend &nird-party provided content, we face potentability for legal
claims, including defamation, negligence, unlavgftdctice of a licensed profession, copyright odéraark
infringement or other legal theories based on titene, creation or distribution of this informatj@nd under various
laws, including the Lanham Act, the Digital Millemm Copyright Act and the Copyright Act. We mayalse
exposed to similar liability in connection with dent that is posted to our owned and operated we=blsy users and
other third parties through comments, profile pagéesussion forums and other social media featumesddition, it
is also possible that visitors to our owned andaieel websites could make claims against us feel®curred in
reliance upon information provided on our owned apdrated websites. Any of these claims could tésul
significant costs to investigate and defend, relgasdof the merit of the claims. If we are not sssful in our
defense, we may be forced to pay substantial dasn&gkile we run our content through a rigorous tyabntrol
process, there is no guarantee that we will avdatidré liability and potential expenses for legaliis, which could
affect our business, financial condition, resuftsperations and cash flows.
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We may be subject to liability for information dikgyed by advertisers on our websites, which mayetfiour
business.

Laws relating to the liability of providers of oné services for activities of their advertisers fardhe content of
their advertisers’ listings are currently unsettleds unclear whether we could be subjected &int$ for defamation,
negligence, copyright or trademark infringementlarms based on other theories relating to therinédion we
publish on our websites. These kinds of claims H@en brought, sometimes successfully, against@sikrvices as
well as other print publications in the past. Weymat successfully avoid liability for unlawful adgties carried out
by advertisers displayed on our websites. If wesatgected to such lawsuits, it may adversely affec business.

In addition, much of the information on websiteur personal finance verticathat is provided by advertisers and
collected from third parties relates to the ratests and features for various loan, depositamgguel credit and
investment products offered by financial institap mortgage companies, investment companies anser
companies and others participating in the consdimancial marketplace. We are exposed to the Hiak $ome
advertisers may provide us, or directly post onwebsites, (i) inaccurate information about theaduict rates, costs
and features, or (ii) rates, costs and featurdsatiganot available to all consumers. This couldseaconsumers to
lose confidence in the information provided by atigers on our websites, and cause certain adeestie become
dissatisfied with our websites, and result in laitgsbeing filed against us.

Government and legal regulations have damaged ousibess in the past and may damage it in the future

We are subject to general business regulationsaave] as well as regulations and laws specifiogdlyerning the
Internet and e-commerce. Such existing and fuawe land regulations may impede the growth of theret or
other online services. These regulations and laass cover taxation, user privacy, data protectioitipg, content,
copyrights, distribution, electronic contracts arlder communications, consumer protection, theipiaw of online
payment services, broadband residential Interretss; and the characteristics and quality of prisdared services.

The Federal Trade Commission has recently revidivedvay in which search engines disclose paid bganactices
to Internet users. In 2002, the FTC issued guidaecemmending that all search engine companiegetsat all
paid search results are clearly distinguished from-paid results, that the use of paid searcheisriyl and
conspicuously explained and disclosed and that aliselosures are made to avoid misleading userstahe
possible effects of paid search listings on seegshlts. The adoption of laws or regulations ratato placement of
paid search advertisements or user privacy, defamat taxation may inhibit the growth in use oé tinternet,
which in turn, could decrease the demand for oiges and increase our cost of doing businessharaise have a
material adverse effect on our business, prospittsicial condition and results of operations. Argyv legislation
or regulation, or the application of existing laargd regulations to the Internet or other onlineises, could have a
material adverse effect on our business, prospitsicial condition and results of operations.

The application of new and existing laws and retjutes to the Internet or other online services s a material
adverse effect on our business, prospects, finbowialition and results of operations in the pBet. example, on
April 17, 2007, the U.S. House of Representativesspd H.R. 1677The Taxpayer Protection Act of 200H.R.
1677"). Section 8 of H.R. 1677 would have amendectiSn 333, Title 31 of the U.S. Code to includeeinet
domain addresses in the prohibition on certainafiske U.S. Department of the Treasury names and

symbols. Although the legislation was never passethe Senate or signed into law and the bill ceéagéh the
ending of the 110th Congress in January 2009, tkare guarantee that similar legislation won'titeoduced and
passed into law by the current or future Congné&sle the ultimate impact of any such proposedsdiegion is not
presently determinable, if enacted, such legistatiay adversely impact our overall operations. e the Internet
domain addressvww.irs.comwhich is an acronym commonly associated with therhral Revenue Service, a
division of the U.S. Department of the Treasury.i/the bill was never passed into law, if enactad,passage of
such legislation could have severely adverselycsteour use of our Internet domain addressw.irs.comas well
as our overall operations. In the event a bill sashid.R. 1677 were to become law, we intend tooldirtue to be
diligent in our communications with the InternalM@aue Service and Congress in an effort to mitigatepotential
negative effects of such legislation.

We may be subjected to large scale advertiser diefies due to external organizations exerting infloee.

The passage of H.R. 1677 in April 2007 resulted modification of the 2008 Operating Agreementhef Free File
Alliance and prohibited their members from advéartjson the domaiirs.com. The Free File Alliance is a
public/private cooperative of certain online tavyiders who provide certain U.S. citizens with axct free online
tax preparation in cooperation with the Internal&w®ie Service. Their members represent the vasirityapf the
online tax preparation market including TurboTa®RIBlock and TaxAct and the unexpected loss ofrthei
advertising dollars had an adverse affect on Baoks, Inc.’s business in 2008The Free File Alliance no longer
prohibits their members from advertising on the&nks.comdomain but we cannot assure you that they will icomet
allow their members to advertise with us or thdividual members will not decide on their own nmatvertise with
us.
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We are subject to the extensive regulations thatgym a broker-dealer.

MyStockFund Securities, Inc., a broker-dealer tegéxl with the SEC and in all 50 states, the RQistf Columbia,
and Puerto Rico, and a member of a self-regulatwganization, the Financial Industry Regulatory Hartty
(“FINRA™). Broker-dealers are subject to federatlastate laws and regulations covering all aspefctseosecurities
business, including sales and trading practicesrigies offerings, publication of research repouse of customers’
funds and securities, minimum net capital requimrgisierecord-keeping and retention, anti-money laund, privacy
laws, and the conduct of their directors, officeasiployees and other associated persons. Violatibtise federal
and state laws and regulations governing a brokafeds actions could result in civil and criminglbility and
administrative liability in the form of censuremds, the issuance of cease-and-desist orders;atoo of licenses or
registrations, the suspension or expulsion from gbkeurities industry of such broker-dealer or ifficers or
employees, or other similar consequences by baolgré and state securities administrators.

We face intense competition from larger, more edisifted companies, and we may not be able to compete
effectively, which could reduce demand for our siees.

We compete for Internet advertising revenues viighgersonal finance sections of general interest suich as
Bankrate.com, Yahoo!Finance, and Smartmoney.cothyanwill compete for Internet advertising revenudth
numerous websites focusing on the 18-to-34 yeadetdographic.

Nearly all our competitors have longer operatirgfdries, larger customer bases, greater brand mémogand
significantly greater financial, marketing and othesources than we do. Our competitors may seunore favorable
revenue arrangements with advertisers, devoteagrezgources to marketing and promotional campaaygspt more
aggressive growth strategies and devote substigntiare resources to website and systems develaptimam we do.
In addition, the Internet media and advertisingustdes continue to experience consolidation, idiclg the
acquisitions of companies offering finance relatedtent and services and paid search servicesstirydu
consolidation has resulted in larger, more estadtisand well-financed competitors with a greateufo If these
industry trends continue, or if we are unable tmpete in the Internet media and paid search martetdinancial
results may suffer.

Additionally, larger companies may implement pa&iand/or technologies into their search enginesftware that
make it less likely that consumers can reach oudnsites and less likely that consumers will clickstigh on
sponsored listings from our advertisers. The imgetation of such technologies could result in aese in our
revenues. If we are unable to successfully comagdénst current and future competitors, our opegatésults will
be adversely affected.

Historically, a few of our advertising networksand direct advertisers have provided a substanpiaition of our
revenue; the loss of one of these partners may haweaterial adverse effect on our operating results

We cannot assure you that, should agreements withdvertising networks, strategic sales and mamigtartners,
and /or direct advertisers fail to renew or shdhlel contracts be terminated or modified in advafdaeir
expiration, we will be able to timely replace thmssored listings they provide us. We have hadlaimragreements
in the past that have failed to renew or been nedliprior to their termination where our finanaiesults were
harmed.

We may not succeed in marketing and monetizing agsets to potential customers or developing striateg
partnerships for the distribution of our productsna services.

Our plans to market and monetize our assets ibttied States are still relatively new, and we hiawied
experience in owning and operating websites irLthited States. We may not be successful in estaiblj a
customer base of our owned and operated websitgsabegic partnerships for our services. If werast successful
in developing, releasing and/or marketing theseemh\amd operated websites and services on a pHefivalsis, our
results of operations would be materially and asleigraffected. Moreover, we may not have the nesmuavailable
to simultaneously continue development of operatiorChina and Brazil. Accordingly, there may baetay in
developing such operations or we might decide m@utsue these markets, which could affect oumass, financial
condition, results of operations and cash flows.

Our sublicensed content is subject to the terms aodditions of agreements between HowStuffWorks ahiid
parties.

Under the terms of our contribution agreements, Smff\Works transferred and contributed to us ghts, but only
those rights, that belong to and are held by Ho#f\8torks pursuant to third party licenses. Somé¢hoke licenses,
including those with Publications Internationaldl tcontain restrictions on the use of contenttenahination
provisions for breaches of the license agreemehtsordingly, a breach of any third party license b
HowsStuffWorks may cause us to lose our license wiith third party, which could have a material aseeffect on
the implementation of our business plan, valueusfamntent offering, financial condition, resulfsonr operations
and cash flows
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We may not have sufficient liquidity to support ooperations.

As of December 31, 2012, the Company’s total cashcash equivalents balance was approximately $1.4
million. The Company has incurred net lossesgertkrated substantial negative cash flow from dipgr®in the
twelve months ended December 31, 2012 and in ésadl f/ear since its inception and has an accuedidéficit of
$105.8 million as of December 31, 2012. The Corggwd minimal revenues in 2012 due to the termmaobif
certain agreements in the Content and PlatformiGensegment at the end of 2011 and its transiti@wning and
operating its own digital media properties. Sirfzat time, the Company has been focused on builaingacquiring
wholly owned digital media properties for its Branskgment and pursuing new services agreementsiauith
customers for its Content and Platform Servicesnge.

On November 13, 2012, the Company entered intanacgs Agreement with TheStreet Inc. (Nasdaq: TST)
(“TheStreet”) in which Remark Media granted The8tren exclusive right to sell and serve advertiseraad e-
commerce on certain of Remark Media’s personahfieavebsites. TheStreet will also support the websiy
providing personal finance content, various proomoand advertisements on TheStreet’s websitesmamkieting
support. The Company expects the agreement toderat least $0.9 million in payments to the Compaver the
initial term of the agreement.

On November 23, 2012, the Company entered into&@illion Term Loan Agreement, at a 6.67% annotdriest
rate with a lender controlled by and in part owbgdMr. Kai-Shing Tao, the Company’s Chairman ande€h
Executive Officer. Mr. Tao has been a directothef Company since 2007. The Term Loan is secwed b
substantially all the tangible and intangible aseéthe Company, excluding its shares of commooksof
Sharecare. The principal and accrued interest uhdeFerm Loan Agreement is convertible into ComrStock of
the Company at the rate of $1.30 per share, whdphesents an approximately 33% premium to the geerksing
prices of the Company’s common stock for the teysdaior to entrance into the agreement and anoxppately
53% premium to the closing price of the Companydn@on Stock on the day of entrance into the agraeniehe
full balance is due November 2014.

On April 2, 2013, the Company entered into a $4ildan Promissory Note, at a 6.67% annual interag for the
first year and 8.67% for the second year, withnalée controlled by and in part owned by Mr. Kai#8hiTao, the
Company’s Chairman and Chief Executive Officer.e Hromissory Note is secured pursuant to the TeyamL
Agreement detailed above, as amended by Amendmenblr One to that Term Loan Agreement, dated April
2013. The principal and accrued interest undePtioenissory Note is convertible into Common Stotthe
Company at the rate of $2.00 per share, which semts an approximately 11% premium to the averbging
prices of the Company’s common stock for the teysdaior to entrance into the agreement and anoxppately
8% premium to the closing price of the Company’sown stock on the day of entrance into the agreemime full
balance is due April 2015.

If these two notes are not converted into Commaicksof the Company, or if the Company’s sharehaldier not
approve the ability to convert the April 2013 $4lion Promissory Note into Common Stock of the Camy, the
Company may be in a position where it is unablefmy the notes.

Finally the Company has taken steps to reduce tipgreosts, primarily payroll through a reductiongersonnel
associated with its Content and Platform Servieggrent, which will result in a decline in annudbsa expense of
approximately $1.2 million. The Company will continto evaluate other opportunities to control costs

The Company intends to fund its future operatitmeugh revenue growth in its Brands segment, pdatity its
personal finance and 18-to-34 year old lifestylepgrties. Additionally, the Company is activelygaged in
evaluating future acquisitions to provide reventmngh and the sale of certain non-core assetsaigh capital.

Absent any acquisitions of new businesses, thdiaddif new customers, or the material increasewenue from its
existing customers, current revenue growth mayoeatufficient to sustain the Company’s operationhe long
term. As such, the Company may need to obtain iadditequity financing and/or divest of certainetssor
businesses, neither of which can be assured on eotiatly reasonable terms, if at all. In additiany equity
financing that might be obtained would substantidilute existing stockholders. There is no cettathat the
Company will be successful at raising capital, isdhere certainty around the amount of funds thay be raised. In
addition, the success of the Company will be suliperformance of the markets and investor semttmegarding
the macro and micro economic conditions under whieloperate including stock market volatility. Teean be no
assurance that the Company will be successfulregrgéng more revenues or selling any of its as#etg failure by
the Company to successfully implement these plamddvhave a material adverse effect on the Compamysiness,
including the possible inability to continue opéras.

Based on the Company’s current financial proje&javhich incorporate the Services Agreement witaStheet, the
Term Loan Agreement and the Promissory Note, aaddtiuction in expenses, all discussed above, tingp@ny
believes it has sufficient existing cash resoutodsnd operations through December 2013. Howgwejecting
operating results is inherently uncertain. Antitgrd expenses can exceed those that are projaot@roceeds
under TheStreet Agreement
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could be delayed or not meet expectations. Accgigithe Company’s cash resources could be fullizet prior to
December 2013.

The market price of our stock is likely to be valatand various factors could negatively affect thearket price or
market for our common stock.

The market for and price of our common stock cdaddaffected by the following factors:

« general market and economic conditit

« our common stock has been thinly traded;

« minimal third party research is available regarding company
Additionally, the terms of the Discovery Merger pided that payment to HowStuffWorks stockholdenséao
significant portion of HowStuffWorks’ ownership ofir common stock would not be paid at the Octolbé72
closing of the transaction and instead are paytabttowStuffWorks’ former stockholders in three seannual
installments. Discovery has distributed all sulchres of Remark Media to the HowStuffWworks’ former
stockholders. Accordingly, the amount of sharesusfcommon stock Discovery owns has decreaseldof Aur
rights to publish HowStuffWorks content will remagffective regardless of the number of shares Risgoowns in
the future. As a result of such distributionsatieke to the daily market trading volumes for oammon stock , such
stockholders may sell a significant number of sharEhese factors could also affect our commorkstaed depress
the market price for our common stock or limit tharket for resale of our common stock. The mapkiee of our
common stock has been volatile, particularly inrbeent stock market turmoil, and is also basedtbar factors
outside of our control.

The anticipated benefits of the mergers may notrbalized fully or at all or may take longer to rdaé than
expected.

The mergers with Banks.com and Pop Factory invdltlee integration of companies that have previoaglrated
independently with principal offices in differenstinct locations. Significant management attenaod resources
has been and will be required to integrate the @migs. Delays in this process could adversely affeccombined
company's business, financial results, financiaddion, and stock price following the merger. Evkthe combined
company were able to integrate the business opagasiuccessfully, there can be no assurance teantbgration
will result in the realization of the full benefit$ synergies, innovation and operational efficiea¢hat may be
possible from this integration and that these heneill be achieved within a reasonable periodiioie.

RISKS RELATING TO OUR COMPANY

We have a history of operating losses and if wento reach profitability, we may not be able to furahd operate
our businesses.

Although Remark Media was founded in 2006, our ibess strategy is still evolving, and we have atéchbperating
history. We are in varying development stages ofomusinesses, including online publishing and ma&onal and
domestic digital markets, with a limited operathigtory upon which investors and others can eveloat current
business and prospects. We have had operatingslosgach year of our operations. If we are ntet tbreach
profitability, we may not be able to fund our ogéras in the future.

Because of our limited operating history in U.S)i@dil media properties and the ongoing developroéntr
business, we will have limited insight into trerad®l conditions that may exist or emerge and affecbusiness,
especially with respect to the content and platfearvices and online publishing market. Our cangea platform
service agreements with Sharecare and Discoveryn@orications, which represented approximately 97 %uof
revenues for 2011, expired in December 2011. Thae®w and Platform Services business will haveavemues
unless we enter into new services agreements withaustomers. During 2012 and 2011, we have gtrteoaly
minimal revenue in our Brands business. We cabeatertain that our business strategy will be ssafakor that it
will successfully address these risks. Any failoyeus to successfully implement our new businémsspwvould have
a material adverse effect on our business, finnoiadition, results of operations and cash flows.

Acquisitions, business combinations and other tragtions present integration risk and may have ndgat
consequences for our business and our stockholders.

We plan to continuously monitor certain strategiquasition opportunities. The process of integrgacquired
businesses into our existing operations may rasulhforeseen difficulties and liabilities and maygjuire a
disproportionate amount of resources and manageattemtion. Difficulties that we encounter in igtating the
operations of acquired businesses could have aialadverse effect on our business, financial domg results of
operations and cash flows. Moreover, we

14






may not realize any of the anticipated benefitarohcquisition and integration costs may exceedipated
amounts. We may enter into joint ventures, stiatelljances or similar arrangements with thirdtjga. These
transactions result in changes in the nature aoplesof our operations and changes in our financial
condition. Financing for these transactions maypedrom cash on hand, proceeds from the issuanadditional
common stock or proceeds from debt financing.

The issuance of additional equity or debt se@sgitiould:

» cause substantial dilution of the percentage ovinieisf our stockholders at the time of the issug

» cause substantial dilution of our earnings peres

» subject us to the risks associated with increasegrdge and additional interest cc

» subject us to restrictive covenants that couldtlwor flexibility in conducting future business iadies; anc
» adversely affect the prevailing market price for outstanding securitie

Our investment in Sharecare’s equity securities aves a substantial degree of risk.

Sharecare is a recently formed company with limitistory of operations. Its prospects must be idemsd in light
of the many risks, uncertainties, expenses, daagdifficulties encountered by companies in tleanly stages of
development. Moreover, Sharecare operates initfiyhcompetitive Internet industry and might nohaeve
profitability or consumer acceptance in the neamtéf ever. Our investment in Sharecare’s equitgusities is
illiquid and might fail to appreciate and might tee in value or become worthless. It is unlikelyr Sharecare
equity securities will pay current dividends, ana ability to realize a return on our investmerstyeell as to recover
our investment, will be dependent on the succeShafecare.

Even if Sharecare is successful, our ability tdizeahe value of our investment might be limitdBlecause it is a
private company, there is no public market for bare’s securities, and the Sharecare securitesudject to
restrictions on resale that might prevent us freftirgy these securities during periods in whicivauld be
advantageous to do so. As a result, we might tawait for a liquidity event, such as a publicesfhg or the sale of
Sharecare, to realize the value of our investmfahy. A liquidity event is not expected in thean term.

We accounted for our investment in Sharecare utihdeequity method of accounting through Novembédr22@inder
which we record our proportionate share of Shasgsaret income or loss. As of December 2012, weaddo the
cost method. It is likely that Sharecare will néedaise additional capital, or make additionajuisitions, and our
equity position in Sharecare may be diluted if 8bare issues additional equity, options, or wastatftSharecare
makes a capital call of its existing equity holdensr position may be diluted if we choose notdatcbute
additional capital. Our interest ownership in tieenenon stock of Sharecare was 10.8% at Decemb&Q032,

We may not have sufficient liquidity to support tlimgoing development and growth of our businesses.

The Company is in the process of developing anddaing new content vertical websites as well azhsite
services business. We currently operate at aalodsvith a substantial negative cash flow from apens. While
we believe that our cash resources on hand aintigedf this filing including the proceeds from aecent financing
transactions, are sufficient to fund the launch @ady growth of these through at least DecembeRB13 , our cash
resources are not necessarily sufficient to fuedahbusinesses for an extended period beyondrtlessurevenues
increase significantly or we find additional soww@é capital, neither of which can be assured. italthlly, the
development of new content vertical websites mgyire additional sources of capital for the Compa@ur
management and directors continue to evaluate rogr@ss and likelihood of success in each of oukets, and our
ability to raise additional capital, against thiatiee value of our resources and other opportesitiAccordingly,

we implemented cost saving measures in 2011 an?l 204dted to our Atlanta, Brazil and China operagiin order
to focus our limited resources in building our neamtent verticals, and we might decide to implenferther cost
savings measures or suspend our activities in on@oee of our markets.

We will need to raise additional funds in the fettiw support expansion, develop new or enhancelicappns and
services, respond to competitive pressures, acqaimplementary businesses or technologies or hkadage of
unanticipated opportunities. If required, we mégrapt to raise such additional funds through publiprivate debt
or equity financing, strategic relationships orestarrangements similar to the revolving credieagnent entered
into in March 2011 and which expired on March 3120or the Term Loan Agreement and Promissory Note
discussed above. In addition, there can be no@sseithat such financing will be available on atziele terms, if at
all, or that such financing will not be dilutive éoir stockholders. For further details regardinglmuwidity, refer to
our “Liquidity and Capital Resources” section of the ‘Management’s Discussion and Analysisincluded in this
Form 10-K.
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If we do not scale and adapt our business to tedlogacal needs of increased traffic and technologi@hanges, il
could cause inefficiencies or disruptions on our bates and loss of users, contributors, and adwesis.

As our business grows, our technological and ndtwidrastructure must keep in-line with our traffiad advertiser
needs. Future demand is difficult to forecast archvay not be adequately able to handle large iseseanless we
spend substantial amounts to augment our abilihatwle increased traffic. Additionally, the implentation of
increased network capacity contains some execut&s and may lead to ineffectiveness or inefficieriThis could
lead to a diminished experience for our consumedsaavertisers and damage our reputation andaekdtip with
them, leading to lower marketability and negatiffees on our operating results. Moreover, the pEfdanovative
change in network technology is fast and if we dbkeep up, we may lag behind competitors. Thesooist
upgrading and improving technology could be sulisthand negatively affect our business, financa@tdition,
results of operations and cash flows.

We are vulnerable to failures of third party netwiloand technology providers who may fail to providdequate
services in the future. This could cause technigaibblems or failure of our websites or traffic, wtth could inhibit
our revenues or damage our reputation and relatiiyss with users, advertisers, and content providers

We rely on many third party businesses for techgiold, network, and expert services. Our abilitpperate
successfully depends on the successful operatitimesé third party businesses, which carry thein agks. If one of
our third party vendors fails to deliver expectedvices, our websites and business could sufferatipg problems
or temporary failures. If there is a problem ofue with our websites, it could hurt our ability advertise and
damage our reputation with consumers and advestiser

We utilize third party services to host our websité one of these third parties experiences afajlit could cause
the failure of our websites, which may cause matadverse effects to our business. Additionalfgranination of
our hosting agreements or failure to renew on fablerterms could affect our business. Shiftingingstervices
could require management focus and time and patgndisrupt operations of our websites.

In addition, as operators of content websites melen user traffic to sell advertising, our usersstrhave adequate
and functioning Internet access. Technical problesitls Internet access providers such as cable, E&éllite or
mobile companies may inhibit user access to oursiteband slow traffic. Such events as power ostagased by
blackouts, brown outs, storm outages or other pasgeies could also cause loss of user access toahsites.

Our network operations may be vulnerable to hackjngruses and other disruptions, which may make our
products and services less attractive and reliable.

User traffic to our owned and operated websitesdcdecline if any well-publicized compromise of aecurity
occurs. “Hacking” involves efforts to gain unautized access to information or systems or to cantsational
malfunctions or loss or corruption of data, softeydrardware or other computer equipment. HackKesaccessful,
could misappropriate proprietary information or ®adlisruptions in our service. We may be requioegkpend
capital and other resources to protect our ownedoperated websites against hackers. If our sgaueasures are
breached as a result of third party action, empmaneor or otherwise, we could incur liability aogr reputation
would be damaged, which could lead to the lossuafenit and potential customers. If we experiengebaeaches of
our network security or sabotage, we might be meglio expend significant capital and other resesito remedy,
protect against or alleviate these and relatedlpnody and we may not be able to remedy these pnabile a timely
manner, or at all. Because techniques used bydaeussio obtain unauthorized network access orliotage systems
change frequently and generally are not recogniréitilaunched against a target, we may be unabémticipate
these techniques or implement adequate preventatasures. We cannot ensure that any measures ywakeawill
be effective. In addition, the inadvertent transsion of computer viruses could expose us to amahtesk of loss or
litigation and possible liability, as well as maadly damage our reputation and decrease our ueskfict

We are subject to many government laws and regualasi which could subject us to claims if we do notaply
with such laws and regulations which could affectioreputation, business and financial position.

We are subject to a variety of laws and regulati@gsrding our business both within the United&dtaand in
foreign territories in which we operate. Laws aadulations of particular importance to our businesste to:
privacy, information security, intellectual propeend other copyright, freedom of expression, domegistration,
content distribution, and advertising. In particulss a content company we may not be particufadyected from
the Digital Millennium Copyright Act for infringingontent posted on our website if we are not fillgompliance
with the statutory requirements of this act.

Our failure to comply with these regulations magulein claims against us or other liabilities. Buiabilities could

be substantial and adversely affect our operati@mijtation and financial condition. We may incubstantial legal
expenses and management resources may be requdefithd against such claims, even if meritless.
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We are exposed to unique risks from operations im&ging Market countries, including Brazil and Chenwhich
could affect our operations in these countries.

Our international operations expose us to a widiteof risks including increased credit risksstams duties,
import quotas and other trade restrictions, posdigitgreater inflationary pressures, and the ristadure or material
interruption of wireless systems and services. ngba may occur in foreign trade and investment laviise
territories and countries where we will operateniteld States laws and regulations relating to itnaest and trade in
foreign countries could also change to our detrimémy of these factors could adversely affect mwenues and
profits.

We are subject to risk of political instability atvdde sanctions within China. China has tradéiynbeen a closed
market with strict political controls. As Chinaiftéto a market economy, growing economic andaldoeedoms
may conflict with the more restrictive political digovernmental policies. In addition, democratarmtries
throughout the world have, from time to time, atpted to use economic and other sanctions to aclpiehtical or
social change in other countries. Each of thes®iffa could result in economic sanctions, econangability, the
disruption of trading and war within China and #k&a Pacific Rim, any of which could result in anability to
conduct business operations in China.

In the past, the Brazilian government has interdeneghe Brazilian economy and occasionally madestic changes
in economic policy. The Brazilian government’siacs to control inflation and affect other policiesve included
high interest rates, wage and price controls, cagrelevaluations, capital controls and limits oparts, among other
actions. Our business, financial condition, resaftoperations, cash flows, prospects and the ebgrice of our
securities may be adversely affected by changBsdrilian government policies, as well as genecahemic

factors, including:

» currency fluctuation:

« exchange controls and restrictions on remittanbesaal, such as those that were briefly imposecuch s
remittances (including dividends) in 1989 and ie eginning of 1990;

« inflation;

« price instability

« energy policy

« interest rate increas:

» liquidity of domestic capital and lending mark

« changes in tax policy; a

» other political, domestic, social and economic deweents in or affecting Braz

Also, the President of Brazil has considerable pawealetermine governmental policies and actioas telate to the
Brazilian economy and, consequently, affect therapens and financial performance of businessegabpg in

Brazil. We have no control over, and cannot predicat policies or actions the Brazilian governmeraty take in
the future.

Further risks relating to international operatiamgude, but are not restricted to, unexpected gharn legal and
regulatory requirements, changes in tariffs, exgeamrates and other barriers, political and econansi@bility,
possible effects of war and acts of terrorismiclifties in accounts receivable collections, difftees in managing
distributors or representatives, difficulties iaffihg and managing international operations, diffies in protecting
our intellectual property overseas, seasonalityatdés and potentially adverse tax consequenceg.ofthese factors
could adversely affect our revenues and profitsdiiahal risks include, but are not limited to ttedlowing:

« We may not succeed in marketing and monetizingragarnational assets to potential customers or
developing strategic partnerships for the distidoubf our websites and services. Our plans to etaakd
monetize our assets in the Chinese and Braziliinemarkets through the Internet are still relaty
unproven.

» The state of the Internet infrastructure in Emegdifarkets may limit our growth in these countri€ke
Internet infrastructures in Emerging Market cowgriincluding China and Brazil, are not well depeld
and are subject to regulatory control and, in #éeeaf China, ownership by the Chinese governméné
cost of Internet access is high relative to theaye income in Emerging Market countries. Faitore
further develop these infrastructures could linuit ability to grow. Alternatively, as these inflagtures
improve and Internet use increases, we may noblesta scale our systems proportionately. Ouansle
on these infrastructures makes us vulnerable taplions or failures in service, without sufficieadcess to
alternative networks and services. Such disruptmrfailures could reduce our user satisfaction.
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+ We may be sensitive to a slowdown in economic gnoavtother adverse changes in the China and Brazil
economies. This is particularly true in light efreent financial and economic uncertainties. kpamnse to
adverse economic developments, companies haveagdpending on marketing and advertising. As a
result, a slowdown in overall economic growth, anre@mic downturn or recession or other adverse
economic developments in China or Brazil may maligrieduce the demand for our services and méiie
and adversely affect our business.

« Our Emerging Market operations subject us to otbgulatory risks including unpredictable governnagént
regulation in China and Brazil.

« Although Remark Media is incorporated in the StftBelaware, we have operations located in Bramil a
the PRC. As a result, it may be difficult for int@s to enforce outside the United States any astivougt
against us or our officers and directors in thetéthiStates, including actions predicated upon ithie ¢
liability provisions of the federal securities lanfthe United States or of the securities lawargf state of
the United States. There is doubt as to the ea&dnitity in Brazil and the PRC, in original actiomsin
actions for enforcement of judgments of United &atourts, of civil liabilities predicated solelgan the
federal securities laws of the United States oistimurities laws of any state of the United States.

Additional specific risks related to conducting bingss in China could affect our business operatioinsthat
country.

The economy of China differs from the economiemobt countries belonging to the Organization foorigamic
Cooperation and Development in a number of respiatisiding:

« structure

« level of government involveme!
« level of developmer

« level of capital reinvestmel

« growth rate

« control of foreign exchange; a
« methods of allocating resourc

Since 1949, China has been primarily a plannedauogrsubject to a system of macroeconomic management
Although the Chinese government still owns a sigaiit portion of the productive assets in Chinaneenic reform
policies since the late 1970s have emphasized tfatization, autonomous enterprises and the utibreof market
mechanisms. We cannot predict what affects tha@o@ reform and macroeconomic measures adoptéigieby
Chinese government may have on our business dtg@dwperations. Specific risks, which could affeur business
in China include:

« Regulation and censorship of information collector distribution in China may adversely affect our
business. China has enacted regulations governtegnket access and the distribution of news angroth
information. Furthermore, the Propaganda Departmithe Chinese Communist Party has been given the
responsibility to censor news published in Chinaneure, supervise and control a particular palitic
ideology. Periodically, the Ministry of Public Seity has stopped the distribution over the Intéiofe
information, which it believes to be socially ddslizing. The Ministry of Public Security has thathority
to cause any local Internet service provider tablany website maintained outside China at its sole
discretion. If the PRC government were to takéadb limit or eliminate the distribution of inforation
through our portals or to limit or regulate currenfuture applications available to users of contgls, our
business would be adversely affected.

« PRC laws and regulations related to the PRC Intesetor are unclear and will likely change in tigar
future. If we are found to be in violation of cent or future PRC laws or regulations, we couldiligect tc
severe penalties.

« The PRC regulates its Internet sector by makingquacements or enacting regulations regarding the
legality of foreign investment in the PRC Intersettor and the existence and enforcement of content
restrictions on the Internet. There are substhmtieertainties regarding the interpretation ofrent PRC
Internet laws and regulations. If we are foundddrbviolation of any existing or future PRC laws o
regulations, the relevant PRC authorities wouldeharoad discretion in dealing with such violation,
including, without limitation, the following:

« levying fines

« confiscating our incom

« revoking our business licens

e pursuing criminal sanctions against our businesispansonne
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« shutting down our servers and/or blocking our wiels:
«  requiring us to restructure our ownership structureperations; ar
« requiring us to discontinue any portion or all af énternet business based in Ch

» A 2006 regulation establishes more complex proasiur the PRC for acquisitions conducted by foreign
investors, which could make it more difficult fos to pursue growth through acquisitions.

« The online advertising markets in China and Braz still developing and present risk to our reenio be
generated from our online publishing business. Weadat expect our online publishing businesses im&h
and Brazil to derive significant revenue from orlidvertisements in the near term. The online gidirey
markets in China and Brazil are still developingg &uture growth and expansion of these markets is
uncertain. In February and September 2011, we imgteed certain cost-saving measures in our Bradil a
China operations, respectively, to bring costsria With expected revenues while searching fotegia
media partners in both countries and consideratiather strategic alternatives. These measures &igao
had an impact on our trend of revenues in both t@mswhich would impact our financial conditioesults
or operations and cash flows generated in thesetiGes.

« Potential additional Chinese regulation could &ffea business in China. The Ministry of Informatio
Industry, the Chinese governmental agency thatlagggithe Internet in China, promulgated a directiv
effective January 31, 2008, providing that onlingews can only be broadcast or streamed by staied ol
controlled companies. Subsequently, the Ministrinformation Industry acted to provide exceptidos
certain non-statewned or controlled companies. While it is possithlat our Chinese website would not
permitted to display online videos, which could @amaterial effect on the content provided on such
website, it is not yet clear what, if any, effdustregulation has upon our business in China.

» New political and economic policies of the PRC goweent could affect our busine

e The PRC legal system embodies uncertainties, wdoald limit the legal protections available to ke
PRC legal system is a civil law system based ottewristatutes. Unlike common law systems, itsgsterr
in which decided legal cases have little precedémtilue. In 1979, the PRC government began to
promulgate a comprehensive system of laws anda#gob governing economic matters in general. Y&
subject to laws and regulations applicable to fgrenvestment in mainland China. However, thess|a
regulations and legal requirements are relativetent, and their interpretation and enforcemerulires
uncertainties. These uncertainties could limitldgal protections available to us and other fareig
investors.

Any of these actions could have an adverse effeciur business, financial condition, results ofragiens and cash
flows.

We are subject to risks arising from some of ourvemue being denominated in currencies other thareth.S.
dollar. Restrictions on currency exchange may linatir ability to utilize our revenues effectively lletuations in
currency exchange rates may cause our foreign rewes to be unpredictable and fluctuate quarterly and
annually.

Some of our revenues and operating expenses magrnmeninated in Chinedseenminbi. Currently, we may
purchase foreign exchange for settlement of “curaenount transactions” without the approval of B##&&~E. We
may also retain foreign exchange in our currenbant (subject to a ceiling approved by the SAFEatsfy foreign
exchange liabilities or to pay dividends. Howetbe relevant PRC governmental authorities mayt laneliminate
our ability to purchase and retain foreign curreadn the future.

Additionally, some of our revenues and operatingesses may be denominated in Brazikais. Brazilian law
allows the Brazilian government to impose resiitsi on the conversion of tiRealinto foreign currencies and on
the remittance to foreign investors of proceedmftbeir investments in Brazil. The government rimgose such
restrictions whenever there is a serious imbalém@&razil's balance of payments or there are reasorioresee a
serious imbalance. The Brazilian government lagtased remittance restrictions for approximatetynsonths in
1989 and early 1990. The likelihood that the Brazigovernment would impose such restrictions mgieipends on
the extent of Brazil's foreign currency reservés, availability of foreign currency in the foreigrchange markets
on the date a payment is due, the size of Braddlst service burden relative to the economy asaeyBrazil's
policy toward the International Monetary Fund atiteo factors.

Since a portion of our revenues may be denominatB&nminbi, existing and future restrictions on the exchamnige
Renminbio other currencies may limit our ability to useeeue generated Renminbio fund our business
activities outside China, if any, or expendituresominated in foreign currencies. Similarly, ie #vent that a
significant amount of our revenues are denominatdkais, any future restrictions on the exchang&ehisfor

other currencies or the remittance to foreign itmessof proceeds from their investments in Brazlyntimit our

ability to use revenue generatedinaisto fund our business activities outside Brazilegpenditures denominated in
foreign currencies.
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Currency fluctuations, devaluations and exchanggictions may adversely affect our liquidity amsults of
operations. In some countries, local currenciesat readily converted into Euros or U.S. dol{arsother “hard
currencies”) or are only converted at governmemittadled rates, and, in some countries, the traraffbard
currencies offshore has been restricted from torterie. Very limited hedging transactions are &@e in China to
reduce its exposure to exchange rate fluctuatidmsdate, we have not entered into any hedgingéetions in an
effort to reduce our exposure to foreign currernaghange risk. While we may decide to enter intdgdieg
transactions in the future, the availability anfbefiveness of these hedges may be limited and ayemat be able to
successfully hedge our exposure, if at all. Oueneles as expressed in our U.S. dollar financiéstents will
decline in value iRenminbior Reaisdepreciate relative to the U.S. dollar to the eixtem have revenues in China or
Brazil. In addition, our currency exchange lossey be magnified by PRC exchange control regulattbat restrict
our ability to converRenminbinto U.S. dollars or by Brazilian exchange contegjulations that restrict our ability
to convertReaisinto U.S. dollars.

Unauthorized use of our intellectual property byitt parties, and the expenses incurred in protediour
intellectual property rights, may adversely affemtr business.

We regard our copyrights, service marks, trademar&de secrets and other intellectual propertyritisal to our
success. Unauthorized use of our intellectual gmgpby third parties may adversely affect our bass and
reputation. We rely on trademark and copyright, lamade secret protection and confidentiality agreets with our
employees, customers, business partners and athgrstect our intellectual property rights. Despur
precautions, it is possible for third parties tdaity and use our intellectual property without awitation.
Furthermore, the validity, enforceability and scop@rotection of intellectual property in Interrretated industries
are uncertain and still evolving. In particuldre iaws of the PRC and Brazil are uncertain oratgnotect
intellectual property rights to the same extend@she laws of the United States. Moreover, liiigamay be
necessary in the future to enforce our intellecfwaperty rights, to protect our trade secretoatdtermine the
validity and scope of the proprietary rights of@th Future litigation could result in substantiasts and diversion
of resources.

We may be subject to intellectual property infrirgpent claims, which may force us to incur substartiegal
expenses and, if determined adversely against ustemally disrupt our business.

We cannot be certain that our brands and servidesat infringe valid patents, copyrights or othetellectual
property rights held by third parties. We mayhe future be subject to legal proceedings and sldiom time to
time relating to the intellectual property of othén the ordinary course of our business. In paldr, if we are found
to have violated the intellectual property rightothers, we may be enjoined from using such iettllal property,
and may incur licensing fees or be forced to dgvelternatives. We may incur substantial expemsdsfending
against these third party infringement claims, rdtgss of their merit. Successful infringementrakagainst us
may result in substantial monetary liability or mragterially disrupt the conduct of our business.

If we are not able to attract and retain key managent, we may not successfully integrate the conitédd assets
into our historical business or achieve our otheuginess objectives.

We will depend upon our senior management for agirtess success. The loss of the service of athedfey
members of our senior management may significatglgly or prevent the integration of the contribuasdets and
other business objectives. Our ability to atteadd retain qualified personnel, consultants andsady will be critical
to our success. We may not be able to attractetath these individuals, and our failure to dovsld adversely
affect our business.

We may have additional tax liabilities if tax powihs we have taken in prior years are challenged.

Although the company has not been a substantipbtges to date, our subsidiaries and we are sutgjdeakes in the
United States and various foreign jurisdictionse Bé¢lieve that our tax returns appropriately reéédour tax
liability when those tax returns were filed. Howeyvapplicable tax authorities may challenge oxipi@sitions. Any
successful challenge to one or more of our prioptasitions could result in a material tax lialyilib us or to one or
more of our subsidiaries, including INTAC, for ooiemore prior years.

We could incur asset impairment charges for intabgg assets or other long-lived assets.

We have intangible assets and other long-livedtasgerefore future lower than anticipated finahperformance or
changes in estimates and assumptions, which in wasss require significant judgment, could resuitipairment
charges. We test intangible assets that are dietedrto have an indefinite life for impairment chgithe fourth
quarter of each fiscal year, and assess whethtergaar indicators, such as unfavorable varianaas established
business plans, significant changes in forecagtgults or volatility inherent to external marketsl andustries,
become apparent that would require an interim tasiverse changes in the operating environmentreliated key
assumptions used to determine the fair value ofraigfinite lived intangible assets or declineshia value of our
common stock may result in future impairment
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charges for a portion or all of these assets. dndinber 2012, we recorded an impairment charg8.dfrillion
resulting from abandoning certain projects in oontént and Platform Services business. In Septe@dil, we
recorded an impairment charge of $0.4 million résglfrom our analysis of a triggering event tiedthe strategic
reductions in investment in our China operationketier align expenses to the revenues being gedesithat

time. If any of the assumptions used in the amglgisange in the future, an impairment charge foorion or all of
the assets may be required. In addition, in Deegr2010, we recorded an impairment charge of $@l®m
primarily because of changes in our assumptions #g time and cost required to obtain licensesperate in China
similar to the ones we currently hold. An additibimapairment charge could have a material adveifegteon our
business, financial position and results of operej but would not be expected to have an impacuorcash flows
or liquidity.

Our internal control over financial reporting and or disclosure controls and procedures may not pretall
possible errors that could occur.

A control system, no matter how well designed aperated, can provide only reasonable, not absastirance
that the control system’s objectives will be s#tidf Internal control over financial reporting atidclosure controls
and procedures are designed to give a reasonalease that they are effective to achieve thgeatives. We
cannot provide absolute assurance that all of ossiple future control issues will be detectededéhinherent
limitations include the possibility that judgmeirisour decision-making can be faulty, and thatased breakdowns
can occur because of simple human error or mistake. design of our system of controls is basguhim upon
assumptions about the likelihood of future eveais there can be no assurance that any desigausieed
absolutely in achieving our stated goals undepaténtial future or unforeseeable conditions. Beezof the
inherent limitations in a cost effective controbym, misstatements due to error could occur ahtiendetected.

We are not required to have our independent audéi@ttest to the effectiveness of our internal carisrover our
financial reporting.

The Sarbanes-Oxley Act of 2002 requires public canmgs to have and maintain effective internal acdstover
financial reporting to provide reasonable assuraagarding the reliability of financial reporting@preparation of
financial statements, and have management reviewftactiveness of those controls on an annuatbéé are
required to comply with these requirements, bu &maller reporting company,” as defined by SE@suwe are
not required to have our independent auditorstaibebe effectiveness of our internal controlsromer financial
reporting. As a result, we may not have comparphdeedures in place as compared to other lardaicpu
companies.

Our operations are vulnerable to natural disasteaad other events.

While we believe we have adequate backup systemlade, we could still experience system failunas electrical
outages from time to time in the future, which ebdisrupt our operations. All of our servers aodters are
currently hosted in a single location, which posiés redundancy risk. Although our site is a HAetata center,
which is composed of multiple active power and captistribution paths, has redundant componest&Lilt
tolerant, and provides 99.995% availability, wendd have a documented disaster recovery plan irvibat of
damage from fire, flood, typhoon, earthquake, polss, telecommunications failure, break in or @me¢vents. If
any of the foregoing occurs, we may experiencergpteary system shutdown. If there is significaistwption or
damage to the data center hosting our web semmargbility to provide access to our websites wddd
interrupted. We do not carry any business int¢iongnsurance. Although we carry property inswerour
coverage may not be adequate to compensate u imsses, particularly with respect to loss of iness and
reputation that may occur.

RISKS RELATING TO OUR COMMON STOCK
There is a risk that an active and robust market faur common stock may not be available.

Our common stock is currently listed on the NASDE&&pital Market, a robust exchange with substafitaldity. It
is not guaranteed that an active and robust marikegxist for our common stock. However, if the SRAQ Capital
Market changes its listing requirements or ceas@perate in its current manner, there is no gueeathmat we will
be able to list on another exchange. This coulésdy limit the market liquidity of our stock andudd adversely
affect its price.

Moreover, the market for our common stock will béject to general market economic conditions. hgestocks in
particular have exhibited extreme price fluctuasiamd volume volatility. In the event of adverseramic shifts in
the Internet and Media stock sectors or the stogikeat in general, there is a risk that tradingitiiy in our stock
may not be available.
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The market price of our stock is likely to be vdlatand various factors could negatively affect thearket price ot
market for our common stock.

The market for and price of our common stock cduddaffected by the following factors:

» general market and economic conditit
« our common stock has been thinly traded;
« minimal third party research is available regarding company

The market price of our common stock has been il@|@@articularly in the recent stock market turinand is also
based on other factors outside of our control.

The concentration of our stock ownership may linnitdividual stockholder ability to influence corpota matters.

HowStuffWorks, a subsidiary of Discovery, benefilsiawns a significant percentage of our outstagdiommon
stock and is a party of a stockholders’ agreem@&he stockholders’ agreement entitles HowStuffWddkdesignate
nominees to our Board of Directors. As a resuiécbvery may have the ability to influence our ngeraent and
affairs and determine the outcome of matters subdhib stockholders for approval, including thecgtn and
removal of directors, amendments to the chartemayal of equity-based employee compensation pansany
merger, consolidation or sale of all or substalytiall of our assets. The interests of Discovary ds affiliates may
materially conflict with the interests of other ckbolders. For as long as they exert a signifigafuence over our
business affairs, they will have the ability to saws to take actions that may be adverse to theestis of other
stockholders or inconsistent with other stockhatvestment objectives.

Digipac, an entity associated with our Chairman @heef Executive Officer, holds approximately $6lion of
convertible notes made by the Company, which ifveored would result in a Digipac owning a signifita
percentage of our outstanding common stock. Assalt, Digipac may have the ability to influence owanagement
and affairs and determine the outcome of mattdsmgited to stockholders for approval, including gection and
removal of directors, amendments to the chartema@l of equity-based employee compensation pdansany
merger, consolidation or sale of all or substalytiall of our assets. The interests of Digipac @sdffiliates may
materially conflict with the interests of other stholders. In the future, Digipac may have thditgttio cause us to
take actions that may be adverse to the interésither stockholders or inconsistent with othecktmlders’
investment objectives.

Two of our stockholders also have substantial Shaare investments, and potential conflicts of intste could
harm us.

Jeff Arnold, a member of the Board of Directorsiluiine 2010 and former Chief of Global Digital &gy for
Discovery, the parent company of HowStuffWorks gitgr with Discovery beneficially own approximatéf% of
our common stock at December 31, 2012. Both Mnokt and Discovery own significant interests in
Sharecare. Mr. Arnold and a representative of @isty serve on the Board of Directors of Sharecamd,Mr.
Arnold is also Chairman and Chief Executive OffioéSharecare. As a result, Mr. Arnold and Discgveave the
ability to significantly influence and manage ttitas of both Remark Media and Sharecare and deter the
outcome of matters submitted for approval to stotdkérs of each company. If Remark Media and Slaaest
interests diverge, there is a risk that Mr. ArnotdDiscovery will favor actions by Sharecare that adverse to
Remark Media.

The concentration of our stock ownership, as wedl aur Amended and Restated Certificate of Incorptoa,
Amended and Restated Bylaws, stockholders agreerardtDelaware law contain provisions that may madqar
acquisition more difficult without the approval afur board of directors, which could discourage, dglor prevent
a transaction involving our change of control.

As of December 31, 2012, Discovery owned approxgatl % of our outstanding shares of common stbakugh
its HowStuffWorks subsidiary. As a result, it wik difficult for our other stockholders to appravéakeover of us
without the cooperation of Discovery.

Furthermore, our Amended and Restated Certifichtleaorporation and Amended and Restated Bylawsaiommnti-
takeover provisions, including but not limited ke tfollowing provisions:

« only our Board of Directors may call special megsiof our stockholdel

» our stockholders may take action only at a meeadingur stockholders and not by written cons

« we have authorized undesignated preferred stoektetims of which may be established and sharesich
may be issued without stockholder approval;
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« SEC Rule 148 requires that we receive notice of stockholdeppsals at least 120 days prior to the da
our proxy statement for the previous year's anmugdting or we do not have to include them in ooxpr
materials; and

« for stockholder proposals not requested to be dedun our proxy materials under Rule 14a-8, welireq
advance notice of not less than 60 nor more thaate98 prior to a meeting for the proposal to beoohiced
and considered.

In addition, the stockholders agreement gives Hof#dtorks the right to designate nominees to ourrdaH
Directors.

These anti-takeover defenses could discouragey delarevent a transaction involving a change ot of us.
These provisions could also discourage proxy ctstasd make it more difficult for individual invess and other
stockholders to cause us to take other corporditenadndividual investors and other stockholdegsice.

Section 203 of the Delaware General Corporation @y also delay, defer or prevent a change in obtitat our
stockholders might consider to be in their besriggt. We are subject to Section 203 of the Dalaviéneral
Corporation Law which, subject to certain excepgigorohibits “business combinations” between aiplybheld
Delaware corporation and an “interested stockhgladnich is generally defined as a stockholder volegomes a
beneficial owner of 15% or more of a Delaware coasfion’s voting stock for a three-year period fallog the date
that such stockholder became an interested stag&hoBSection 203 could have the effect of delayitajerring or
preventing a change in control of us that our dtotdkers consider to be in their best interest.

Resales of our common stock and additional obligais to issue our common stock may cause the mapkiee of
our stock to fall.

As of December 31, 2012, there were approximatdl§¥,744 shares of our common stock outstandimd) pptions
and warrants to purchase another approximately488%hares outstanding. At December 31, 2012 |seehad
reserved an additional 373,049 shares for futweeaisce under our equity compensation plans. Regalatstanding
shares or issuance of new shares could depregsafket price for our common stock.

If we fail to meet all listing requirements, we ntiggnot be able to remain listed on The NASDAQ Stddlarket.

In September 2009, we received a notice from Th&NAQ Stock Market indicating that we no longer cdiegh
with the continued listing requirement that ourrsiseof common stock maintain a minimum closinggide of
$1.00. In response, we conducted a reverse spiitlasd regained compliance with continued liststgndards. In
March 2010, the Company received a notice from NASDAQ Stock Market indicating that we were not in
compliance with the continued listing requiremédnattthe publicly held shares of the Company, wisatalculated
by subtracting all shares held by officers, direstor beneficial owners of 10% or more from thaltshares
outstanding, maintain a minimum market value 00$8,000. In July 2010, the Company received aadtom
The NASDAQ Stock Market indicating that it had ragal compliance with this rule. In April 2011, Rark Media
received notification from the NASDAQ Stock Marlkedlicating that the Company no longer complied it
requirements for continued listing on the NASDAQKHI Market because the Company’s stockholderstebas
fallen below $10 million as reported on our AnnRaport on Form 10-K for the year ended December 31,
2010. The Company’s stockholders’ equity as ofdbelger 31, 2010 was $8,775,882. The Company wawedl
until May 19, 2011, to submit a plan to NASDAQ &gain compliance. Rather than submit a plan, wetedeto
move our listing to the NASDAQ Capital Market. Gatockholders’ equity as of December 31, 2011 was
$2,693,183. Our stockholders’ equity as of Decandie 2012 was $2,777,105 . However, there camobe
assurance that we will be able to continue to fyatti® requirements to maintain a continued listimgThe
NASDAQ Capital Market.

On November 15, 2012, the Company received a nbtoe The NASDAQ Stock Marketing indicating that we
longer complied with the majority independent boguirement nor the Audit Committee member requéet, due
to the resignations of two board members. In rnasppthe Company asked for an extension in whicohaply with
the requirements. On January 7, 2013, Remark Medgived notification from the NASDAQ Stock Market
indicating that the Company was granted an extensiil May 14, 2013, to regain compliance with tomtinued
listing rules by appointing two independent diresttm its Board of Directors, who will also be apyed to the
Audit Committee.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

Our corporate headquarters are located at Six Qwsed?arkway, Suite 1500, Atlanta, Georgia, 303&2Bi¢h
consists of approximately 12,000 square feet afddaspace. We also have locations in Las Vegasds, which
consists of approximately 10,915 square feet afddaspace, and Miami, Florida, which consists pfaximately
1,790 square feet of leased space. We do not awneal property. We believe that our existinglfaes are
adequate to meet our needs in the near term.

As of December 31, 2012, our total remaining leztslggations were approximately U.S. $1 .0 millidie lease
obligations are associated with a lease agreeroeouf headquarters, which will terminate in 2016.

ITEM 3. LEGAL PROCEEDINGS

We are not subject to any material pending legat@eding, nor are we aware of any material threatetaims
against us.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART Il

ITEM 5. MARKET FOR THE REGISTRANTS COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock has been traded on the NASDAQt&ld@arket under the symbol “MARK” since January 3,
2012, following the change of our corporate namRemark Media, Inc. Previously, our common stoeki¢d under
the symbol “HSWI” on the NASDAQ Global Market fro®ctober 2, 2007, until May 30, 2011, and on the
NASDAQ Capital Market from May 31, 2011 until Janp&, 2012. The following table sets forth the hayid low
sales prices of our common stock, as reported ®NtSDAQ Capital Market. See Note 8, “Stockholtd&muity”

of the notes to the financial statements incluatetthis report.

High Low
Year ended December 31, 2012
First Quarter $ 6.15 $ 6.02
Second Quarter 3.58 3.40
Third Quarter 1.95 1.66
Fourth Quarter 1.74 1.53
Year ended December 31, 2011
First Quarter $ 425 $ 2.52
Second Quarter 6.41 2.68
Third Quarter 5.99 241
Fourth Quarter 3.74 2.00

Holders of Record

As of April 9, 2013, the last sale price of ounmoon stock on the NASDAQ Capital Market was $2.&0ghare.
As of April 9, 2013, there were approximately X38ckholders of record.

Dividend Policy

We have neither paid nor declared dividends orcoormon stock since our inception and do not plapetp
dividends in the foreseeable future. Any earnthgs$ we may realize will be retained to finance grawth.

Equity Compensation Plans

The information required by Item 5 of Form 10-K aeding equity compensation plans is incorporatedihdy
reference to “Item 12. Security Ownership of GearBeneficial Owners and Management and RelatedkBtider
Matters.”

ITEM 6. SELECTED FINANCIAL DATA

We are a smaller reporting company; as a resulareeot required to report selected financial dielosures as
required by Item 301 of Regulation S-K.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

The following Management’s Discussion and Analydisur Financial Condition and Results of Operatishould
be read in conjunction with the condensed constdifinancial statements and notes thereto incladgoiart of this
Form 10-K. Our disclosure and analysis in thisoreponcerning our operations, cash flows and fimrposition,
including, in particular, the likelihood of our @&ss in expanding our business, the likelihooduofsniccess in
achieving the desired benefits from the Banks.coengdr and our assumptions regarding the regulaovironment
and international markets, include forward-lookstgtements. Statements that are predictive ir@attat depend
upon or refer to future events or conditions, @t fhclude words such as “expect,” “anticipateriténd,” “plan,”
“believe,” “estimate,” “may” and similar expressmare forward-looking statements. Although theéatements are
based upon reasonable assumptions, they are stibjésits and uncertainties. These forward-loolstagjements
represent our estimates and assumptions only the afate of this filing and are not intended toegivy assurance as
to future results. As a result, undue relianceughoot be placed on any forward-looking statemeht®&e assume no
obligation to update any forward-looking statemeateseflect actual results, changes in assumptiorchanges in
other factors, except as required by applicablar#ges laws.
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Business Overview and Recent Developments

Remark Media, Inc. (“Remark Media” or the “Compahig’a global digital media company focused on tpiag,
owning and operating next-generation digital platfs that combine traditional web publishing andaaoedia,
with the goal of revolutionizing the way people mdaand exchange information over the Internet.

The Company’s international emerging market braBd&/enWang (bowenwang.com.cn) and ComoTudoFunciona
(hsw.com.br), provide readers in China and Braii whousands of articles about how the world adbtirem works,
serving as destinations for credible and easy-ttetstand reference information. Remark Media istt@usive
digital publisher in China and Brazil for translkateontent from HowStuffWorks.com, a subsidiary aéd@very
Communications, and in China for certain conteotfiworld Book, Inc., publisher of World Book Encgpkdia.
The Company’s website services business seekgaébecinnovative content and platform solutionddading media
and entertainment companies as well as Fortund&0@s and boutique businesses. The solutionsahgény
offers center on helping clients generate valué e objective of maximizing content utilizati@nhancing online
engagement and customer experience and by driviligeoand offline actions. Remark Media is als@aniding
partner and developer of the U.S.-based produateshee, a highly searchable social Q&A healthctatfqrm
organizing and answering health and medical questibhe Company generates revenue primarily threeghice
and licensing fees as well as online advertisifdgssan its owned and operated websites.

The Company was incorporated in Delaware in Ma@®62and is headquartered in Atlanta with additional
operations in Las Vegas, Miami, Beijing and Saol®au

On December 30, 2011, the Company changed its tmRemark Media, Inc. The name Remark Media refldee
Company’s continued dedication to rich, high-qyadibntent, its commitment to deep social media gagent, and
its core belief that uniting remarkable content eearkable people leads to value-added excharigefoomation
and enriched connections with otherfhe Company amended and restated its Certificaliecofporation with the
Delaware Secretary of State to reflect its namegba Effective January 3, 2012, the ticker synibothe
Company’s common stock traded on the NASDAQ Capiiatket changed from “HSWI” to “MARK”, and the
CUSIP for the Company’s common stock changed fré6131N104" to “75954W107".

On February 27, 2012, the Company entered intaidieg equity financing agreements with accredaed
institutional investors to raise funds in the amoofr4.25 million through a private placementcbmnection with
the transaction, the Company issued to investarsyan stock priced at $4.50 per share. Investowsratseived
warrants to acquire shares of common stock at arcise price of $6.81 per share, in the amoun6é6 »f the
number of shares of common stock that the investorshased. On February 29, 2012, the Companyvent&4.25
million in cash and issued to the investors a tot&l44,777 shares of common stock and warrardsdaire an
additional 236,194 shares of common stock.

On February 26, 2012, the Company entered int@egeanent and plan of merger with Banks.com, Inc.
(“Banks.com”), pursuant to which Banks.com becamally owned subsidiary of Remark Media (the “Bardom
Merger”). Banks.com is a leading financial servipestal operating a unique breadth and depth afnfaial products
and services. Upon the closing of the merger oe 28) 2012, Remark Media issued approximately B82shares
of Common Stock to the shareholders of Bank.coos $B00,000 in cash, as consideration for the mefdso, on
the effective date of the merger, the Company $aRil,250 in settlement of a promissory note inatm®unt of
$125,000, which matured on June 28, 2012 and telatpaid interest.

On November 13, 2012, the Company entered intanacgs Agreement with TheStreet Inc. (Nasdaq: TST)
(“TheStreet”) in which Remark Media granted The8tren exclusive right to sell and serve advertiseraad e-
commerce on certain of Remark Media’s personahfieavebsites. TheStreet will also support the websiy
providing personal finance content, various prommoand advertisements on TheStreet's websitesmamkieting
support. The Company expects the agreement togeatileast $0.9 million over the initial term bétagreement.
The Company had a receivable from TheStreet of $llbn at December 31, 2012, which was includegiepaid
and other assets in the accompanying consolidatiedide sheet.

On November 23, 2012, the Company entered into&@illion Term Loan Agreement, at a 6.67% annotdriest
rate with a lender controlled by and in part owbgdMr. Kai-Shing Tao, the Company’s Chairman ande€h
Executive Officer. Mr. Tao has been a directothef Company since 2007. The Term Loan is secwed b
substantially all the tangible and intangible aseéthe Company, excluding its shares of commooksof
Sharecare. The principal and accrued interestruthdelrerm Loan Agreement is convertible into Comnstock of
the Company at the rate of $1.30 per share, widphesents an approximately 33% premium to the geerknsing
prices of the Company’s common stock for the teysdaior to entrance into the agreement and anoxppately
53% premium to the closing price of the Compangisimon stock on the day of entrance into the agraenihis
Term Loan Agreement was approved by the Audit Caeiof the
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Board, which believes the related party transactias negotiated as an arms-length transaction.fulhealance is
due November 2014.

On March 29, 2013, Remark Media acquired Pop FactdrC, the owner and operator of Bikini.com, aithjbeach
lifestyle brand providing websites, branded mercliss and mobile content, for total cash considmmadf
$2,375,000. In connection with the purchase, weefounders, who had remained executives of PopoRgentered
into one year employment agreements with Pop Faetod noncompetition agreements with the Company.

On April 2, 2013, the Company entered into a $4ildan Senior Secured Convertible Promissory Note
(“Promissory Note”), at a 6.67% annual interese far the first year and 8.67% for the second ywiéh a lender
controlled by and in part owned by Mr. Kai-ShingoT the Company’s Chairman and Chief Executive @fficThe
Promissory Note is secured pursuant to the Ternm lAgareement detailed above, as amended by Amendment
Number One (“Amendment”) to that Term Loan Agreemdated April 2, 2013. The principal and accrugdrest
under the Promissory Note is convertible into Comr8tock of the Company at the rate of $2.00 pereshehich
represents an approximately 11% premium to theageeclosing prices of the Company’s common stockife ten
days prior to entrance into the agreement and proapnately 8% premium to the closing price of ©@mpany’s
common stock on the day of entrance into the ageeénThis Promissory Note and Amendment were ajgat by
the Audit Committee of the Board, which believes thlated party transaction was negotiated asras-kngth
transaction. The proceeds from this PromissoneNatd Amendment was used to acquire Pop Factoryiiruke
used to fund future acquisitions and the ongoingrafions of the business, in conjunction with rexegrowth in the
Brands segment. The full balance is due April 2015

Our Strategy

During 2012, we focused on the development and tir@fvour personal finance digital media vertic#e launched
DimeSpring, a new website combining high-qualitgdible content with an expert community, and acqui
Banks.com, Inc., which brought us the portfoligpefsonal finance properties including Banks.cong.tem,
FileLater.com, and MyStockFund.com. In an efforaccelerate awareness and revenue growth ofesupersonal
finance businesses, on November 13, 2012, we ehigia strategic partnership with TheStreet.com.

In 2013, we are focusing on creating an 18-to-3a yéd lifestyle digital medial vertical, and comneed the
development in March 2013 with the acquisition opAFactory, the owner and operator of Bikini.covie intend to
redevelop the brand and website, and continuedoiscother complimentary digital media properties.

Our Operations
Domestic

Brands. In September 2012, we launched DimeSpring.cothSa-focused personal finance website that intéads
utilize rich content and advice from a wide arrdypfessionals to build a community of people iagted in
managing life’'s financial hurdles and opportuniti®@meSpring.com is part of a larger product sggtto leverage
our experience and expertise to create leadingn@¢isin websites that offer a dynamic online exgece around a
given topic with access to relevant content angesulmatter experts. The Banks.com merger was safidéy
completed on June 28, 2012. Assets obtained thrthegyBanks.com Merger complement DimeSpring anese
build a network of personal finance digital medissinesses. These include Banks.com, the US TaeCant
www.irs.com , FileLater, and MyStockFund. We conog to invest in technology and product develamree
support this initiative, and more recently havesegd into a services agreement with The Streettocsacelerate
consumer awareness and revenue growth of these site

Content and Platform ServicesOur agreements with Sharecare and Discoveryexj December 2011, and while
we entered into new service agreements, revenaestirese agreements were not significant. We dantend to
expand our services business, while we contindedas on developing the personal finance and 184tgear old
lifestyle verticals in our Brands business.

Sharecare InvestmentAlthough Remark Media is no longer providingwegs for Sharecare, the Company
maintains equity ownership in the venture. As etBmber 31, 2012, we own approximately 10.8% of&fzae’'s
common stock and had representation on Sharedavets of directors. Through November 30, 2012 Company
accounted for its equity interest in Sharecare utiteequity method of accounting. Under this rodthhe
Company recorded its proportionate share of Shegtcaet income or loss based on Sharecare’s fiaanc

results. As of December 1, 2012, the Company méwélde cost method of accounting due to a lowecgrgage of
ownership (10.8% as of December 1, 2012), nongpation in policy-making processes, and limitedséxnce of
technology dependency. Remark Media owned appiateiiyn 10.8% of the outstanding common stock of &tene
as of December 31, 2012.
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International

During 2011, we implemented certain cost-savingasuees in our Brazil and China operations in cotimeaevith a
strategic shift towards operations in the Uniteat&t. We believe that the value of our internatiasaets will be
recognized over a longer-term horizon, as onlinggtsing markets develop for Brazil and China #melwebsites’
traffic fundamentals improve. In the near term,lvedieve our resources can be better applied tolojeiwg and
establishing new brands and expanding our serbigsifiess in the United States; and as a resulipnanaging our
costs in Brazil and China while evaluating our appoities.

ComoTudoFunciong http://hsw.com.b} is Brazil's online source for credible, unbiaget easy-to-understand
explanations of how the world actually works. Rmtuguese-language site is the exclusive digithligher in
Brazil of translated and localized content from lgeding Discovery Communications brand HowStuffgomand is
published from Remark Media’s S&o Paulo operatidig. recognized approximately $0.07 million andl$®illion
of revenue from Brazil during the twelve months eshibecember 31, 2012 and 2011, respectively. Beztnues
and operating results are included in the Brangdsrtang segment. We do not expect to see major trawour
Brazil operations in the near term unless we irggéavestment in the brand.

BoWenWang( http://www.bowenwang.com.gris an information and reference website that joles China with
encyclopedic knowledge and easy-to-understand eaptms of how the world works. The website islmiied
from Beijing in the Chinese language. Launchediune 2008BoWenWandeatures a combination of original
content authored by the Company, translated aradifed articles from the leading Discovery Commatimns
brand HowStuffWorks, and content from World Boakg.l Revenue generated from the operations basgtina
was approximately $0.003 million and $0.03 milliduring the twelve months ended December 31, 2082641,
respectively. We performed an impairment assessaoidhe license to operate in China, which isratefinite-lived
intangible asset. As a result of the assessmenteworded an impairment loss of $0.4 million im statement of
operations for the third quarter ended Septembg2@D1. China revenues and operating results ahleded in the
Brands reporting segment. We do not expect to sgerrgrowth in our China operations in the neamtenless we
increase investment in the brand.
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Results of Operations — Year Ended December 31, 20Compared to Year Ended December 31, 2011

The following table sets forth our consolidatedutessof operations for the years ended DecembeP@12 and 2011.

December 31, 201. December 31, 201.

Operating revenue

Brands $ 500,890 $ 140,702
Content and platform services from affiliates - 4,851,224
Total revenue 500,890 4,991,92¢

Operating expense:

Sales and Marketin 91,467 19,225
Content, technology and developm 75,720 3,187,37¢
General and administrative (including stock-basampensation 6,150,26¢ 5,900,771

expense of $826,008 and $615,367 in 2012 and 284fectively)

Impairment Loss 412,979 381,000
Depreciation and amortization 232,574 220,327
Total operating expenses 6,963,00¢ 9,708,70z
Operating loss (6,462,119 (4,716,776

Other income

Other expense (64,838 (123,480
Other income 12,970 6,769
Total other income (51,868 (116,711
Loss from operations before equity in loss of equitmethod (6,513,987 (4,833,487
investment
Change of interest gain of eqi-method investmer 2,494,99( 407,376
Proportional share in loss of eqi-method investmer (2,948,20€ (2,473,659
(453,216 (2,066,283
Loss before benefit from income taxe (6,967,203 (6,899,770
Income tax (benefit) expen 1,531 (95,250
Net loss $ (6,968,734 $ (6,804,520

Net loss per share
Net loss per share, basic and dilu $ (.05 $ (1.26

Basic and diluted weighted average shares outstamdj 6,605,56: 5,416,10¢
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Segment Data

We monitor and analyze our financial results oegnsent basis for reporting and management purpasgsesented
in Note 5 to the accompanying condensed consotidatancial statements. Operating segments argponents of
an enterprise about which separate financial inftion is available that is evaluated regularly y thief operating
decision maker, or decision-making group, in degdiow to allocate resources and assess performance

Our Brands segment consists of our websites iniBaad China and generates revenues from advestisesed in the
respective countries. This segment also includedtisinesses acquired through the recent Bankssaaequisition
completed on June 28, 2012. The operating regultservices performed under the Sharecare ancbizésg
services agreements are included in the ContenPtaifbrm Services segment.

Revenues

For the twelve months ended December 2012 and 2¢4 §ienerated revenue of $0.5 million and $5.Ciomill
respectively, of which 100% was generated fromBrands segment for 2012 and 97% was generateddmmm
Content and PI atform services segment for 20IHe decrease in revenue is primarily attributabléhée elimination
of the services provided to Sharecare and Discodering 2012 as compared to 2011 , as the seragezments
with Sharecare and Di scovery concluded in Decer@dgi, and we did not renew or enter into new agesds in
the Content and Platform segment. Sharecare aswbi@ry are related parties and the related regeameeincluded
in our consolidated statements of operations uGdetent and Platform Services from affiliates.

Our Brands segment is comprised of revenue gemefiai our owned and operated websites, including
international website businesses based in BradilGitina. Revenue generated on the two websitet® nglenarily to
paid-for-impression and pay-per-performance ads.

Also, pursuant to closing of the Banks.com mergedune 28, 2012, we recorded $ 0.4 million of Bartk®
revenues in our statements of operations for tlhe geding December 31, 2012.

Sales and Marketing

We have been and will continue to focus on salésnaarketing to support our growth initiatives. @giforward, for
our domestic assets, we are participating in aegffimadvertising sales partnership with The Str&satles and
marketing expenses were $91 thousand and $19 thdésathe years ended December 31, 2012 and 2011,
respectively.

Content, technology and development

Content, technology and development expenses iach@ ongoing third-party costs to acquire origoitent,
translate and localize content for our Brands seqitem English to Portuguese and Chinese, asasgatiosts of
designing and developing our products as well ageses to support our Content and Platform Sergiegsent
including labor, content and third party platforopport services. Content, technology and developmepenses
were $0.08 million and $3.2 million for the yeaersded December 31, 2012 and 2011, respectivelye. dEcrease is
re lated to web developments costs, in additicthéodecrease in the services provided to customehng content
and platform services segment.

General and Administrative Expenses

Our total general and administrative expenses w62 million and $5.9 million for the years end2ecember 31,
2012 and 2011, respectively. The increase wasgpilijrdue to an increase in personnel expensedeaailidies
expense. As discussed in Iltem 1 above, the Comipaniyaken steps to reduce costs, including peetaosts,
which were realized in the later part of 2012 arilillve realized going forward.

Impairment Loss

Impairment loss was $0.4 million in each of thergeanding December 31, 2012 and 2011. The loghéoyear

ended December 31, 2012 was due to the Compangislabhment of certain projects in the Content aatfétim
Services business.
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Depreciation and Amortization

Depreciation and amortization expense was $0. Bomifor each of the years ended December 31, 202
2011. The expense in the year ended Decembe022,\®as due to amortization from the Banks.com iadtpn,
offset by a decrease in depreciation.

Interest Expense

Interest expense for the year ending December@Il2 and 2011 was $65 thousand and $123 thousamate
ively. These amounts reflect the amortizationetftdssuance costs in connection with our revolireglit facility
entered into in March 2011 which expired in Mar€i2. The debt issuance costs were fully amortizébde first
quarter of 2012.

Loss from Equity-Method Investments and Change ofriterest Gain

We accounted for our investment in Sharecare utihdeequity method of accounting through Novembédr220in
December, the Company moved to the cost methodaafusmting (see Note 2). Under the equity methoouth
November 2012, we recorded a loss of $0.4 millibor the year ended December 31, 2011, we recadiess of
$2.1 million. These losses represent our shardare®are’s loss during those periods, which wasebffy the
change in interest gain.

Liquidity and Capital Resources

Our cash balance was approximately $1.4 millionfd3ecember 31, 2012, a decrease of approximately ®illion
over our cash balance as of December 31, 2011.

On November 23, 2012, the Company entered inta&$ilion Term Loan Agreement, at a 6.67% annotgriest
rate with a lender controlled by and in part owbgdMr. Kai-Shing Tao, the Company’s Chairman ande€h
Executive Officer. Mr. Tao has been a directothef Company since 2007. The Term Loan is secwed b
substantially all the tangible and intangible aseéthe Company, excluding its shares of commooksof
Sharecare. The principal and accrued interestrithdelerm Loan Agreement is convertible into Comnstock of
the Company at the rate of $1.30 per share, widphesents an approximately 33% premium to the geerknsing
prices of the Company’s common stock for the teysgaior to entrance into the agreement and anoxppately
53% premium to the closing price of the Compangisimon stock on the day of entrance into the agraenihis
Term Loan Agreement was approved by the Audit Catesniof the Board, which believes the related party
transaction was negotiated as an arms-length twtiosa The full balance is due November 2014.

On April 2, 2013, the Company entered into a $4ildan Senior Secured Convertible Promissory Note
(“Promissory Note”), at a 6.67% annual interest fat the first year and 8.67% for the second yw#h a lender
controlled by and in part owned by Mr. Kai-ShingoT the Company’s Chairman and Chief Executive @fficThe
Promissory Note is secured pursuant to the Ternm lAgareement detailed above, as amended by Amendment
Number One (“Amendment”) to that Term Loan Agreemdated April 2, 2013. The principal and accrugdrest
under the Promissory Note is convertible into Comr8tock of the Company at the rate of $2.00 pereshvehich
represents an approximately 11% premium to theageeclosing prices of the Company’s common stockife ten
days prior to entrance into the agreement and proapnately 8% premium to the closing price of ©@mpany’s
common stock on the day of entrance into the ageeéniThis Promissory Note and Amendment were ajgat by
the Audit Committee of the Board, which believes thlated party transaction was negotiated asras-Emngth
transaction. The proceeds from this PromissoreMatd Amendment will be used to fund future actjoiss and the
ongoing operations of the business, in conjunatith revenue growth in the Brands segment. Thiebfalance is
due April 2015.

Finally the Company has taken steps to reduce tipgreosts, primarily payroll through a reductionheadcount
that had previously been focused on its ContentRdatiorm Services business, which will result idegline in
annual salary expense of approximately $1.2 millitme Company will continue to evaluate other opjdities to
control costs.

The Company intends to fund its future operatidmsugh a combination of revenue growth in its Baedgment,
particularly its personal finance properties. Aitgtially, the Company is actively engaged in evahgafuture
acquisitions to provide revenue growth and the shteertain non-core assets to provide capital.

After receipt of funding of the Promissory Notefseft by the acquisition of Pop Factory, the balasfogash and cash
equivalents would be approximately $2.4 million hlaese occurred as of December 31, 2012. The Contpn
incurred net losses and generated substantialimegatsh flow from operations in 2012 and in eastdl year since
its inception and has an accumulated deficit of55B0million as of December 31, 2012. The Complaey minimal
revenues in 2012 due to the termination of cedgieements in the Content and Platform Servicemneegat the
end of 2011 and its transition to owning and opegats own digital media properties. Since thiatet, the Company
has been focused on building and acquiring wholiped digital media properties for its Brands segmen
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We consistently monitor our cash position, and maerational changes as necessary to maintainusimeéss
objective of funding ongoing operations and relageavth. The decrease in cash is primarily dutaéouse of cash
to fund our operating and investing activities luging website development costs and the acquisdafBanks.com,
offset by the proceeds provided through the eduitgling completed in February 2012 and debt fundimgpleted
in November 2012.

Absent any acquisitions of new businesses or thenmincrease in expectations from its existingtomers, current
revenue growth may not be sufficient to sustainGbenpany’s operations in the long term. As sucé,Gompany
may need to obtain additional equity financing andiivest of certain assets or businesses, neth&hich can be
assured on commercially reasonable terms, if atreiddition, any equity financing that might Hetained would
substantially dilute existing stockholders. Thisrao certainty that the Company will be succesafuhising capital,
nor is there certainty around the amount of fuh@s nay be raised. In addition, the success o€tirapany will be
subject to performance of the markets and investotiment regarding the macro and micro economiditions
under which we operate including stock market viitiat There can be no assurance that the Compathypev
successful at generating more revenues or seltiggaits assets. Any failure by the Company tocesgsfully
implement these plans would have a material adeffeet on the Company’s business, including thesjide
inability to continue operations.

Based on the Company’s current financial proje&javhich incorporates the Services Agreement wittSkreet, the
new Term Loan Agreement and Promissory Note, aadedtuctions in expenses, all discussed above&;dhgany
believes it has sufficient existing cash resoutodsand operations through December 2013. Howqueijecting
operating results is inherently uncertain. Antitgd expenses can exceed those that are projaatkdevenue under
TheStreet Agreement could be delayed or not mgeatations. Accordingly, the Company’s cash resssioould

be fully utilized prior to December 2013.

The table below summarizes the change in our stateof cash flows for the years ended Decembe?2@12 and
2011:

Year Ended December 3

2012 2011
Net cash used in operating activit $ (4,949,938 $ (2,952,840
Net cash provided by/used in investing activi (824,238 (323,639
Net cash provided by/used in financing activi 5,598,00¢ (20,000
Net decrease in cash and cash equiva $ (176,170 $ (3,296,479

Cash flows used in operating activities

The net cash used in operating activities was Bll®n for the year ended December 31, 2012 comgpén $3.0
million for the year ended December 31, 2011. ifhleecase is primarily due to a major decreasewemues, offset
by a decrease in content, technology and developexgrense and the change in interest gain.

Cash used in investing activities

During the year ended December 31, 2012, the st esed in investing activities was $0.8 milliomgzared to $0.3
million for the year ended December 31, 2011. iflceease in cash used in investing activities fat2primarily
due to the payment o f the cash consideration & 0ilion related to the Banks.com’s acquisitimamsummated on
June 28, 2012 and $0.5 million in addition to intdly developed software .

Cash flows from financing activities

For the year ended December 31, 2012, the netprasided by financing activities was $5.6 milliomhich
primarily consisted of the net cash proceeds @ #3llion provided through the equity financingrisactions
completed in February 2012, and the cash procde$is.® million provided by the convertible notedimcing in
November 2012. For the year ended December 31, 2@t cash used in financing activities was $@o@&on
which was related to payments of debt issuances cekdtted to our revolving credit agreement. .

Critical Accounting Policies
Our discussion and analysis of our financial caaditind results of operations are based upon mgotidlated

financial statements, which have been prepareddardance with accounting principles generally ptet in the
United States. W
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believe that our critical accounting policies, newe recognition, stock-based compensation and lisad-assets
including goodwill, equity investments, and othatiangible assets may involve a higher degree afmeht and
complexity.

Revenue Recognition

We recognize revenue when the service has beeidprhithe fees we charge are fixed or determinatdeand our
advertisers understand the specific nature andstefrthe agreed-upon transactions, and collectglslireasonably
assured.

We recognize revenue from our owned and operatédives as visitors are exposed to or react to didearents on
our website. We generate revenue from advertisitige form of sponsored links and image ads. Trtkides both
pay-per-performance ads and paid-for-impressiordiding. In the pay-per-performance model, wa eavenue
based on the number of clicks associated with adgin the paid-for-impression model (sponsorshigs)enue is
derived from the display of ads. These revenueslassified within our Brands segment.

We recognize advertising revenue from the ServigeeAment with TheStreet in the period it is earned.

We recognize content and platform services revantige time services are performed. All of our R8&rvices
revenue is related to the design, developmentjrigpand other services required to launch and ¢péha Sharecare,
DailyStrength and Ask Dr. Oz websites through dted activities and management of third-party vasdWe also
recognize content and platform services revenueediain projects using a percentage of completiethod. Sales
are calculated based on the percentage that tdtd mcurred bear to total estimated costs at tetiop. These
revenues are classified within our Content andfétait services segment.

Stock-Based Compensation

Under the 2006 Equity Incentive Plan adopted Ap3il 2006, and the 2010 Equity Plan adopted Jun2dH), as
modified on December 30, 2011 (the “Plans”), RenMddia authorized a total of 1,325,000 shares fanggas part
of a long-term incentive plan to attract, retaid amotivate its eligible executives, employees,c&ffs, directors and
consultants. Options to purchase common stockrithéePlans have been granted to our officers amuayees
with an exercise price equal to the fair marketigadf the underlying shares on the date of gradiditionally in
2009, 2010, 2011 and 2012, we granted restrictatesho certain members of our Board of Directos a

executives . As of December 31, 2012, no opti@wetbeen exercised under the PlanWe recognize expense
based on the fair value of our stock-based compiensawards.

We have elected to use the Black-Scholes optidosgrmodel to determine the grant date fair valfistock option
awards. We measure stock-based compensation bashd fair values of all stock-based awards ordttes of
grant, and recognize stock-based compensation egpesing the straight-line method over the vesting

periods. Stock-bas ed compensation expense wasriilion and $0.6 million for the years ended Dabter 31,
2012 and 2011, respectively.

Impairment of Property and Equipment

Property and equipment is tested for impairmentnelrer events or changes in circumstances indibatats
carrying amount may not be recoverable. Such eviantude significant adverse changes in the basieémate, the
impact of significant customer losses, unanticigatierrent period operating or cash flow lossesdasted
continuing losses or a current expectation thatsaet group will be disposed of before the endsaiseful

life. Recoverability of property and equipmentrigasured by a comparison of the carrying amourftgtioe net
undiscounted cash flows the assets are expectpeherate. For purposes of recognition and measneof an
impairment loss, property and equipment are growyddother assets at the lowest level for whiabnitfiable cash
flows are largely independent of the cash flowstber assets. In December 2012, the Company abeddertain
software development projects associated with @istént and Platform Services business. As a rgheltCompany
recorded a $0.4 million impairment charge in therfio quarter of 2012.

Impairment of Investments

Investments are reviewed to determine if evente leurred which would indicate that a decreasaine has
occurred which is other than temporary. Eviderfce loss in value might include, but would not resaily be
limited to, absence of an ability to recover theryiag amount of the investment or inability of tilvestee to sustain
an earnings capacity that would justify the camgygimount of the investment. We monitor our assetpdtential
impairment on an ongoing basis. No impairment ghdras been recognized on our investment balasoafs a
December 31, 2012 or 2011.

Goodwill and Indefinite-Lived Intangible Assets Impairment

As of September 30, 2011, and in light of the madoaditions and the cost savings measures implerden the
Compan’s operations in China, the Company performed amimpent analysis of its indefin-lived intangible



asset which
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is a license to operate in China. The Company tisedost approach to estimate the fair value. Tom@ny
considered the inputs in this assessment to bel Bewethe fair value hierarchy. As a result of thissessment, the
Company determined that the intangible asset wpained and recorded in the Company’s statemenpefations
for the third quarter 2011 an impairment charg&@®# million .

In December 2012, the Company performed a qual@assessment of the carrying value of goodwilliaddfinite-
lived intangible assets under the Step Zero prodédss Step Zero process determines whether it i fiileely than
not that the fair value is less than the carryingant. After consideration of the Company’s madegtitalization
and the fact that the majority of these assets@mgprised of the Banks.com merger in June 2012{teereéfore only
six months since merger, the Company determine® threre no impairment charges of goodwill or indieé-lived
intangibles in 2012.

Recent Accounting Pronouncements

We are subject to recent accounting pronouncemasdescribed in detail in Note 3 to our consoéiddinancial
statements included in Item 8 herein.

Off-Balance Sheet Arrangements

None.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We translate the foreign currency financial stateimef our international operations into U.S. dallat current
exchange rates, except revenue and expenses, whighnslate at average exchange rates duringrepohting
period. We accumulate net exchange gains or lgsse#ting from the translation of assets and liéds in a
separate caption of stockholders’ equity titledctanulated other comprehensive income (loss)”. Galyeour
foreign expenses are denominated in the same cyreenthe associated foreign revenue, and attdge ©f our
development, the exposure to rate changes is minima

Financial instruments that potentially subjectas toncentration of credit risk consist principalf cash and
accounts receivables. At December 31, 2011, 998totash was denominated in U.S. dollars. Theaeimg 1%
was denominated in BrazilidReals, ChineseRenminbior Hong Kong Dollars. The majority of our castpiaced
with financial institutions we believe are of higredit quality. Our cash is maintained in bankaigaccounts,
which, at times, exceed federally insured limit§e have not experienced any losses in such accandtdo not
believe our cash is exposed to any significantitrek.

We do not use financial instruments to hedge orgidm exchange exposure because the effects ddrtbign
exchange rate fluctuations are not currently sigaift. We do not use financial instruments foditng

purposes. We do not use any derivative finanngtriiments to mitigate any of our currency riskbe net assets of
our foreign operations at December 31, 2012, wppecximately $0. 05 million.
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CONSOLIDATED FINANCIAL STATEMENTS
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Consolidated Statements of Operatiand Comprehensive Lo

Consolidated Statements of S tockholders’ Equity
Consolidated Statements of Cash Flows
Notes to Consolidated Financial Statements

For supplemental quarterly financial informatioee Note 14, Quarterly Financial Data
(unaudited), of the Notes to Consolidated Finanstatements.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Board of Directors and
Stockholders of Remark Media, Inc.:

We have audited the accompanying consolidated balateets of Remark Media, Inc. and subsidiaribe (t
Company) as of December 31, 2012 and 2011, andreateded consolidated statements of operations and
comprehensive loss, stockholders’ equity, and dlsirs for the years then ended. These consolidéitencial
statements are the responsibility of the Compamasagement. Our responsibility is to express aniopion these
consolidated financial statements based on outsaudi

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversightigo
(United States of America). Those standards redhatwe plan and perform the audit to obtain reabte assurance
about whether the financial statements are frematerial misstatement. The Company is not requioeldave, nor
were we engaged to perform, an audit of its intementrol over financial reporting. Our audits inded
consideration of internal control over financigboeting as a basis for designing audit procedurasare appropriate
in the circumstances, but not for the purpose pfessing an opinion on the effectiveness of thepamy'’s internal
control over financial reporting. Accordingly, wepgess no such opinion. An audit also includes examm, on a test
basis, evidence supporting the amounts and diseesn the financial statements, assessing theuatiog principles
used and significant estimates made by managenantyell as evaluating the overall financial statetme
presentation. We believe that our audits providessonable basis for our opinion.

In our opinion, the consolidated financial stateteerferred to above present fairly, in all materespects, the
financial position of the Company as of DecemberZ112 and 2011, and the results of its operatinsits cash
flows for the years then ended, in conformity wittcounting principles generally accepted in thetééhiStates of
America.

The accompanying consolidated financial statemieate been prepared assuming that the Companyamilinuie as
a going concern. As discussed in Note 1 to thes@ltated financial statements, the Company incucemulative
net losses since inception of approximately $1@&lfon and cash used in operating activities giximately $7.9
million during the two years ended December 31,220These factors, among others as discussed ia Ntd the
consolidated financial statements, raise substadtiabt about the Company’s ability to continue asyoing
concern. Management’s plans in regards to thedtersaare also described in Note 1. The consadéihancial
statements do not include any adjustments thattmégllt from the outcome of this uncertainty.

/sl Cherry Bekaert LLI

Atlanta, GA

April 15, 2013
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REMARK MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Expressed in U.S. Dollars)

December 31,

December 31,

2012 2011
Assets
Current assetl
Cash and cash equivale $ 1,355,332 $ 1,531,502
Trade accounts receivable, | 101,865 21,730
Trade accounts receivable due from affilie - 302,129
Prepaid expenses and other current a: 503,256 393,989
Total current asse 1,960,45: 2,249,35(C
Property and equipment, r 400,526 364,386
Investment in unconsolidated affili 452,636 905,852
Intangibles assets, n 1,854,10¢ 116,429
Goodwill 1,584,97¢ -
Other lon¢-term asset 105,87¢€ 100,000
Total asset $ 6,358,567t $ 3,736,017
Liabilities and Stockholders’ Equity
Current liabilities
Accounts payabl $ 516,623 $ 93,806
Advances from sharehold 85,745 85,745
Accrued expenses and other current liabili 459,548 547,569
Current portion of capital lease obligatic 117,549 -
Total current liabilities 1,179,46¢ 727,120
Long-term liabilities
Deferred tax liabilitie: 25,000 25,000
Other lon¢-term liabilities 282,791 290,714
Capital lease obligations, less current por 294,214 -
Long-term debt with related par 1,800,00(C -
Total liabilities 3,581,47(C 1,042,834
Commitments and contingenci
Stockholders equity
Preferred stock, $0.001 par value; 1,000,000 st
authorized, none issut - -
Common stock, $0.001 par value; 20,000,000 shartt®eazed,
7,113,744 and 5,422,295 issued and outstar
at December 31, 2012 and December 31, 2011, reaplgc 7,114 5,422
Additional paic-in-capital 108,507,25¢ 101,444,78(
Accumulated other comprehensive inca 5,370 16,881
Accumulated defici (105,742,634 (98,773,90C
Total stockholder equity 2,777,10¢ 2,693,18¢
Total liabilities and stockholde’ equity $ 6,358,57t $ 3,736,017

The accompanying notes are an integral part obthessolidated financial statemer
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REMARK MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE LOSS
(Expressed in U.S. Dollars)

Year Ended December 31,

2012 2011
Operating revenue
Brands $ 500,890 $ 140,702
Content and platform services to affilia = 4,851,224
Total revenue 500,890 4,991,92¢
Operating expenses
Sales and marketir 91,467 19,225
Content, technology and developm 75,720 3,187,37¢
General and administrative (including stock-basamiensation expense of
$826,008 and $615,367 in 2012 and 2011, respe;c)ivel 6,150,269 5,900177]
Impairment loss 412,979 381,000
Depreciation and amortization expel 232,574 220,327
Total operating expens 6,963,00¢ 9,708,702
Operating los! (6,462,119 (4,716,776
Other income (expens
Interest expens (64,838 (123,480
Other income (expens 12,970 6,769
Total other income (expens (51,868 (116,711
Loss before loss from equit-method investment (6,513,987 (4,833,487
Change of interest gain of eqi-method investmer 2,494,99(C 407,376
Proportional share in loss of eqi-method investmer (2,948,206 (2,473,659
(453,216 (2,066,283
Loss before benefit from income ta (6,967,203 (6,899,770
Income tax (benefit) expen 1,531 (95,250
Net loss $ (6,968,734 $ (6,804,520
Net loss per share
Net loss per share, basic and dilu $ (1.05 $ (1.26
Basic and diluted weighted average shares outstg 6,605,56¢ 5,416,10¢
Comprehensive los
Net loss $ (6,968,734 $ (6,804,520
Cumulative translation adjustmel (11,511 (21,650
Total comprehensive los: $ (6,980,245 $ (6,826,170

The accompanying notes are an integral part oktbeasolidated financial statemer
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REMARK MEDIA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS'’ EQUITY

Balance as of December 3.
2010

Net loss

Foreign currency translation
adjustment:

Restricted stock vestir
Forfeited restricted stoc
Stoclk-based compensatic

Warrants issue
Balance as of December 3.
2011

Net loss

Foreign currency translation
adjustment:

Restricted stock vestir
February 12, 2012 stock si
Banks.com stock issuan
Stoclk-based compensatic

Warrants exercise
Balance as of December 3:
2012

(Expressed in U.S. Dollars)

Accumulated

Additional Other Total
Paid-in  Comprehensive Accumulated Stockholders
Common Stock Capital Income (Loss) Deficit Equity

Shares Amount

5,375,455 $ 5,375 $100,701,35¢ $ 38,531 % (91,969,38C$ 8,775,882

- - - - (6,804,52C (6,804,520

- - - (21,650 - (21,650
49,000 49 (49) - ] ]
(2,160 ) 2 - - )

- - 615,367 - - 615,367

- - 128,104 - - 128,104

5,422,295 5422 101,444,78( 16,881 (98,773,90C  2,693,18%

. . : - (6,968,734 (6,968,734

] } - (11,511 - (11,511
12,000 12 (12) - - -
944,777 945  3,849,50€ - - 3,850,451
702,267 702  2,387,00€ - - 2,387,70¢
- - 826,008 - - 826,008
32,405 33 (33) ; ] )

7,113,744 $ 7,114 $108,507,25¢ $ 5,370 $(105,742,63¢$ 2,777,10¢

The accompanying notes are an integral part oktbeasolidated financial statemer
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REMARK MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in U.S. Dollars)

Year Ended December 31

2012 2011
Cash Flows from operating activities:
Net loss $ (6,968,734 $ (6,804,520

Adjustments to reconcile net loss to net cash uséuoperating
activities:
Depreciation and amortizatic 232,574 220,327
Impairment los: 412,979 381,000
Stoclk-based compensatic 826,008 615,367
Deferred income taxe - (95,250
Loss in equit-method investment 453,216 2,066,28:
(Gain)/loss on disposal of ass - 39,648
Changes in operating assets and liabilities
Accounts receivabl 7,782 21,011
Accounts receivable from affiliate 302,129 356,815
Prepaid expenses and other as (14,691 220,289
Accounts payable, accrued expenses and otheiitie® (201,201 26,190
Net cash used in operating activitie (4,949,938 (2,952,840
Cash flows from investing activities:
Purchases of property, equipment and soft (516,623 (327,404
Cash paid for acquisitic (317,503 -
Other, ne 9,888 3,765
Net cash used in investing activitie (824,238 (323,639
Cash flows from financing activities:
Proceeds from issuance of stock and wart 3,850,451 -
Proceeds from Convertible Note with related p. 1,800,00C -
Payments of debt issue co - (20,000
Payments on capital leas (52,445 -
Net cash used in financing activitie: 5,598,00¢ (20,000
Net change in cash and cash equival (176,170 (3,296,479
Impact of currency translation on ce - (15,912
Cash and cash equivalents at beginning of 1,531,502 4,843,892
Cash and cash equivalents at end of ye:i $ 1,355,332 1,531,502
Supplemental disclosure of cash flow information
Other noi-cash financing and investing activiti

Debt issuance costs in the form of warri $ = 128,104

Stock issued for Banks.com acquisit 2,387,70¢ -

Stock issuance costs in the form of warri 133,567 -

The accompanying notes are an intggaelof these consolidated financial stateme
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REMARK MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. Dollars)

1. DESCRIPTION OF ORGANIZATION AND BUSINESS OPERAT IONS
Description of the Business

Remark Media, Inc., formerly HSW International, In¢Remark Media” or the “Company”) is a globagdal media
company focused on developing, owning and operatéxj-generation web publishing platforms that corab
traditional web publishing and social media, wtik goal of revolutionizing the way people searoth @change
information over the Internet. The Company alsecffa suite of content and platform services thatige its clients
with opportunities to build consumer awarenessmate content engagement and foster brand-custenegactions.

Remark Media has two operating segments: Brandsédy “Digital online publishing”) and Content affatform
Services (formerly “Web platform services”).

The Brands segment consists of those digital memdiperties that are owned and operated. It priysctudes
translated and localized editions of HowStuffWocksn in China and Brazil; the personal finance eattiincluding
DimeSpring, Banks.com, IRS.com, FileLater, and My¢&Fund.com; and the new 18 -to- 34 year old lfiest
vertical, including Bikini.com. The Company inteni expand its Brands segment in the coming ygaohtinuing
to acquire, develop and launch U.S.-based cordenial and commerce websites in the 18-t0-34 ylkeklifestyle
vertical.

The Content and Platform Services segment prowidiedl party clients with content, design and depetent
services for their websites as well as advisoryises and custom technology solutions. The Compim®s not
anticipate taking on new clients for the Conterd Bfatform Services business in the near futuré,fasuses on
developing and growing owned and operated vertioals Brands business.

The Company was incorporated in Delaware in Ma@®d62and is headquartered in Atlanta with additional
operations in Las Vegas, Miami, Beijing and Saol®au

The Company amended and restated its Certificaltecofporation with the Delaware Secretary of State
December 30, 2011, to reflect its name changeckffe January 3, 2012, the ticker symbol for thenpany’s
common stock traded on the NASDAQ Capital Marketrgjed from “HSWI” to “MARK?”, and the Cusip for the
Company’s common stock changed from “40431N1047&8954W107".

Pop Factory Acquisition

On March 29, 2013 , Remark Media acquired Pop Factd.C, the owner and operator of Bikini.com, githl
beach lifestyle brand providing websites, brandedamandise, and mobile content, for total cashidenstion of $
2,375,000 . In connection with the purchase, Wefounders, who had remained executives of PofoRgentered
into one year employment agreements with Pop Faetod noncompetition agreements with the Company.

Banks.com Merger

On February 26, 2012, the Company entered int@egeaent and plan of merger with Banks.com, Inc.
(“Banks.com”), pursuant to which Banks.com becaméally owned subsidiary of Remark Media (the “Bardom
Merger”). Banks.com is a leading financial servipestal operating a unique breadth and depth ainfaial products
and services. The Company completed the acquisitiodune 28, 2012 pursuant to which Remark Medizeid
approximately 702,267 shares of Common Stock tatiaeeholders of Banks.com, and paid $ 300,008sh,cas
consideration for the merger. Also, on the effextiate of the merger, the Company paid $ 131,25etilement of a
promissory note in the amount of $ 125,000 (anateel unpaid interest), which matured on June 28220

Sale of Intersearch Corporate Services

On August 2, 2012, Remark Media sold Intersearctp@ate Services, Inc, a subsidiary of Banks.campfinimal
consideration.

41



Liguidity Considerations
The Company'’s cash and cash equivalents were appatdy $ 1.4 million as of December 31, 2012.

The Company consistently monitors its cash positon makes operational changes as necessary titamats
business objective of funding ongoing operatiors rtated growth. Accordingly, the Company impleteeincost
savings measures in its Brazil operations andsiltina operations in 2011. In addition, all Rekdedia Content
and Platform Service agreements expired in Dece2®kt. The Content and Platform Services busindshave
no revenues generated unless the Company entensewnt services agreements with new customers. dhgp@ny
does not intend to expand its Content and Platfeenvices business to new clients in 2013, as iides on
developing and growing its Brands business.

The Company has incurred net losses and genenatbsthstial negative cash flow from operations mykar ended
December 31, 2012 and in each fiscal year sindadeption and has an accumulated deficit of $1@%IBon as of
December 31, 2012. The Company had minimal reveim2812 due to the termination of certain agreasanthe
Content and Platform Services segment at the eB@HE and its transition to owning and operatisgitn digital
media properties. Since that time, the Companybkas focused on building and acquiring wholly odvdaital
media properties for its Brands segment.

On April 2, 2013, the Company entered into a $millon Promissory Note, at a 6.67 % annual interate for the
first year and 8.67 % for the second year, witaraler controlled by and in part owned by Mr. KairghTao, the
Company’s Chairman and Chief Executive Officer.e Hromissory Note is secured pursuant to the TevamL
Agreement detailed below, as amended by Amendmenttiér One to that Term Loan Agreement, dated April
2013. The principal and accrued interest undePtioenissory Note is convertible into Common Stotkhe
Company at the rate of $2.00 per share, which seits an approximately 11% premium to the averbogng
prices of the Company’s common stock for the teysgaior to entrance into the agreement and anoxppately
8% premium to the closing price of the Company’sown stock on the day of entrance into the agreemime full
balance is due April 2015.

On November 23, 2012, the Company entered intd.8 #illion Term Loan Agreement, at a 6.67 % anrnini@rest
rate with a lender controlled by and in part owbgdMr. Kai-Shing Tao, the Company’s Chairman and@uef
Executive Officer. Mr. Tao has been a directothef Company since 2007. The Term Loan is secwed b
substantially all the tangible and intangible aseéthe Company, excluding its shares of commooksof
Sharecare. The principal and accrued interest uhdefFerm Loan Agreement is convertible into ComrStock of
the Company at the rate of $ 1.30 per share, wigiphesents an approximately 33 % premium to theageeclosing
prices of the Company’s common stock for the teysgaior to entrance into the agreement and anoxppately 53
% premium to the closing price of the Company’s omn stock on the day of entrance into the agreemgme full
balance is due November 2014.

On November 13, 2012, the Company entered intadcgs Agreement with TheStreet Inc. (Nasdaq: TST)
(“TheStreet”) in which Remark Media granted The8tren exclusive right to sell and serve advertiseraad e-
commerce on certain of Remark Media’s personahfieavebsites. TheStreet will also support the websiy
providing personal finance content, various proomotind advertisements on TheStreet's websitesankleting
support. Remark Media and TheStreet will sharédérevenue generated by the partnership. The Congauects
the agreement to provide at least $ 0.9 milliarindy 2013.

Finally the Company has taken steps to reduce tipgreosts, primarily payroll through a reductionheadcount
associated with its Content and Platform Servieggrent, which will result in a decline in annudbsaexpense of
approximately $ 1.2 million. The Company will canie to evaluate other opportunities to controlost

The Company intends to fund its future operatidmsugh a combination of revenue growth in its Baedgment,
particularly its personal finance and 18-to-34 yadrlifestyle properties. Additionally, the Coany is actively
engaged in evaluating future acquisitions to previevenue growth and the sale of certain non-csseta to provide
capital.

Absent any acquisitions of new businesses or thenmincrease in revenues from its existing amers, current
revenue growth will not be sufficient to sustaie thompany’s operations in the long term. As stleh Company
will need to obtain additional equity financing @mddivest of certain assets or businesses, naifhwhich can be
assured on commercially reasonable terms, if atrediddition, any equity financing that might Hetained would
substantially dilute existing stockholders. Thisrao certainty that the Company will be succesafuhising capital,
nor is there certainty around the amount of fulh@s nay be raised. In addition, the success o€tirapany will be
subject to performance of the markets and invesstotiment regarding the macro- and micro-economiclitions
under which we operate including stock market viithat There can be no assurance that the Compalhpe
successful at generating more revenues or seltiggaits assets. Any failure by the Company tocassfully
implement these plans would have a material adeffset on the Company’s business, including thesjide
inability to continue operations.
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If the November 2012 $ 1.8 million and April 2013 $nillion convertible note financings are not certed into
common stock of the Company, or if the Companyarsholders do not approve the ability of the AREIL3 $4
million convertible note to convert into commonat®f the Company, the Company may be unable tayrepch
notes when either they or their interest paymeetoime due in November 2014 and April 2015, respelgti

Based on the Company’s current financial proje&javhich incorporates the Services Agreement wittSkreet, the
new Term Loan Agreement, the acquisition and irgeégn of Pop Factory, and the reduction in experalés
discussed above, the Company believes it has muffiexisting cash resources to fund operatioraugin December
2013. However , projecting operating results feirently uncertain. Anticipated expenses can ektsese that are
projected, and revenue under TheStreet Agreemeiid be delayed or not meet expectations. Accofldjnge
Company’s cash resources could be fully utilizadrto December 2013.

2. TRANSACTIONS WITH SHARECARE

Until November 30, 2012, the Company accountedt$oequity interest in Sharecare under the equishod of
accounting. Under this method, the Company reabitdeproportionate share of Sharecare’s net incormess
based on Sharecare’s financial results. As of Bées 1, 2012, the Company moved to the cost mathod
accounting due to a lower percentage of ownershp& % as of December 31, 2012), nonparticipatiquolicy-
making processes, and limited existence of teclyyoitependency by Sharecare on the Company .

The following table shows selected financial ddt&lmarecare as well as Remark Media’s proportishate of net
loss in Sharecare as reported under the equityadeth

Eleven Months

Ended November Twelve Months

30, Ended December 31,

2012 2011
Revenue! $ 26,047,257 $ 11,839,56¢
Gross profit 23,550,98¢ 9,809,402
Loss from operation (23,936,72¢ (13,626,98¢
Net loss (24,413,627 (13,862,217
Change of interest gain of eqi-method investmer 2,494,99( 407,376
Proportional share in loss of equity-method investm (2,948,206 (2,473,659
(453,216 (2,066,283

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The consolidated financial statements include tomants of Remark Media and its subsidiaries (I\WH&asil —
Tecnologia e Informacéo Ltda., (2) HSW (HK) Incrrlifed, (3) Bonet (Beijing) Technology Limited Lidiby
Company, (4) BowenWang Technology (Beijing) Limitgdbility Company, (5) Banks.com, (6) My Stock FELn
and (7) My Dotted Ventures. Banks.com, MyStockFand MyDottedVentures are wholly owned subsidiaries
acquired through the Banks.com’s acquisition cotepl®n June 28, 2012. The equity of certain ofdalesities is
partially or fully held by citizens of the countof incorporation to comply with local laws and réajions.

Equity investments in which the Company exercisgsificant influence but does not control and is$ tihe primary
beneficiary are accounted for using the equity methin the event of a change in ownership, ang gaioss
resulting from an investee share issuance is redardearnings. Investments in which the Compampot able to
exercise significant influence over the investezacounted for under the cost method. Controlhitgyest is
determined by majority ownership interest and thiitg to unilaterally direct or cause the directiof management
and policies of an entity after considering anydfparty participatory rights. All inter-compangaunts and
transactions between consolidated companies anénelied in consolidation.

The Company uses qualitative analysis to determimether or not it is the primary beneficiary ofaiable interest
entity (“ VIE ) . The Company considers the riglaisd obligations conveyed by its implicit and egjlvariable
interest in each VIE and the relationship of thegh the variable interests held by other parteedetermine whether
the variable interests will absorb a majority &fI&’s expected losses, receive a majority of itpented residual
returns, or both. If the Company
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determines that its variable interests will absmrbajority of the VIE’s expected losses, receivaaority of its
expected residual returns, or both, it consoliddtesV/IE as the primary beneficiary, and if nog thompany does
not consolidate.

The Company has determined that Bonet (Beijinghhetogy Limited Liability Company is a variable émest
entity . Remark Media is the primary beneficiafyttos entity and accordingly, the results of thigity have been
consolidated along with other subsidiaries.

Revenue Recognition

The Company generally recognizes revenue whensaigsive evidence of an arrangement exists; serkiees been
provided; fees are fixed or determinable; and ctdleility is reasonably assured.

Brands Revenue.The Company generally recognizes Brands revenussiasrs are exposed to or react to
advertisements on its websites. Revenue from &divey is generated in the form of sponsored liakd image
ads. This includes both pay-per-performance adgaid-for-impression advertising. In the pay-performance
model, revenue is generally earned based on thdewuai clicks or other actions taken associatetl silch ads; in
the paid-for-impression model, revenue is derivedifthe display of ads.

Content and Platform Services. Revenue from Content and Platform servicesdsgnized during the period
services related to the design, development, hpsdind related web services are performed. Revismeeorded on

a gross versus net basiwhen Remark Media bears the risk of loss related tastrgices performed, the majority
of which relates to services performed by the Camfzgaresources. The Company may also recognizeenband
platform services revenue on certain projects ugipgrcentage of completion method. Sales arelesdd based on

the total costs incurred to date divided by tostineated costs at completion times the contracepri

Operating Expenses

In the second quarter 2012, and in light of thengeasin Remark Media’s business strategy, the Cosnparised the
presentation of operating expenses in its condelilstatements of operations and has completethessification
of the consolidated statements of operations feptior year periods presented. Beginning withsdseond quarter
2012, the Company’s operating expenses reflecs sadd marketing; content, technology and developngemeral
and administrative; and depreciation and amortmatsales and marketing expenses include all gediimd
marketing expenses such as promotions, publideakand compensation of our sales and marketing
departments. Content, technology and developmem@rses include costs of translating and localizimgtent and
acquiring original content written by third-partias well as costs associated with the design, der@nt, hosting of
websites in addition to user acquisition and ustmntions and compensation of our technology, conpeoduct and
web design departments which does not qualify todpgtalized. General and administrative expensesde all
legal, finance, accounting and administrative espersuch as professional fees and facilities c@&preciation and
amortization include the depreciation of our acedifixed assets and amortization of software afiditeelived
intangible assets. All periods presented have bedassified to conform to the new presentati@ncording to the
terms of the Servic e Agreement with TheStreetGbmpany is entitled to certain expense reimbursésnelhe
Company records the expense reimbursement as eti@din that expense.

Stock-Based Compensation

The Company measures stock-based compensatioa gtaht date based on the calculated fair valubeof

award. The Company recognizes the expense oveetigent’s requisite service period, generally Hesting
period of the award. The Company estimates thesédiie of stock options at the grant date usimgBlack-Scholes
option pricing model with weighted average assuamgifor the activity under its stock plans. The fa@lue estimate
is impacted by option pricing model input assummisuch as expected term, expected volatility ashdfree
interest rate among others. These assumptionsalgnequire significant analysis and use of judgand
estimates to develop. Options vest based on meatmimimum service period or performance conditRestricted
stock grants are recorded using the fair valubefgranted shares based on the market value gtghedate. In
addition, the forfeiture rate impacts the amourag@dregate compensation. These assumptions aextubjand
generally require significant analysis and judgnierdevelop.

The Company does not recognize a deferred tax sgtrealized tax benefits associated with thxedductions in
excess of the compensation recorded (excess t&fi)erThe Company applies the “with and withoapproach for
utilization of tax attributes upon realization aftroperating losses in the future. This methoakalles stock-based
compensation benefits last among other tax benefitsgnized. In addition, the Company applies‘tliect only”
method in calculating the amount of windfalls coxfalls.
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Concentration of Credit Risk and Accounts Receivald

Financial instruments that potentially subject Renidedia to a concentration of credit risk congistcipally of
cash and accounts receivable. At December 31,,206& than 99 % of cash was denominated in dbfars, and
less than 1 % was denominated in Brazilian Redimd&se Renminbi or Hong Kong dollars. The majooityhe
Company’s cash and cash equivalents balances areifinancial institution, which is believed tovkahigh credit
quality. Cash is maintained in bank deposit actgumhich, at times, may exceed federally insuirit$. The
Company has not experienced any losses in sucluaiscand does not believe its cash is exposedytgignificant
credit risk. Cash held by non-U.S. subsidiariesuisject to foreign currency fluctuations against thS.

dollar. However, the risk in foreign currency isreawhat mitigated at this time as U.S. funds anesfexred to Brazil
and China to fund that subsidiary’s operating dtgtivif, however, the U.S. dollar is devalued sfgrantly against
the Brazilian Reais or the Chinese Renminbi, thet tmfurther develop the Company’s websites ireBand China
could exceed original estimates.

The Company regularly evaluates the collectabdityrade receivable balances based on a combinatifattors
such as customer credit-worthiness, past transahigtory with the customer, current economic indusends and
changes in customer payment patterns. If the Cogngdatermines that a customer will be unable tly fmleet its
financial obligation, such as in the case of a baptcy filing or other material events impacting tusiness, a
specific reserve for bad debt will be recordededuce the related receivable to the amount expéctiee
recovered.

94 % of the Company’s accounts receivable balahPeeember 31, 2011 was from Sharecare and Disgowio
are related parties. The C ompany’s revenue frbareare and Discovery for the year ended DeceBiher011
was $ 3.7 million and $ 1.2 million, respectively.

There were no significant concentrations of revemuaccounts receivable during 2012.

Cash and Cash Equivalents

The Company considers all highly liquid investmensith original maturities of three months or legse cash
equivalents. A large portion of the ¢ ash baldsgeaintained at two financial institution s . Gakenominated in
foreign currencies is translated to U.S dollarhatmonth-end rate of exchange. The impact oidareurrency on
cash and cash equivalents is presented in the Gonspstatements of cash flows in accordance wittoanting
principles generally accepted in the United St@t@®\AP”).

Accounts at each institution are insured by theefFadDeposit Insurance Corpor a tion up to $250,6@0
substantially all depository accounts and templyrgmiovides unlimited coverage through December Z112 for
certain qualifying and participating non-interestaling accounts. The Company may from time-to-tinae
amounts on deposit in excess of the insured limitse Company’s uninsured cash balance totale® $nilion at
December 31, 2012.

Use of Estimates

The preparation of consolidated financial stateméntonformity with GAAP requires the Company taka
estimates and assumptions that affect amountstezpand disclosed in the consolidated financiakstants and
accompanying notes. Actual results could diffetarially from those estimates. On an ongoing halsies Company
evaluates its estimates, including those relatettounts receivable, intangible assets, usefes lof property and
equipment, stock-based compensation, equity-meathadtments, and income taxes, among other things.

Income Taxes

Deferred income tax assets and liabilities are agetpfor differences between the financial statdraed tax basis
of assets and liabilities that could result in fattaxable or deductible amounts, based on engatddws and rates
applicable to the periods in which the differenass expected to affect taxable income. Valuatitowances are
established, when necessary, to reduce deferreabt®ts to the amount expected to be realized.

The application of income tax law is inherently gex. Laws and regulations in this area are vohaus and are
often ambiguous. As a result, the Company is reduio make many subjective assumptions and judtgmen
regarding income tax exposures, interpretationarmd, guidance, surrounding income tax laws andlagguas
change over time. As a result, changes in the @oiyip assumptions and judgments can materiallcaéimounts
recorded in the consolidated financial statements.

The Company classifies interest and penaltiesngyisom unrecognized income tax positions in tlaeshent of

operations as general and administrative expeh#iesyi occur. At December 31, 2012, and 2011 CGbmpany had
no accrued interest
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or penalties related to uncertain tax positionee Tax years 2007 through 2011 are not or havéern under
examination but remain open to examination undelRS statute.

Foreign Currency

The functional currency of the Company’s internadilbbsubsidiaries is the local currency, Reais iazly Renminbi
in China or Hong Kong dollars in Hong Kong. Thesfincial statements of these subsidiaries are #tausto U.S.
dollars using month-end rates of exchange for asset liabilities, and average rates of exchangesfeenue, costs
and expenses. Translation gains and losses amelegtin accumulated other comprehensive inconss)las a
component of stockholders’ equity. Net gains ars$és resulting from foreign exchange transactoasecorded in
selling, general and administrative expenses. @bt translation gains and losses during 2012 8ad %ere
immaterial to the Company’s consolidated finanstatements.

Purchase Price Allocations

Occasionally, the Company enters into materialriess combinations. The purchase price is allodatéue various
assets acquired and liabilities assumed basedeimetttimated fair value. Fair values of assetgised and
liabilities assumed are based upon available indbion and may involve engaging an independent {antly to
perform an appraisal of tangible and intangibletssEstimating fair values can be complex angestilbo
significant business judgment and most commonlyaicte property, equipment, software, and definitendefinite-
lived intangible assets.

Property, Equipment and Software

Property, equipment and software is stated atlesstaccumulated depreciation. Depreciation isroem within
operating expenses in the consolidated stateméntseoations, using the straight-line method oherdstimated
useful lives of the assets, generally one to thiezes for computer equipment and software and tiorége years for
building improvements and office equipment. Leadglimprovements are depreciated over the shoftéredr
estimated useful life or lease term. Costs reprtetbe purchase price and any directly attributablets of bringing
the asset to working condition for its intended.uRepairs and maintenance are expensed as incuBedterments
and capital improvements are capitalized and déestover the remaining useful life of the relatsdet. Gains or
losses from disposal of property and equipmentredladed in selling, general and administrativeenges.

Software Development Costs

The Company capitalizes qualifying costs of compstétware and website development costs. Costsried
during the application development stage as walipgsades and enhancements that result in addifienetionality
are capitalized. The internally developed softwarsts capitalized were $ 0. 5 million and $ 0.lionl at December
31, 2012 and 2011, respectively, and are includé@ioperty, equipment and software” in the cordatied balance
sheet. Internally developed software and websiteldement costs will be amortized utilizing theagght-line
method over a period of three years, the expeaddgof the benefit. There was approximately $Hdusand of
amortization expense recor ded for these costag@012, and no amortization expense was record2dil.

Advertising Expenses

The Company expenses advertising costs in theigesnich they are incurred. Advertising expensassiach of the
years ended December 31, 2012 and 2011 were minimal

Commitments and Contingencies

The Company records liabilities for loss contingesa@rising from claims, assessments and litigadiuh other
sources when it is probable that a liability hasrbacurred and the amount of the assessment caeabenably
estimated. In the opinion of management, and afiesultation with legal counsel, there were noamal claims,
assessments and litigation against the Companf/sa@mber 31, 2012.

Impairment of Property, Equipment and Software andDefinite-Lived Intangible Assets

Property, equipment, software and definite-liveingible assets are tested for impairment wherexents or
changes in circumstances indicate that their gagrgimount may not be recoverable. Such eventsdadignificant
adverse changes in the business climate, the ingpaajnificant customer losses, unanticipatedenirperiod
operating or cash flow losses, forecasted cont@lgeses or a current expectation that an assapgvdl be
disposed of before the end of its useful life. ®erability of these assets is measured by a cdsgraof the
carrying amounts to future net undiscounted cashdlthe assets are expected to generate. Forgaspd
recognition and measurement of an impairment josgerty,
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equipment, software and definite-lived intangildsets are grouped with other assets at the loesssitflor which
identifiable cash flows are largely independenthef cash flows of other assets.

In December 2012, the Company abandoned certaiwaaf development projects associated with its €@drdand
Platform Services business. As a result, the Compacorded a $0.4 million impairment charge infinerth quarter
of 2012.

Impairment of Investments

Investments are reviewed to determine if evente leeurred which would indicate that a decreasaine has
occurred which is other than temporary. Eviderfca loss in value include, but are not limitedabsence of an
ability to recover the carrying amount of the inwaesnt or inability of the investee to sustain amewys capacity that
would justify the carrying amount of the investmérite Company monitors its assets for potentiakimmpent on an
ongoing basis. No impairment charge has been néped related to investments as of December 312 202011.

Goodwill and Indefinite-Lived Intangible Assets Impairment

As of September 30, 2011, and in light of the mademditions and the cost savings measures implt&den the
Company’s operations in China, the Company perfdreneimpairment analysis of its indefinite-livedangible
asset which is a license to operate in China. Téragany used the cost approach to estimate thedhie. The
Company considered the inputs in this assessméma tevel 3 in the fair value hierarchy. As a festithe
assessment, the Company determined that the ibtaragset wa s impaired and recorded in the Con'pany
statement of operations for the third quarter 2@ Impairment charge of $ 0.4 million.

In December 2012, the Company performed a qual@assessment of the carrying value of goodwilliaddfinite-
lived intangible assets under the Step Zero prodé®s Step Zero process determines whether it i ileely than
not that the fair value is less than the carryingant. After consideration of the Company’s madagtitalization
and the fact that the majority of these assets@mgprised of the Banks.com merger in June 2012fteereéfore only
six months since merger, the Company determine® threre no impairment charges of goodwill or indiéé-lived
intangibles in 2012.

Fair Value Measurements on a Recurring Basis

Fair value is the price that would be receivedeiban asset or paid to transfer a liability inaderly transaction
between market participants at the measurement(edtegprice). To measure fair value, the Compeatprporates
assumptions that market participants would useiging the asset or liability, and utilizes markieta to the
maximum extent possible.

As a basis for considering market participant aggions in fair value measurements, there is a ttiezdair value
hierarchy, which prioritizes the inputs used in mgang fair value as follows:

Level 1 — Observable inputs such as quoted priceadjusted) in active markets for identical asseets
liabilities that the Company has the ability to ess;

Level 2 — Inputs, other than the quoted marketgsriacluded in Level 1, which are observable ferdhset
or liability, either directly or indirectly; and

Level 3 — Unobservable inputs for the asset oilltgbwhich are typically based on an entity’s own
assumptions as there is little, if any, relatedkeadata available.

In instances where the determination of the faiueaneasurement is based on inputs from differrgls of the fair
value hierarchy, the level in the fair value hiergr within which the entire fair value measuremfatis is based on
the lowest level input that is significant to tterfvalue measurement in its entirety. The Comjzmagsessment of
the significance of a particular input to the falue measurement in its entirety requires judgnaet considers
factors specific to the asset or liability.

Debt Issuance Costs

Costs associated with entering into a credit facdre deferred and amortized over the term ottkdit facility on a
straight-line basis. The amortization is includedhiterest expense in the consolidated statemémigevations.

In connection with the revolving credit agreememteeed into in March 2011, the Company deferred dsiiance

costs of approximately $ 0.15 million provided t®lender consisting of $ 0.02 million paid in castd $ 0.13
million in warrants to purchase 65,359 shares efGlompany’s common stock.
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Net Loss per Share

The Company computes basic loss per share by diyitt loss applicable to common stockholders bywtbighted-
average number of common shares outstanding dtivengeriod. The Company calculates diluted losshare by
dividing net loss by the weighted-average numbearoofimon shares and dilutive potential common shi#rany,
outstanding during the period. Stock options aadants are not included in the computation oftdduoss per
share because their effects are anti-dilutive.

RECENT ACCOUNTING PRONOUNCEMENTS

In January 2013, the Financial Accounting Stand&akrd (“FASB”) amended its guidance on the presion of
comprehensive income. Under the amended guidancentity must present information regarding resifeesition
adjustments from accumulated other comprehensoa@me in a single note or on the face of the finainci
statements. This is required for both annual atetim reporting. The amendment becomes effeftivesporting
periods beginning after December 15, 2012 andpsiebprospectively. Early adoption is permittethe Company
does not expect adoption of the standard to hawepact on the Company’s consolidated financiaitposg results
of operations or cash flows as it is disclosureraninature.

4. ACQUISITIONS

On March 29, 2013 , Remark Media acquired Pop Factd C, the owner and operator of Bikini.com, githl
beach lifestyle brand providing websites, brandedamandise, and mobile content, for total cashidenstion of $
2,375,000 . In connection with the purchase, Wefounders, who had remained executives of PofoRgentered
into one year employment agreements with Pop Faetod noncompetition agreements with the Company.

On August 2, 2012, Remark Media sold Intersearcip@ate Services, Inc. a subsidiary of Banks.comfimimal
consideration.

On June 28, 2012, Remark Media completed the endtige “Merger”) contemplated by the Agreement Bfah of
Merger dated as of February 26, 2012, among thep@aog Banks.com and Remark Florida, Inc., a whollyred
subsidiary of the Company (“Merger Sub”), pursuanivhich Merger Sub merged with and into Banks.comd
Banks.com survived the Merger as a wholly-ownedslidiry of Remark Media. At the effective timetbé Merger,
each share of the outstanding common stock of Bemlkswas converted into the right to receive 0.02%&es of
Remark Media common stock, for an aggregate of83Hshares of Remark Media common stock. Theandstg
shares of Banks.com preferred stock, includingetrued and unpaid dividends as of the date oingasf the
Merger on such preferred stock, a Note and a Waralirof which are held by Daniel M. O’'Donnell,éident and
Chief Executive Officer of Banks.com, and his adfiés, were converted into cash in the aggregataiatrof $
300,000 and the right to receive 31,452 sharesofdk Media common stock. In connection with thergér,
Banks.com issued an Amended and Restated PromiNsbeyin the principal amount of $ 125,000 to MiDGnnell
and his wife, which matured on June 28, 2012. Chmpany settled the cash consideration of $ 300000Be date
of closing and $ 131,250 in settlement of the peswiy note in the principal amount of $125,000 @atated interest.

Allocation of purchase price of Banks.com

The application of purchase accounting requirestti@total purchase price be allocated to theviaine of assets
acquired and liabilities assumed based on theivtdues at the acquisition date. The allocatimtess requires an
analysis of acquired various assets and assuntslitiés such as contracts, customer relationshipetractual
commitments and legal contingencies to identify eewbrd the fair value of all assets acquired @tullities
assumed. In valuing acquired assets and assuailitiks, fair values are based on, but are moitéid to: available
market data, future expected cash flows; currgsiboement cost for similar capacity for certainegssand
appropriate discount rates and growth rates.

Gooduwill represents the excess of the purchase prier the fair value of the net assets of acquired

businesses. Goodwill, which is not amortizable aottax deductible, resulting from the acquisifiaiiscussed
below was assigned to the Brands segment.
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Consideration:
Shares of Remark stock issued to Banks.com shaletisol 702,267

Remark common stock price $ 3.40
Fair value of common stock issued $ 2,387,70¢
Cash to shareholders 300,000
Cash aquired (123,747
Cash to debtholders 131,250
Cash, net of cash aquired 317,503
Total consideration $ 2,705,211
Estimated fair value of liabilities assumed:
Current liabilities $ 559,411
Capital leases assumed 464,208
Amount attributable to liabilities assumed $ 1,023,61¢
Total purchase price plus liabilities assumed $ 3,728,83(C
Estimated fair value of assets acquired:
Current assets $ 229,496
Fixed assets 54,358
Customer relationships 680,000
Domain names 1,180,00C
Amount attributable to assets acquired $ 2,143,854
Goodwill $ 1,584,97¢

The acquisition transaction costs incurred in tbaryended December 31, 2012 were all expensedtaldd $ 0.2
million. These expenses are included under thergéand administrative expenses in the consolibstiements of
operations for the year ended December 31, 2012.

The following unaudited pro forma combined resoft®perations are provided for the years ended Dbee 31,
2012 and December 31, 2011 as though the Banksacquaisition had been completed as of January 11.201e
pro forma combined results of operations for thergeended December 31, 2012 and 2011 have beesrgddpy
adjusting the historical results of the Companintdude the historical results of Banks.com. Thageplemental pro
forma results of operations are provided forsiltative purposes only and do not purport to becative of the
actual results that would have been achieved bgdhgined company for the periods presented omtiagtbe
achieved by the combined company in the futuree pio forma results of operations do not includg @st savings
or other synergies that resulted, or may resutnfthe Banks.com acquisition or any estimated dbstswill be
incurred to integrate Banks.com.

Future results may vary significantly from the résueflected in this pro forma financial informati because of
future events and transactions, as well as ottutoris

Year Ended December 31

12/31/2012 12/31/2011
(in thousands, except per share amot (Unaudited) (Unaudited)
Revenue $ 2,377 $ 9,425
Net Loss (7,150 (16,467
Proforma net loss per common sh
Basic and dilute $ (.03 $ (2.69

Banks.com’s revenues since the acquisition effealate through the year ended December 31, 201 wer
approximately $ 0.3 million and have been inclugethe Company’s consolidated statements of operatior the
year ended December 31, 2012.
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5. SEGMENTS

Operating segments are components of an entegiy@aa which separate financial information is aafali that is
evaluated regularly by the chief operating decisi@aker, or decision-making group, in deciding hovallocate
resources and in assessing performance. Becalsnuirk Media’'s integrated business structure,aijpey costs
included in one segment can benefit other segmantktherefore these segments are not designedasure
operating income or loss directly related to thedpicts included in each segment. Reconciling ansanolude
adjustments to conform with U.S. GAAP and corpofatel activity not specifically attributed to a

segment. Corporate expenses include, among aémes:i corporate-level general and administrati®iss@ontent,
design, technology costs and on-going maintenahaeges; share-based compensation expense relattxtkoand
stock option grants; depreciation and amortizatigpense; impairment loss, if any, and interest egpe@and income.

The Company has reported two segments for the pealing December 31, 2012 and 2011: Brands antk@oband
Platform Services. The Brands segment considtseabusiness related to the Banks.com acquisitompieted on
June 28, 2012 which generates revenues in the dU8itstes and the websites related to the operatidBisazil and
China, which generate revenues from advertisersdoiasthe respective countries. The Content aatfid?i
Services segment consisted in 2011 of the serpicasded to Remark Media’s affiliates, Sharecareé Biscovery,
Inc. (“Discovery”). These services are relateth® design, development, hosting and related seswiecessary to
launch and operate websites for Sharecare and @iscthrough the Company’s direct activities anchagement of
third party vendors.

Operating results regarding reportable segmenthéyears ended December 31, 2012 and 2011 aserpeel in the
following tables:

Content and

Brands Platform Services Corporate Total

Twelve Months Ended

December 31, 2012

Revenue $ 500,890 $ - $ - 3 500,890
Operating los! (469,808 (420,168 (5,572,143 (6,462,119
Interest expens (20,372 - (44,466 (64,838
Other income (expens 3,519 - (443,765 (440,246
Income tax benefi - - (1,531 (1,531
Net loss $ (486,661 $ (420,168 % (6,061,905 $ (6,968,734

Content and

Brands Platform Services Corporate Total

Twelve Months Ended

December 31, 2011

Revenue $ 140,702 $ 4,851,22¢  $ - $ 4,991,92¢
Operating (loss) incom (832,935 1,666,693 (5,550,534 (4,716,776
Interest expens (60) - (123,420 (123,480
Other income (expens 4,638 - (2,064,152 (2,059,514
Income tax benefi - - (95,250 (95,250
Net (loss) incom:i $ (828,357 $ 1,666,69: $ (7,642,856 $ (6,804,520
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December 31, 201. December 31, 201,

Total assets:

Brands $ 3,052,50¢ % 118,503
Content and platform servic > 302,128
Business segmen 3,052,50¢ 420,632
Corporate 3,306,071 3,315,38¢
Total asset $ 6,358,57 $ 3,736,017
December 31, 201 December 31, 201

Investment in unconsolidated entity:

Business segmen $ - $ -

Corporate 452,63€ 905,852

Total investment in unconsolidated en $ 452,63 $ 905,852
December 31, 2012 December 31, 2011

Loss in investment of unconsolidated entity

Business segmen $ D =
Corporate (453,216 (2,066,283
Total investment in unconsolidated en $ (453,216 $ (2,066,283
December 31, 201. December 31, 201,
Revenues
United State: $ 423,67C $ 4,851,224
Brazil 73,884 115,552
China 3,336 25,150
Total $ 500,89C $ 4,991,92¢
December 31, 2012 December 31, 2011

Long-lived assets

United State: $ 466,015 $ 414,856
Brazil 49,810 65,959
China = =

Total $ 515,825 $ 480,815
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6. PREPAID EXPENSES AND OTHER CURRENT ASSETS

As of December 31, 2012 and 2011, prepaid expears®ther current assets consisted of the following

December 31

2012 2011
Prepaid insuranc $ 160,131 $ 326,482
Deposits and other current ass 343,125 67,507
Total $ 503,256 $ 393,989

7. GOODWILL AND INTANGIBLE ASSETS

Intangible assets consist of the following:

Year Ended December 31

Life 12/31/2012 12/31/2011
Domain name 8 years $ 1,196,42¢ $ 16,429
Customer relationshir 7 years 680,000 -
License to operate in Chil Indefinite 100,000 100,000
1,976,42¢ 116,429
Accumlated amortizatio (122,321

$ 1,854,10¢ $ 116,429

Estimated amortization expense related to intargisisets with definite lives for each of the fiueceeding years
and thereafter is as follows:

2013 $ 244,643
2014 244,643
2015 244,643
2016 244,643
2017 244,643
Thereaftel 514,464

Amortization expense was $ 122,321 and $ 0 foyters ended December 3 1, 2012 and 2011, resggctive

Changes in the carrying amount of goodwill for yiear ended December 31, 2012 and 2011 are as follow

Year Ended December 31
12/31/2012 12/31/2011

Beginning balanc $ - $ -
Goodwill acquirec- Banks.con 1,584,97¢ -
Total $ 1,584,97¢ $ =
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8. PROPERTY,EQUIPMENT AND SOFTWARE

As of December 31, 2012 and 2011, property, equipraed software consisted of the following:

December 31,

2012 2011
Computer equipmet $ 617,234 $ 593,177
Furniture and fixture 192,099 198,231
Software 319,889 359,946
Capitalized softwar 153,987 -
Leasehold improvemen 218,144 214,811
Total 1,501,35¢ 1,366,16¢
Less accumulated depreciation and amortize (1,100,827 (1,001,779
Property, equipment and software, ne $ 400,526 $ 364,386

Depreciation and amortization expense was $ 0 lliomand $ 0. 2 million for the years ended Decem®l, 2012,
and 2011, respectively. At December 31, 2012| k& operations and Brazil operations own approtetyed1 %
and 9 % of property, equipment and software, neicefimulated depreciation and amortization, respaygt

9. INCOME TAXES

For the years ended December 31, 2012 and 201betiefit from income taxes is comprised of thediwihg

Year Ended December 31,
2012 2011
Current: $ $
Federa - -
State - -
Foreign 1,531 -
Total 1,531 -

Deferred:

Federa - -
State - -
Foreign - (95,250
Total - (95,250
Income tax benefit $ 1,531 $ (95,250

The provision for income taxes for the years erdedember 31, 2012 and 2011 differs from the amoantputed
by applying the U.S. income tax rate of 34 % teslbsfore taxes as follows:
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Year Ended December 31,

2012 2011
Computed "expected" tax bene $ (2,368,842 $ (2,345,921
Loss from equit-method investmer 154,093 702,536
State taxes, net of federal ben (213,558 (223,587
Tax effect of change in valuation allowar 2,836,371 1,614,792
Tax effect of losses and rates in -US jurisdictions 20,221 113,836
Tax effect of other permanent itel (428,278 43,094
Other 1,531 -
Total $ 1531 $ (95,250

Loss before benefit from income taxes for the yeaided December 31, 2012 and 2011, on a domessus/®reign
basis, consisted of the following:

Year Ended December 31

2012 2011
Domestic $ (6,823,78C $ (6,071,414
Foreign (143,423 (828,356
Total $ (6,967,203 $ (6,899,77C

Deferred income taxes reflect the tax consequenicdsture years of temporary differences betweertdl basis of
assets and liabilities and their financial repartbasis and are reflected as current or non-cudepgnding on the
classification of the asset or liability generatthg deferred tax. The deferred tax provision fier periods shown
represents the effect of changes in the amourtesmborary differences during those periods.

December 31

2012 2011

Deferred tax assets

Net operating loss carryforwar $ 16,864,117 $ 13,703,13:
Amortization (133 11,793
Depreciation of fixed asse - -
Deferred income and reser (177,731 240,291
Stocl-based compensation expel 9,450,504 9,136,952
Differences related to stock basis in equity inwresit 336,664 164,623
Less: valuation allowanc (29,607,42% (23,209,67¢
Total deferred tax assets (3,134,003 47,112
Deferred tax liabilities:

Acquired intangible: (25,000 (25,000
Depreciation of fixed asse (26,019 (40,752
Amortization of Intangible: 3,166,382 -
Foreign exchange gain/lo (6,360 (6,360
Differences related to stock basis in equity innesit s =
Total deferred tax liabilities 3,109,00¢: (72,112

Net deferred tax liabilities $ (25,000 $ (25,000
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The following table represents a rollforward of treduation allowance against deferred tax assetfisival 2012 and
2011:

December 31

2012 2011
Balance at the beginning of yea $ 23,209,67¢ $  20,999,83¢
Increase related to net operating loss and costegmense
incurred in the current ye: 6,154,28¢ 2,316,23:
Change related to prior year t-ups 346,442 1,697
Effect of foreign exchange rate different (102,983 (108,090
Balance at end of year $ 20,607,42: $  23,209,67¢

The net operating losses available at Decembe2@®12, to offset future taxable income in the Ueslefral, state,
Hong Kong, China and Brazil jurisdictions are $13fhillion, $ 33.1 million, $ 0.5 million, $ 3.0 nfiibn and $ 6.9
million, respectively. The income tax rates forrgdlong, China and Brazil are 16.5 %, 25 % and 15 %
respectively. The net operating losses in the @ude losses in the amount of $ 3.9 million tedkto the purchase
of DailyStrength. The U.S. net operating lossessaibject to certain rules under Internal Revem@deCSection 382
limiting their annual usage. The federal net ofiegdosses expire between the years 2024 and 203 state net
operating losses expire between the years 2012@3@ . The net operating losses generated in Hamg have no
expiration date and carry forward indefinitely. €Tihnet operating losses generated in China hawegéar carryover
period. The net operating losses generated inilBraze no expiration date and up to 30 % of thieoperating loss
may be utilized each year.

In assessing the realizability of deferred tax s4be Company considers whether it is more likien not that
some portion or all of the deferred tax assetsmwatibe realized. The Company considers the reivefsxisting
taxable temporary differences, projected futuraldexincome, and tax planning strategies in making
assessment. Based upon the level of historicabladosses, at December 31, 2012, the Compamgveslit is not
more likely than not that Remark Media will realibe benefits of these deductible differences. &toee, a full
valuation allowance has been provided for all thedeferred tax assets.

The Company had no unrecognized tax benefits foy#ars ended December 31, 2012 and 2011 and dbespect
its unrecognized tax benefits to change signifigamter the next 12 months.

Remark Media files United States state and foregigome tax returns in jurisdictions with varyingsttes of
limitations. The 2005 through 2011 tax years galheremain subject to examination by federal arabthstate tax
authorities with respect to net operating losdassignificant foreign jurisdictions, the 2008 thigh 2011 tax years
generally remain subject to examination by thespesetive tax authorities.

10. CAPITAL LEASES

On December 7, 2010, Banks.com entered into alsateback arrangement with Domain Capital, LLC offiin
Capital”) consisting of an agreement to assigrdibain namehanks.com to Domain Capital in exchange for $ 0.6
million in cash and a Lease Agreement to lease tacklomain name from Domain Capital for a fiveryea

term. Effective June 28, 2012, Banks.com becambaly owned subsidiary of Remark Media and acaagdb the
Agreement and Plan of Merger, Remark Media asswateditstanding liabilities on the effective dafectnse. As

of December 31, 2012, total obligations under #gigeement were $ 0.5 million, $0.1 million of whishincluded
under the current portion of capital lease oblmyadiand the remainder is included under capitakledligations, net
of current portion of the Company’s consolidatethbee sheets at December 31, 2012. The follotghtp
represents the approximate future minimum capgadé payments due under this agreement as of Dec8&mhb

2012:

Capital Lease
Commitments

2013 $ 171,287
2014 171,287
2015 171,287
Total commitments 513,861

Interest on capital leas (102,098




Present value of minimum capital lease payments $ 411,763
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11. LONG-TERM DEBT WITH RELATED PARTY

On April 2, 2013 , the Company entered into a $milllon Promissory Note, at a 6.67 % annual inéerate for the
first year and 8.67 % for the second year, witaradér controlled by and in part owned by Mr. KairghTao, the
Company’s Chairman and Chief Executive Officer.e Hromissory Note is secured pursuant to the TeyamL
Agreement detailed above, as amended by Amendmenbisr One to that Term Loan Agreement, dated April
2013. The principal and accrued interest undePtioenissory Note is convertible into Common Stotthe
Company at the rate of $2.00 per share, which semts an approximately 11% premium to the averbging
prices of the Company’s common stock for the teysgaior to entrance into the agreement and anoxppately
8% premium to the closing price of the Company’siown stock on the day of entrance into the agreenigme full
balance is due April 2015.

On November 23, 2012, the Company entered inta&$ilion Term Loan Agreement, at a 6.67% annotgriest
rate with a lender controlled by and in part owbgdMr. Kai-Shing Tao, the Company’s Chairman ande€h
Executive Officer. Mr. Tao has been a directothef Company since 2007. The Term Loan is secwed b
substantially all the tangible and intangible asgéthe Company, excluding its shares of commooksof
Sharecare. The principal and accrued interest uhéeferm Loan Agreement is convertible into ComrStock of
the Company at the rate of $1.30 per share, widphesents an approximately 33% premium to the geecksing
prices of the Company’s common stock for the teysgaior to entrance into the agreement and anoxppately
53% premium to the closing price of the Compangsimon stock on the day of entrance into the agraeniehe
full balance is due November 2014.

The future maturity schedule of the long-term deith related party was as follows as of December2812:

Year ending December 3

2013 =
2014 $ 1,800,00c

The $4.0 million loan entered into after DecemhbkrZ)12 matures on April 2, 2015 .

12. COMMITMENTS AND CONTINGENCIES

Commitments

The Company has entered into operating leasedfioe space. The lease agreement associated twitleadquarters
required a security deposit and included an all@gawhich was used against leasehold improvemeéhessecurity
deposit and the allowance were recorded as an asdet liability, respectively in the Company’s solidated
financial statements. Rental expense for operddages, which is recognized on a straight-linésbager the lease
term, was $ 0. 3 million and $ 0. 3 million foretyears ended December 31, 2012 and 2011, respgctiv

The following table represents the approximaterfiminimum lease payments at December 31, 201 2idder
non-cancellable operating lease agreements withstar excess of a year:

Operating Lease Commitments

2013 $ 233,110
2014 288,596
2015 297,282
2016 177,684
Total $ 996,671

Contingencies

On July 23, 2012, a complaint was filed by FOLfiQ Inc. (“FOLIOfn ") against the Company’s subsidiary
MyStockFund Securities, Inc. (“MyStockFund”), alieg that MyStockFund had infringed six U.S. Patdgkl by
FOLIO fnrelating to
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investment methods. The complaint seeks injunctlief, damages, pre-judgment interest, and atysifees. The
Company believes that MyStockFund has meritoriafertses to the complaint, and MyStockFund intead®htest
the claims.

In addition, the Company is engaged from timengetin certain legal disputes arising in the ordjraurse of
business. Furthermore, the Company accrue ditiedifor legal contingencies when it believesttiiés both
probable that a liability has been incurred and ithean reasonably estimate the amount of the [biss Company
will review these accruals and adjust them to éftexgoing negotiations, settlements, rulings, eelhaf legal
counsel, and other relevant information. To theehew information is obtained, and the Compavig\ws on the
probable outcomes of claims, suits, assessmengstigations, or legal proceedings change, chaingbe
Company's accrued liabilities would be recordethperiod in which such determination is made.

13. STOCKHOLDERS’ EQUITY
Issuance of Common Shares

In February 2012, the Company issued 944,777 conshares and warrants to acquire 236,194 commoeshar
through a private placement in exchange of cashaéramount of $ 4.25 million. The warrants haveran of five
years and six months and were not exercisable gltinia first six months after issuance. The exengig® of the
warrants is $ 6.81 per share. The Company detethtiveefair value of the warrants at $ 4.87 pereshaing the
Black-Scholes method. As a result, t he Compdlogated $ 0.67 million to the value of the warsaahd $ 3.58
million to the value of the common shares. The Canypalso paid a placement agent fee of 7 % of thegeds of
the offering, approximately $ 0.3 million, and issia three -year warrant to the placement aggmirthase up to an
aggregate of 35,429 shares of Common Stock atentisg price of $ 7.46 per share. The warrants wedlteed using
the Black-Scholes method at $ 3.77 per share asdified as equity. The Company also paid an aniditi$ 0. 4
million for stock issuance costs. The stock isseaswsts, which amounted to $ 0. 5 million alongwifite value of
the warrants issued to the placement agent of $million, were charged to additional paid in capit

In addition, as discussed in Note 4 of the conatdid financial statements, on June 28, 2012, tmep@ay issued
702,267 shares of common stock pursuant to theisitqn of Banks.com. The Company recorded thevalue of
the common stock at $ 3.40 per share based oridbieg price of Remark Media’'s common stock onédffe ctive
date of the acquisition.

On April 2, 2012, the Company issued 32,405 comstares in connection with the cashless exercifieeof
warrants to purchase 65,359 common shares issifllihin connection with the debt agreement entetedwith
Theorem Capital, which expired in March 2012.

At December 31, 2012, the Company had additionttanding warrants to acquire 30,000 shares of comstock
which had exercise prices ranging from $ 35.00 8890 and which will expire through 2017 .

Stock - Based Compensation

Remark Media has authorized 800,000 shares und&QB6 Equity Incentive Plan adopted April 13, 200@
“2006 Plan™), and an additional 525,000 sharesai#hd under the 2010 Equity Incentive Plan adoptetk 15,
2010, and modified on December 30, 2011 (the “ZBHA"), for grants as part of long-term incentivans to attract,
retain and motivate its eligible executives, empks; officers, directors and consultants. Optionsurchase
common stock under the 2006 and 2010 Plans havedraated to its officers and employees with anm@se price
equal to the fair market value of the underlyingrgis on the date of grant.

The Company uses the Black-Scholes options pritiadel to value its options, using the assumptiarthé
following table for 2012 and 2011. Expected vdikids are based on the historical volatility af #tock. The
expected term of options represents the perioiraf that the options granted are expected to banding. The
Company uses the midpoint method to estimate theat®d term for options granted as sufficient histb data
regarding exercise of options is not availableinfarmation readily available regarding compargtilns sufficient
to use as a basis to estimate the expected tewma.vahe risk-free rate of periods during the cactual life of the
option is based on the U.S. Treasury yield curveffiect at the time of grant. The dividend yiedcbased on
expected dividends to be paid over the term obfiteons.

2012 2011
Expected volatility 113.12% 105.8%
Expected life in year 6.00 5.75
Dividend yield 0 0

Risk free interest ral 1.0% 2.5%
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Stock-based compensation cost is measured bagbeé €air value of the award on the date of the gramd is
recognized as an expense over the employee’s regsesvice period. Stock-based compensation esgfor the
years ended December 31, 2012 and 2011 was $ Di&maind $ 0.6 million respectively. Unreco grize
compensation expense as of December 31, 2012ngetatnon-vested stock options approximated wai$nillion
and is expected to be recognized through 2013ekember 31, 2012, no options have been exercisdel this
plan. Stock options have a maximum term of 10 y&@m the grant date.

A summary of stock option activity and related mmf@tion as of December 31, 2012, and changes dthrangear
then ended, is presented below:

Weighted Average

Remaining
Number of Weighted Average Contract Term Aggregate

Options Exercise Price (years) Intrinsic Value
Options
Outstanding at January 1
2012 893,833 $ 41.80
Grantec 246,427 5.83
Forfeited (149,292 20.72
Exercisec - -
Total outstanding at
December 31, 201 990,968 38.61 6.1 $ -
Options exercisable at
December 31’ 201 880,787 $ 42.40 6.0 $ -

The fair value of options vested during the yeardeel December 31, 2012 and 2011, were $ 0.2 midimh $ 0.5
million, respectively. The grant-date fair valueoptions granted during the years 2012 and 2014 $v@.7 million
and $ 0.4 million.

As of December 31, 2012, 55,535 shares and 313/3d%s are available for future issuance undee tuity
Incentive Plans for 2006 and 2010, respectively.

A summary of restricted stock activity and relaitgfdrmation as of December 31, 2012, and changesglthe year
then ended is presented below:

Weighted average grant

Number of shares date fair value
Shares
Unvested balance, January 1, 2! - -
Grantec 16,000 5.99
Vested (12,000 5.99
Forfeited (4,000 5.99
Total unvested at December 31, 2( - $ -

The total fair value of restricted stock vestedimiyithe year ended December 31, 2012 was approaiyrai0.24
million.

As of December 31, 2012, there was no unrecogriaatpensation expense related to non-vested restritbck.
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14. EARNINGS PER SHARE

The following is a reconciliation of the numeratarsed denominators of the Company’s basic and dilatenings per
share computations:

Twelve Months Ended December 31,

2012 2011
Loss per share:
Net loss $ (6,968,734 $ (6,804,520
Weighted average shares outstant 6,605,56° 5,416,10¢
Net loss per share, basic and dilu $ (.05 $ (1.26

Common shares and dilutive securities
Weighted average shares outstant 6,605,56: 5,416,10¢
Dilutive securities - -

Total common shares and dilutive securi 6,605,562 5,416,10¢

Stock options and warrants are not included indihgted earnings per share calculation above ag #ne anti-
dilutive. The number of anti-dilutive weighted aage shares outstanding excluded from the calounl@ibove was 9
90,968 and 1,109,019 for the years ended Decefih&012 and 2011 respectively.

15. RELATED PARTY TRANSACTIONS

As discussed in Note 11, the Company entered immissory notes totaling $ 5.8 million with a lendentrolled by
and in part owned by Mr. Kai-Shing Tao, the Compsu@hairman and Chief Executive Officer.

As of December 31, 2012, Remark Media owned appratély 10.8 % of the outstanding common stock of
Sharecare. Jeff Arnold, a former member of then@any’s Board of Directors, is the Chairman ande€Executive
Officer and a significant stockholder of Sharecatelditionally, Discovery Communications, Inc., feerly the
Company’s largest stockholder, is a significantkbmlder of Sharecare.

The Company'’s service agreement with Sharecareezkpn December 31, 2011. As a result, the Comgahyot
have any revenues generated from Sharecare dhengetrr ended December 31, 2012. The Companyesuev
from Sharecare for the year ended December 31, @@aled approximately $ 3.7 million. Additionallhere were
no amounts due from Sharecare at December 31, 2012,

In April 2010, the Company entered into an agredméth Discovery Communications, LLC, an affiliatedtity, to
provide website development services to Discovdilye agreement expired in December 31, 2011. s, the
Company did not have any revenues generated fratoléry during the year ended December 31, 20h2. T
Company’s Content and Platform Services revenua fiscovery, an affiliated entity, for the year edddecember
31, 2011 totaled approximately $ 1.2 million. Asituhally, there were no amounts due from Discoaripecember
31, 2012.

In March 2010, the Company entered into a 24 -mentilease agreement with Sharecare for rentalrofaporate
headquarters in Atlanta, Georgia, effective MarcB10. On August 1, 2011, the Company mutuahged to end
the sublease agreement prior to the contractedrtation date.

16. SUBSEQUENT EVENTS

On March 29, 2013 , Remark Media acquired Pop Factd.C, the owner and operator of Bikini.com, githl
beach lifestyle brand providing websites, brandedamandise, and mobile content, for total cashidenstion of $
2,375,000 . In connection with the purchase, Wefounders, who had remained executives of PopoRgentered
into one year employment agreements with Pop Faetod noncompetition agreements with the Company.
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On April 2, 2013 , the Company entered into a $nilllon Senior Secured Convertible Promissory Note
(“Promissory Note”), at a 6.67 % annual interest far the first year and 8.67 % for the second ywih a lender
controlled by and in part owned by Mr. Kai-ShingoT the Company’s Chairman and Chief Executive @fficThe
Promissory Note is secured pursuant to the Ternm lAgareement detailed above, as amended by Amendment
Number One (“Amendment”) to that Term Loan Agreemdated April 2, 2013. The principal and accrugdrest
under the Promissory Note is convertible into Comr8tock of the Company at the rate of $ 2.00 pareshThe full
balance is due April 2015.

On March 1, 2013 (but dated February 6, 2013 afettdfe February 28, 2013), the Company enteremant
Sublease Agreement with respect to office spat@aiVegas, Nevada. The space is approximatelyl5G§uare
feet. The Sublease Agreement carries a term threegruary 22, 2015 , with base rent of $ 20,000manth. The
Company paid a security deposit of $ 100,000 oroffiee space.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, with the participati on of our gipal executive officer (“PEO”), evaluated the etfeeness of our
disclosure controls and procedures (as definediiedR1l3a-15(e) and 15d-15(e) under the Securitiebdhge Act)
as of December 31, 2012 . Disclosure controlspendedures are controls and procedures desigrestoe that
information required to be disclosed in the Compsngports filed or sub mitted under the Securikgs hange Act
of 1934, as amended, is recorded, processed, supathand reported within the time periods specifie8EC’s
rules and forms and include, without limitationntols and procedures designed to ensure thaniawon required
to be disclosed in such reports is accumulatedcamimunicated to management, including the CompaPl®, as
appropriate to allow timely decisions regardinguieed disclosure. In designing and evaluating ascldsure
controls and procedures, our management recogtha¢dny controls and procedures, no matter howdesigned
and operated, can provide only reasonable assuddiraahieving their objectives, and our managemengssarily
applied its judgment in evaluating the cost-berefationship of possible controls and procedui@ased on this
evaluation, our PEO concluded that our disclosordrols and procedures were effective as of Decel@be2012.

Management’s Report on Internal Control over Finangdal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting as
such term is defined in Rules 13a-15(f) and 15d)18(der the Securities Exchange Act. Under thesstigion and
with the participation of our management, including PEO, we conducted an evaluation of the effengss of our
internal control over financial reporting basedtlba framework innternal Control—Integrated Framewoigsued
by the Committee of Sponsoring Organizations offtteadway Commission (“COSQ”).

Our internal control over financial reporting indks policies and procedures that pertain to thete@é@nce of
records that, in reasonable detail, accuratelyfainly reflect transactions and dispositions ofedssprovide
reasonable assurances that transactions are rdcasdecessary to permit preparation of finanté&éments in
accordance with U.S. generally accepted accoumptimgiples, and that receipts and expendituredeaireg made in
accordance with authorizations of our managemethidénectors; and provide reasonable assurancediegar
prevention or timely detection of unauthorized asitjons, use or disposition of our assets thatcbave a material
effect on our financial statements.

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Detem31, 2012.
Based on this evaluation, our management concltidgdve maintained effective internal control ofirancial
reporting as of December 31, 2012, based on aitetnternal Control—Integrated Framework issued by the
COSO.

Changes in Internal Control over Financial Reportirg
There have been no changes in our internal cooter financial reporting (as defined in Rules 134éfland 15d-15

(f) under the Securities Exchange Act) during thanended December 31, 2012 that have materiddigtafl, or are
reasonably likely to materially affect, our interantrol over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORA TE GOVERNANCE

The information contained in the Company'’s defi@tProxy Statement, which the Company will file wihe
Securities and Exchange Commission no later th@rda2s after December 31, 2012, with respect ®idantity,
background and Section 16 filings of directors arecutive officers of the Company; the Audit Contegtof the
Board of Directors and the Committee’s “audit coted financial expert”, the Company’s proceduresvhych
security holders may recommend nominees to thedBoabirectors; and the Company’s code of ethigdiapble to
its chief executive, financial, and accounting adfis is incorporated herein by reference to thim it

ITEM 11. EXECUTIVE COMPENSATION

The information contained in the Company'’s defi@tProxy Statement, which the Company will file wihe
Securities and Exchange Commission no later th@dags after December 31, 2012, with respect tcthr and
executive compensation, the Compensation Comnuftédee Board of Directors and the Compensation Cdtem
Report, is incorporated herein by reference in@esp to this item.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

The information contained in the Company’s defitProxy Statement, which the Company will file wihe
Securities and Exchange Commission no later th@mdags after December 31, 2012, with respect toteership
of common stock by certain beneficial owners andagament, and with respect to the Company’s congpiens
plans under which our equity securities are autiearifor issuance, is incorporated herein by referea this item.

For purposes of determining the aggregate markaewat the Company’s voting and non-voting commtarck held
by non-affiliates, shares held by all directors ardcutive officers of the Company have been exxud@he
exclusion of such shares is not intended to, aatl sbt, constitute a determination as to whictspas or entities
may be “affiliates” of the Company as defined bg Becurities and Exchange Commission.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSAC TIONS, AND DIRECTOR
INDEPENDENCE

The information contained in the Company'’s defi@tProxy Statement, which the Company will file wihe
Securities and Exchange Commission no later th@dags after December 31, 2012, with respect tdedlparty
transactions and director independence, is incatpdrherein by reference in response to this item.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
Summary of Auditor Fees and Pre-Approval Policy

Our Audit Committee has adopted a policy that rezgipre-approval of all audit and permitted noniasetvices
that may be performed by our independent registpubtic accounting firm. Under this policy, eaday, at the time
it engages the auditors, the Audit Committee prerayes the audit engagement terms and fees ancls@aypre-
approve detailed types of audit-related and pegohithx services, subject to certain dollar lintisshbe performed
during the year. All other permitted non-auditvéegs are required to be pre-approved by the AQdimmittee on an
engagement-by-engagement basis. All of the aufiitzs for the last two years, as detailed belowevpee-approved
by the Audit Committee or the full Board of Direcdo The Audit Committee may delegate its authdotpre-
approve services to one or more of its memberssw/aactivities are reported to the Audit Committeeach
regularly scheduled meeting.

As disclosed in our 8-K filed with the SEC on Det®m20, 2011, the Company dismissed its independgrgtered
accounting firm PricewaterhouseCoopers LLP on Ddxer6, 2011 and engaged on the same day ChelkgeBe
& Holland, L.L.P., now known as Cherry Bekaert LLBs its new independent registered accounting firm
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The following table represents a summary of the felted for professional services rendered to R&riviedia by
Cherry Bekaert LLP for the annual audits of 2018 2011, and for the reviews of Remark Media’s firiah
statements included in the quarterly reports omFb0-Q for the years 2012 and 2011.

2012 2011
Audit-Related Fee $ 205,000 $ 150,520
Other Fee: 34,450 -
Total $ 239,450 $ 150,520
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULE S
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, as ameritied
registrant has duly caused this report to be sigmeits behalf by the undersigned, thereunto dutharized.

April 15, 2013

Remark Media, Inc

By: /s/Kai-Shing Tao
Kai-Shing Tao
Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, as amended, this report has sigaed below
by the following persons on behalf of the Registieamd in these capacities.

Name

Title

/s/ Kai-Shing Tac

Kai-Shing Tao

/s/ Theodore P. Bott

Theodore P. Bott

Chief Executive Officer, Chairman April 15, 2013
of
the Board of Directors (Princip
Executive Officer, Principal
Financial
Officer and Principal Accountir
Officer)

Member of the Board of Directors April 15, 2013
(Chairman of the Audit Committe
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EXHIBIT INDEX

Exhibit Registrant’s Exhibit Filed
Number Description of Document Form Dated Number Herewith

2.1 Agreement and Plan of Merger, dated as of April 20,  S-4/A 7/10/2007 Annex A
2006, among HowsStuffWorks, Inc., HSW International,
Inc. (now known as Remark Media, Inc.), HSW
International Merger Corporation and INTAC
International, Inc.

2.2 First Amendment to Agreement and Plan of Merger, S-4/A 7/10/2007 Annex B
dated January 29, 2007, among HowStuffworks, Inc.
(now known as Remark Media, Inc.), HSW
International, Inc., HSW International Merger
Corporation and INTAC International, Inc.

2.3 Second Amendment to Agreement and Plan of Merger, S-1/A 1/14/2008 2.3
dated August 23, 2007, among HowStuffWorks, Inc.
(now known as Remark Media, Inc.), HSW
International, Inc., HSW International Merger
Corporation and INTAC International, Inc.

2.4 Share Purchase Agreement among INTAC Internati 8-K 2/20/2008 2.4
Inc., China Trend Holdings Ltd. and Wei Zhou, dated
February 15, 2008

2.5* Agreement and Plan of Merger dated as of November 8-K 12/3/2008 10.25
26, 2008, by and among HSW International, Inc. (now
known as Remark Media, Inc.), DS Newco, Inc.,
DailyStrength, Inc. and Douglas J. Hirsch

2.6 (1) Asset Purchase Agreement by and among HSW 10-Q 11/16/200¢ 10.28
International, Inc. (now known as Remark Media,)Jnc
DailyStrength, Inc., DS Acquisition, Inc. and Stae,
Inc., dated as of October 30, 2009

2.7 (1) Agreement and Plan of Merger among Remark Media, 8-K 2/28/2012 2.1
Inc. Remark Florida, Inc. and Banks.com, Inc. dated
February 26, 2012

2.8 Amendment No. 1 to Agreement and Plan of Merger 8-K 6/6/2012 2.1
among Remark Media, Inc., Remark Florida, Inc. and
Banks.com, Inc. dated June 5, 2012

3.1 Second Restated Certificate of Incorporation of Bem 10-K 3/23/2012 3.1
Media, Inc.

3.2 Second Amended and Restated Bylaws of HSW 8-K 12/18/2000 3.2
International, Inc. (how known as Remark Media,)inc

4.1 Specimen certificate of common stock of Remark 10-K 3/23/2012 4.1
Media, Inc.
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4.2

4.3

4.4

4.5

4.6+

4.7

4.8

4.9

4.1

10.1

10.2

10.3

10.4

10.5

HSW International 2006 Equity Incentive Plan S-8
HSW International, Inc. 2010 Equity Plan 8-K
Registration Rights Agreement among HSW 8-K

International, Inc. (now known as Remark Media,)nc
HowStuffWorks, Inc. and Wei Zhou dated as of Octc
2, 2007

Registration Rights Agreement among HSW 8-K
International, Inc. (now known as Remark Media,)inc
and American investors dated as of October 2, 2007

Affiliate Registration Rights Agreement dated as of 8-K
October 2, 2007

Common Stock Purchase Warrant dated March 4, 2011 8-K
issued to Theorem Capital LLC

Form of Warrant to Purchase Common Stock dated 8-K
February 27, 2012 issued to investors

Warrant to Purchase Common Stock dated February 27, 8-K
2012 issued to Janney Montgomery Scott LLC

Registration Agreement dated February 27, 2012 ng 8-K
Remark Media, Inc. and the investors named therein

Amended and Restated Stockholders Agreement, dated S-4/A

as of January 29, 2007, among HowStuffWorks, Inc.,
HSW International, Inc. (now known as Remark Media,
Inc.) and Wei Zhou

First Amendment to Amended and Restated S-1/A

Stockholders Agreement, dated as of December 17,
2007, among HowsStuffWorks, Inc., HSW International
and (now known as Remark Media, Inc.) Wei Zhou

Contribution Agreement (PRC Territories) between 8-K
HowStuffWorks, Inc. and HSW International, Inc. {no

known as Remark Media, Inc.), dated as of October 2

2007

Contribution Agreement (Brazil) between 8-K
HowStuffWorks, Inc. and HSW International, Inc. {no

known as Remark Media, Inc.) dated as of October 2,

2007

Update Agreement between HowStuffWorks, Inc. and  8-K
HSW International, Inc. (now known as Remark Media,
Inc.) dated as of October 2, 2007
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11/5/2007

6/21/201C

10/9/2007

10/9/2007

10/9/2007

3/10/2011

2/28/201z2

2/28/201z

2/28/201z

7/10/2007

1/14/200¢

10/9/2007

10/9/2007

10/9/2007

4.2

10.34

10.6

10.5

10.7

4.6

4.1

4.2

10.2

Annex H

10.2

10.2

10.1

10.4






10.6

10.7

10.8

10.9

10.1

10.11

10.12

10.13

10.14***

10.14.1%+*

10.15

10.16

Stock Purchase Agreement dated as of January 29, 20 S-4/A
between HSW International, Inc. (now known as
Remark Media, Inc.) and Ashford Capital

First Amendment to Stock Purchase Agreement dat S-1/A
of August 23, 2007 between HSW International, Inc.
(now known as Remark Media, Inc.) and Ashford

Capital

Stock Purchase Agreement dated April 20, 2006
between HSW International (now known as Remark
Media, Inc.) and Harvest 2004, LLC

S-4/A

First Amendment to Stock Purchase Agreement da S-4/A
of August 23, 2007 between HSW International (now

known as Remark Media, Inc.) and Harvest 2004, LLC

Stock Purchase Agreement dated as of January 29, 20 S-4/A
between HSW International, Inc. (now known as
Remark Media, Inc.) and the Purchasers named therei

First Amendment to Stock Purchase Agreement da S-1/A
of August 23, 2007 between HSW International, Inc.

(now known as Remark Media, Inc.) and the purclzaser
named therein

Stock Purchase Agreement dated April 20, 2006 S-4/A

between HSW International, Inc. (now known as
Remark Media, Inc.) and DWS Finanz-Service GmbH

First Amendment to Stock Purchase Agreement dated S-4/A
January 29, 2007 between HSW International, Inawi

known as Remark Media, Inc.) and DWS Finanz-

Service GmbH

Amended and Restated Consulting Agreement dated S-4
August 23, 2006 between HSW International, Incw(no

known as Remark Media, Inc.) and Jeffrey T. Arnold

Amendment No. 1 to the Amended and Restated 8-K
Consulting Agreement dated August 23, 2006 between
HSW International, Inc. (how known as Remark Media,

Inc.) and Jeffrey T. Arnold

Amended and Restated Letter Agreement between S-1/A
HowStuffWorks, Inc. and HSW International, Inc. o
known as Remark Media, Inc.) related to certaihteg

in India and Russia dated as of December 17, 2007

Amended and Restated Letter Agreement between S-1/A
HowStuffWorks, Inc. and HSW International, Inc. o
known as Remark Media, Inc.) related to certain

trademark rights dated as of December 17, 2007

7/10/2007 Annex I

1/14/200¢ 10.11

7/10/2007 Annex K

7/10/2007 Annex L

7/10/2007 Annex I<

1/14/200¢ 10.11
7/10/2007 Annex K
7/10/2007 Annex L
3/14/2007 10.11
9/23/200¢ 10.14
1/14/200¢ 10.15
1/14/200¢ 10.16
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10.17** Employment Agreement dated October 16, 2001 8-K 10/30/200: 10.5
between INTAC International, Inc. and Wei Zhoud(
by INTAC International, Inc., Commission File No
000-32621)

10.18 Share Purchase Agreement, dated January 29, 2007, S-4/A 7/10/2007 Annex R
among INTAC International, Inc., INTAC Internatidna
Holdings Limited, INTAC (Tianjin) International
Trading Company, Cyber Proof Investments Ltd. and
Wei Zhou

10.19  First Amendment to Share Purchase Agreement dated S-1/A 1/14/2008 10.19
as of August 23, 2007 among INTAC International,
Inc., INTAC International Holdings Limited, INTAC
(Tianjin) International Trading Company, Cyber Aroo
Investments Ltd. and Wei Zhou

10.2 Termination Agreement by and between HSW S-1/A 1/14/2008 10.2
International, Inc. (how known as Remark Media,)inc
and HowStuffWorks, Inc., dated as of December 17,
2007

10.21  Stock Purchase Agreement between HSW Internati 8-K 2/20/2008 10.21
Inc. (now known as Remark Media, Inc.) and the
investors named therein, dated February 15, 2008

10.22*** Separation Agreement with J. David Darnell date¢yMa 10-Q 5/15/2008 10.22
13, 2008

10.23* 2008 Executive Compensation Plan 8-K/A 1/16/2009 10.23

*kk

10.24* Content License Agreement dated September 17, 2008 10-Q 11/14/200¢ 10.24
between HSW International, Inc. (now known as
Remark Media, Inc.) and World Book, Inc. and
Amendment

10.25 Form of Director and Officer Indemnification 8-K 1/16/2009 10.1
Agreement

10.26*** Letter Agreement by and between HSW International, 10-Q 11/16/200¢ 10.26
Inc. (now known as Remark Media, Inc.) and Gregory
Swayne dated September 28, 2009

10.27*** Confidential Separation and Release Agreement dated 10-Q 11/16/200¢ 10.27
as of September 28, 2009, by and between HSW
International, Inc. (how known as Remark Media, )nc
and Henry Adorno

10.29  Subscription Agreement by and between HSW 10-Q 11/16/200¢ 10.29
International, Inc. (how known as Remark Media, )nc
and Sharecare, Inc., dated as of October 30, 2009
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10.3 Secured Promissory Note issued by HSW Internatjonal 10-Q 11/16/200¢ 10.3
Inc. (now known as Remark Media, Inc.) to Sharecare
Inc., dated as of October 30, 2009

10.31* Letter Agreement for Services Agreement by and 10-Q/A 1/22/2010 10.31
between HSW International, Inc. (now known as
Remark Media, Inc.) and Sharecare, Inc., dated as o
October 30, 2009

10.31.1 First Amendment to the Letter Agreement for Serwice  8-K 1/7/2010 10.31.1
by and between Sharecare, Inc. and HSW Interndtiona
Inc. (now known as Remark Media, Inc.) dated
December 30, 2009

10.31.2 Second Amendment to the Letter Agreement for 10-Q 8/12/2010 10.35
Services by and between Sharecare Inc (now known as
Remark Media, Inc.) and HSW International, Inc ediat
June 30, 2010

10.32  License Agreement dated as of October 30, 2009, by 10-Q/A 1/22/2010 10.31
and among HSW International, Inc. (now known as
Remark Media, Inc.), Sharecare Inc. ZoCo 1, LLC,
Discovery SC Investment, Inc., Oz Works, L.L.C.dan
Arnold Media Group, LLC

10.33  Sublease Agreement by and between HSW 8-K 4/5/2010 10.33
International, Inc. (how known as Remark Media, )nc
and Sharecare, Inc. dated as of March 30, 2010

10.34*** | etter Agreement by and between HSW International, 10-Q 5/14/2010 10.34
Inc. (now known as Remark Media, Inc.) and Eric
Orme

10.39* Option to Purchase Shares of Common Stock between 10-K 3/29/2011 10.39
HSW International Inc. (how known as Remark Media,
Inc.) and Sharecare Inc. dated November 17, 2010

10.4 Services Agreement effective as of April 19, 2010, 10-K 3/29/2011 10.4
between HSW International, Inc. (now known as
Remark Media, Inc.) and Discovery Communications,
LLC.

10.41*** Letter Agreement between HSW International, Inc. 10-K 3/23/2012 10.41
(now known as Remark Media, Inc.) and Carrie Fer

10.42*** Separation and Release Agreement and Independent 10-K 3/23/2012 10.42
Contractor Agreement dated February 14, 2012 bet
Remark Media, Inc. and Gregory M. Swayne

10.43*** Separation and Release Agreement and Independent 10-K 3/23/2012 10.43
Contractor Agreement dated February 14, 2012 bet
Remark Media, Inc. and Shawn G. Meredith

10.44(1) Purchase Agreement dated February 27, 2012, among 8-K 2/28/2012 10.1
Remark Media, Inc. and the investors named therein
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10.45

10.46*

10.47*

10.48

10.49

10.5

10.51

10.52

10.53*

141

21.1

23.1

31.1

32.1*

Amended and Restated Promissory Note in the
principal amount of $125,000 Kimberly and Daniel
O’Donnell dated June 28, 2012

First Amendment to Letter Agreement for Employnr  10-Q/A

between remark Media, Inc. and Carrie B. Ferman
dated effective October 1, 2012

Senior Secured Convertible Promissory Note dated
November 23, 201

Security Agreement between Remark Media, Inc. and
Digipac, LLC dated November 23, 2012

Sublease Agreement between Holland & Knight and
Remark Media, Inc. dated February 28, 2013

Membership Interest Purchase Agreement between
Remark Media, Inc., Pop Factory LLC, Howard
Sonnenschein and Gail Sonnenschein dated March 29,
2013

Senior Secured Convertible Promissory Note dated
March 28, 2013

Amendment Number One to Security Agreement
between remark Media, Inc. and Digipac, LLC dated
March 28, 2013

Services Agreement between Remark Media, Inc. and 10-Q/A

TheStreet, Inc. effective November 15, 2012

HSW International, Inc. Amended and Restated Code
of Business Conduct and Ethics

Subsidiaries

Consent of Cherry, Bekaert & Holland

Certification by the Principal Executive Officer,
Principal Financial Officer and Principal Accourgin
Officer pursuant to Section 240.13a-14 or section
240.15d-14 of the Securities and Exchange Act of
1934, as amended

Certification by the Principal Executive Officer,
Principal Financial Officer and Principal Accourgin
Officer pursuant to 18 U.S.C. 1350 as adopted faunt
to Section 906 of the Sarbanes-Oxley Act of 2002

101.INS** XBRL Instance Document

101.SCH* XBRL Taxonomy Extension Schema
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8-K

8-K

8-K

8-K

8-K

8-K

8-K

8-K

10-K

6/29/2012

11/27/201.

11/23/201.

11/23/201.

3/6/2013

4/4/2013

4/4/2013

4/4/2013

3/25/2013

4/18/2008

3/23/2012

10.1

10.2

10.1

10. 2

10.1

2.1

10.1

10.2

10.1

141

21.1

X*






101.CAL** XBRL Taxonomy Extension Calculation Linkbase X

101.CAL** XBRL Taxonomy Definition Linkbase X
101.LAB** XBRL Taxonomy Extension Label Linkbase X
101.PRE** XBRL Taxonomy Extension Presentation Linkbase X

(1) Schedules and exhibits have been omitted flmrekhibits. A list of omitted schedules and exkiks set forth
immediately following the table of contents of #aehibit. Copies will be provided to the Commissigon request.

* The registrant has requested confidential treatméth respect to certain portions of this exhilitich portions
have been omitted from this exhibit and have béed $eparately with the United States Securities Bxchange
Commission.

** These exhibits are furnished to the SEC as aganyging documents and are not to be deemed “fil@dpurposes
of Sections 11 and 12 of the Securities Act of 1%33amended, and Section 18 of the SecuritiesdExghAct of

1934 or otherwise subject to the liabilities ofgaesections nor shall they be deemed incorporateeférence into
any filing under the Securities Act of 1933 or Becurities Exchange Act of 1934.

***Executive Compensation Arrangement pursuant®@i @®)(10)(iii)(A) of Regulation S-K
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referendes Registration Statements (Form S-8 Nos. 383149 and
333-168800, and Form S-3 No. 333-180290) of ReriveHia, Inc. of our report dated April 15, 2013 tethto the
consolidated financial statements as of Decembef@12 and 2011, and for the years then endedydedlin this
Annual Report on Form 10-K.

/sl Cherry Bekaert LLI
Atlanta, GA

April 15, 2013



Exhibit 31.1

Certification pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Shing Tao, certify that:

Date: April 15, 201!

/s/ Shing Tao

1.

| have reviewed this annual report on Form 10-Refark Media, Inc.;

2. Based on my knowledge, this report does notaterny untrue statement of a material fact or

omit to state a material fact necessary to makstttements made, in light of the
circumstances under which such statements were,matimisleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememnts,other financial information included in

4.

5.

this report, fairly present in all material respettte financial condition, results of operations
and cash flows of the registrant as of, and fa,gériods presented in this report;

am responsible for establishing and maintaimisclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 115(d)) for the registrant and have:
a)Designed such disclosure controls and procedoregused such disclosure controls and
procedures to be designed under our supervisie@msare that material information relating
to the registrant, including its consolidated sdiasies, is made known to us by others within
those entities, particularly during the period ihieh this report is being prepared;
b)Designed such internal control over financialopg, or caused such internal control over
financial reporting to be designed under our sup&m, to provide reasonable assurance
regarding the reliability of financial reportingathe preparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c)Evaluated the effectiveness of the registrarissldsure controls and procedures and
presented in this report our conclusions aboueffextiveness of the disclosure controls and
procedures, as of the end of the period coveratibyeport based on such evaluation; and
d)Disclosed in this report any change in the regigts internal control over financial
reporting that occurred during the registrant’s mmesent fiscal quarter (the registrant’s fourth
fiscal quarter in the case of an annual report) ltha materially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

have disclosed, based on my most recent el@tuaf internal control over financial reporting,
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or
persons performing the equivalent functions):

a)All significant deficiencies and material weaksesin the design or operation of internal
control over financial reporting which are reasdpdiely to adversely affect the registrant’s
ability to record, process, summarize and repagtrftial information; and

b)Any fraud, whether or not material, that involveanagement or other employees who have
a significant role in the registrant’s internal tmhover financial reporting.

Shing Tac

Chief Executive Officer (Principal Executive Offigérincipal Financial Officer and Principal Accding

Officer)

A signed original of this written statement reqdit®y Section 302, or other document authenticatiognowledging, or
otherwise adopting the signature that appearspedyorm within the



Exhibit 32.1
Certification pursuant to Title 18 of the United States Code Section 1350,
as adopted pursuant to Section 906 of Sarban€xley Act of 2002

CERTIFICATION PURSUANT TO
RULE 13a-14(b) UNDER THE SECURITIES EXCHANGE ACT QB34
AND 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of Remark Medic. (the “Company”) on Form 10-K for the
period ended December 31, 2012, as filed with #®ubties and Exchange Commission on the date fhiereo
(the “Report”), I, Shing Tao, Chief Executive Officof the Company, certify, to the best of my knedge,
pursuant to Rule 13a-14(b) under the Securitieh&xge Act of 1934 and 18 U.S.C. Section 1350, as

adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that:

(1) The
Report
fully
complies
with
the
requirements
of
Section
13
(a)
or
15
(d)
of
the
Securities
Exchange
Act
of
1934;
and

(2) The
information
contained
in
the
Report
fairly
presents,
in
all
material
respects,
the
financial
condition
and
results
of
operations
of
the
Company.

April 15, 2013

By:/s/ Shing Ta«
Shing Tao




Chief Executive Officer (Principal
Executive Officer, Principal Financial
Officer and Principal Accounting Officer)

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notge
filed as part of the Report or as a separate discdbodocument. This certification shall not be deeéttiiled”
for purposes of Section 18 of the Securities Exgbafict of 1934 (“Exchange Act”) or otherwise sulbjec
liability under that section. This certificationahnot be deemed to be incorporated by referemoeany
filing under the Securities Act of 1933 or the Eangge Act except to the extent this Exhibit 32 ipressly

and specifically incorporated by reference in amghsfiling.

A signed original of this written statement reqdit®y Section 906, or other document authenticating,
acknowledging, or otherwise adopting the signatiia¢ appears in typed form within the electronicsian
of this written statement required by Section 3@ been provided to Remark Media, Inc. and will be
retained by Remark Media, Inc. and furnished toSkeurities and Exchange Commission or its stadhup
request.



