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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D. C. 20549

FORM 10-Q

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

For the quarterly period ended June 30, 2012

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

For the transition period fro to
Commission File No. _ 0033935

WIZZARD SOFTWARE CORPORATION
(Exact name of registrant as specified in its @hrar

COLORADO 87-060986C

(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No

5001 Baum Boulevard, Suite 770
Pittsburgh, Pennsylvania 15213
(Address of Principal Executive Offices)

Registrant's Telephone Number: (412) 621-0902

Indicate by check mark whether the registrant @4 filed all reports required to be filed by Sexwsid 3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mof(ahgor such shorter period that the registrans wejuired to file such reports),
and (2) has been subject to such filing requiremtthe past 90 days. (1) Yes[X] No[ ] (2) Yes [X] No[ ]

Indicate by check mark whether the registrant dsnitted electronically and posted on its corpokéb site, if any, every Interactive
Data File required to be submitted and posted @untsto Rule 405 of Regulation S-T (§232.405 of tfiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such filesy [¥&@ No [ ]

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, m-accelerated filer or a smaller reporting
company. See definition of “large acceleratedrfiléaccelerated filer” and “smaller reporting cqrany” in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer [ ] Accelerated filer [ ]
Non-accelerated filer [ ] Smaller reporting company [ X ]

Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExgje Act). Yes [] No [X]

As of August 4, 2012, there were 8,731,080 shafesmmon stock, par value $0.001, of the registissued and outstanding.*

* Unless otherwise indicated herein, all shareif@s in this Quarterly Report retroactively reflda reverse split of the registrant’s outstanding
shares of common stock in the ratio of one for weelhich was effectuated on February 23, 2012.




PART | - FINANCIAL INFORMATION

Item 1. Financial Statements

The Unaudited Consolidated Financial StatementseCompany required to be filed with this 10-Q Qesdy
Report were prepared by management and commerntbe dollowing page, together with related notesthie
opinion of management, the Unaudited Consolidatedrf€ial Statements fairly present the financialdition of

the Company.
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WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

CURRENT ASSETS:
Cash
Accounts receivable, net of $34,200 allowance
Prepaid expenses
Total current assets

PROPERTY AND EQUIPMENT, net
GOODWILL
OTHER ASSETS

Total assets

CURRENT LIABILITIES:
Accounts payable
Accrued expenses
Deferred revenue

Total current liabilities

Total liabilities

STOCKHOLDERS' EQUITY

Common stock, $.001 par value, 200,000,000eshzuthorized,
8,731,080 and 8,125,530 shares issued asthading,
respectively

Additional paid-in capital

Accumulated deficit

Total stockholders' equity
Total liabilities and stockholdegguity

See accompanying notes to these unaudited consaliflaancial statements.

June 30, December 31,
2012 2011
Unaudited
792,19: 1,442,46!
774,36! 586,68:
50,71( 40,05¢
1,617,261 2,069,20:
33,04¢ 36,30:
12,673,91 12,673,91
3,58¢ 3,58¢
14,327,80 14,782,99
637,54 658,54
157,63¢ 337,45
52,67( 10,54«
847,85( 1,006,53!
847,85( 1,006,53!
8,731 8,12¢
85,054,99 84,024,73
(71,583,771 (70,256,408
13,479,95 13,776,45
14,327,80 14,782,99




WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

April 1, 2012 tc April 1, 2011 t¢  Jan. 1,20121 Jan. 1, 20111
June 30, 201 June 30,201  June 30, 201 June 30, 201
REVENUE
Software 176,49¢ 130,01 314,56: 352,56t
Healthcar 1,166,95 776,46¢ 2,175,24 1,625,92
Media Service 693,66t 553,95: 1,402,92; 1,047,95.
Total Revenue 2,037,11 1,460,43! 3,892,73. 3,026,43
Software cost of goods s¢ 102,11! 83,16¢ 155,58! 151,59«
Healthcare cost of goods s 758,57¢ 521,62 1,427,63 1,108,53
Media Services cost of goods s 261,22¢ 210,93: 506,61: 422,76(
Total Cost of Goods Sold 1,121,91! 815,72: 2,089,83 1,682,89.
Gross Profit 915,19¢ 644,71: 1,802,89 1,343,541
OPERATING EXPENSE:
Selling expense 51,65¢ 54,724 137,48t 113,64t
General and administrati 921,49:. 764,16: 1,894,94. 1,537,79i
Consulting fee 208,73( 182,06! 968,30: 343,22
Research and developm 69,86 74,09¢ 135,74¢ 147,10t
Total Expenses 1,251,74! 1,075,04 3,136,48. 2,141,77
LOSS FROM OPERATIONS (336,546 (430,337 (1,333,582 (798,233
OTHER INCOME (EXPENSE]
Gain on disposal of assets 6,00( - 6,00( (243,876
Extension of notes payable - - - -
Interest incom 65 1,254 22¢ 2,53
Interest expens - - - (12,704
Other income 343 34C (11) 16,77¢
Total Other Income (Expense) 6,40¢ 1,594 6,21¢ (237,268
LOSS BEFORE INCOME TAXE: (330,138 (428,743 (1,327,368 (1,035,501
CURRENT INCOME TAX EXPENSL - - - -
DEFERRED INCOME TAX EXPENSE - - - -
NET LOSS AVAILABLE TO COMMON
SHAREHOLDERS (330,138 (428,743 (1,327,368 (1,035,501
BASIC LOSS PER COMMON SHARE
AVAILABLE TO COMMON SHAREHOLDERS (0.04 (0.06 (0. 16 (0.14
BASIC WEIGHTED AVERAGE COMMON
SHARES OUTSTANDINGC 8,658,72 7,647,72. 8,425,13 7,389,66!
DILUTED LOSS PER COMMON SHARE
AVAILABLE TO COMMON SHAREHOLDERS (0.04 (0.06 (0.16 (0.14'
DILUTED WEIGHTED AVERAGE COMMON
SHARES OUTSTANDINGC 8,658,72 7,647,72. 8,425,13 7,389,66!




WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

January 1, 2012 January 1, 2011
to June 30, 201 to June 30, 201

Cash Flows from Operating Activitir

NET LOSS AVAILABLE TO COMMON SHAREHOLDER:! (1,327,368 (2,035,501
Adjustments to reconcile net loss to net aasdd in operating
activities:
Amortization of discount on notes payz - 5,329
Cashless exercise of warre - -
Gain on sale of property and equipn (6,000) -
Stock for non cash expen 1,026,50¢ 12,442
Nol-cash compensatic- options issue: 4,359 45,275
Re-pricing of warrants and preferred stc - 243,876
Change in value of derivative liabil - (15,784
Nol-cash interest expense on notes pay - 9,942
Depreciation and amortization expe 13,742 32,096
Change in assets and liabiliti
(Increase) Decrease Accounts rebé (187,683 105,818
(Increase) Decrease Prepaid expe (10,656 (2,003
Increase (Decrease) Accounts pay (21,000 (295,829
Increase (Decrease) Accrued exp (179,815 (47,334
Increase (Decrease) Deferred revenue 42,125 (3,802
Net Cash Used in Operating Activities (645,791 (945,475
Cash Flows from Investing Activitie
Purchase of property & equipmt (10,483 (2,975
Proceeds from sale of property and equipr 6,000 -
Investment in marketable securit - (150,000
Net Cash Used in Investing Activities (4,483 (152,975
Cash Flows from Financing Activitie
Issuance of common sta - 3,923,57¢
Payments on notes paya - (1,000,000
Net Cash Provided by Financing Activities - 2,923,57¢
Net Increase in Cas (650,274) 1,825,12¢
Cash at Beginning of Period 1,442,46¢ 267,206
Cash at End of Period 792,191 2,092,331
Supplemental Disclosures of Cash Flow Infornra
Interes - 7,99¢
Income taxe - -
(Continued)

See accompanying notes to unaudited consolidateddial statements.




WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Continued)

Supplemental Schedule of Non-cash Investing andrf€img Activities:
For the six months ended June 30, 2012:

On February 24, 2012, the Company issued 37,500nmonshares upon the exercise of options value@&0H0
to board members for services rendered.

On March 21, 2012, the Company issued 28,334 conshares upon the exercise of options valued ab$4%p
consultants and employees for services rendered.

On March 21, 2012, the Company issued 429,169 canshares valued at $721,004 to consultants andogegs
for services rendered.

On May 29, 2012, the Company issued 70,553 comrhares valued at $118,529 to management for services
rendered.

On June 4, 2012, the Company issued 37,254 comhaesvalued at $76,371 to management for services
rendered

During the first six months of 2012, the compangoreled $4,359 of non-cash compensation expendedetfathe
vesting of certain stock options issued.

For the six months ended June 30, 2011:
On January 7, 2011, the Company issued 33,333 consimeres in payment of a $100,000 note.

On January 11, 2011, the Company issued 24,981 consimares in payment of a $65,000 note payablé&ayedi2
of accrued interest.

On January 19, 2011, the Company issued 20,833jisteeed and restricted shares of common stocldopthe
settlement with GHS Entertainment.

On January 31, 2011, the Company issued 2,647 consimeres upon the exercise of options valued 8487p
consultants and employees for services rendered.

On January 19, 2011, the Company recorded $1148Bd@pense for the re-pricing of the conversiorgof the
Series A Preferred Stock from $9.60 to $6.399996hare.

On January 19, 2011, the Company recorded $10hD6kpense for the re-pricing of the conversiorgof the
Warrants from $4.20 to $2.64 per share.

On January 19, 2011, the Company recorded $28,6&8pense for the re-pricing of the conversion @€ the
Warrants from $6.00 to $2.64 per share.

On April 25, 2011, the Company issued 241,667 comsi@res upon notice of conversion of 1,547 shar8erie:
A Preferred Stock.

On April 28, 2011, the Company issued 1,500 comsi@res upon the exercise of options valued at 8450
consultants and employees for services rendered.

During the first six months of 2011, the compangoreed $45,275 of nocash compensation expense related t
vesting of certain stock options issued.




WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMEN®S

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE

Organization - Wizzard Software Corporation ['Parent"], a Coltwacorporation, was organized on July 1, 1998.
The Company operates in three segments, Softiaathcare and Media Services. The Software segmen
engages primarily in the development, sale, andaeof custom and packaged computer software mitsdiihe
Media Services provides podcast hosting, contemagement tools and advertising services. The hieade
segment operates primarily in the home healthcadehaalthcare staffing services in Wyoming and Maat On
September 8, 2005, Parent purchased all of thedsand outstanding shares of Interim Healthcak&ydming,
Inc. ["Interim"], @ Wyoming corporation, in a traaxgion accounted for as a purchase. On Februarg@7,
Parent organized Wizzard Acquisition Corp., a Pglvasia corporation, to acquire and dissolve it dperation
of Webmayhem, Inc. [‘Libsyn”]a Pennsylvania corporation, in a transaction adealfor as a purchase. On A}
3, 2007, Interim purchased the operations of Psidesl Personnel, Inc., d.b.a., Professional NgrBiersonnel
Pool [“PNPP”]. On June 22, 2012, Parent organkzetlire Healthcare of America ["‘FHA”"] and transfetrall the
shares of Interim to FHA.

Consolidation - The financial statements presented reflect thewats of Parent, Libsyn, FHA and Interim. All
significant inter-company transactions have beanieated in consolidation.

Accounting Estimates- The preparation of financial statements in comiity with generally accepted accounting
principles requires management to make estimaggassumptions that affect the reported amountsssta and
liabilities, the disclosures of contingent asseid kabilities at the date of the financial staterse and the reported
amounts of revenues and expenses during the neggrériod. Management made assumptions and estrfat
determining reserve for accounts receivable, otsahwentory and in determining the impairment efiite life
intangible assets and goodwill. Actual resultsldaliffer from those estimated by management.

Reclassification— The financial statements for the period endedr o June 30, 2012 have been reclassified to
conform to the headings and classifications usabénjune 30, 2012 financial statements.

Restatement- On February 23, 2012, the Company affected a 1Zaeverse stock-split. All references to stock
issuances and per share data have been refledteesim financial statements.

NOTE 2— GOING CONCERN

The accompanying consolidated financial statemieave been prepared in conformity with generallyeated
accounting principles of the United States of Ar@riwhich contemplate continuation of the Compasg going
concern. However, the Company has incurred siganifilosses and has not yet been successful inlisktag
profitable operations. These factors raise subistaddubt about the ability of the Company to coné as a going
concern. In this regard, management plans to néitias doubt by raising additional funds througtbidand/or
equity offerings and by substantially increasinkgsa There is no assurance that the Company e/luzcessful in
achieving profitable operations. The consoliddieancial statements do not include any adjustmérasmight
result from the outcome of these uncertainties.

NOTE 3— GOODWILL / DEFINITE-LIFE INTANGIBLE ASSETS

Goodwill consists of:

June 30
2012
Interim Healthcare of Wyomin- Caspel $ 585,88:
Interim Healthcare of Wyomin- Billings 603,78(
Webmayhem Inc. 11,484,25
Total Goodwill $ 12,673,91




WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENS

NOTE 3— GOODWILL / DEFINITE-LIFE INTANGIBLE ASSETS (Contiued)

The following is a summary of goodwill:
For the Six Months Ended  For the Year Ended

June 30 December 31
2012 2011
Goodwill at beginning of perio $ 12,673,991 $ 12,673,91
Goodwill at end of period $ 12,673,91 $ 12,673,91

NOTE 4- CAPITAL STOCK

Preferred Stock- The Company has authorized 10,000,000 shareetdrped stock, $.001 par value. As of June
30, 2012, the Company had no Series A Preferreslissued and outstanding.

1 for 12 Reverse Stock Split -©n February 8, 2012, the Company shareholders apgr@ 1 for 12 reverse stock
split for shareholders of record on February 23,20 he accompanying financial statements for ediqul
presented have been restated to reflect the Sgie. company issued 2,739 common shares for thédral shares
resulting from the split.

Common Stock- The Company has authorized 200,000,000 sharesnefon stock, $.001 par value. As of June
30, 2012, the Company had 8,731,080 common sheseed and outstanding.

On May 29, 2012, the Company issued 70,553 comrhares upon the exercise of options valued at $298®
management for services rendered.

On June 4, 2012, the Company issued 37,254 comh@esupon the exercise of options valued at $1637
management for services rendered.

During the first six months of 2012, the compangoreed $4,359 of non-cash compensation expendeddtathe
vesting of certain stock options issued.

NOTE 5—- STOCK OPTIONS AND WARRANTS

2010 Stock Option Plan - During 2010, the Boar®wéctors adopted a Stock Option Plan ("2010 Plathder
the terms and conditions of the 2010 Plan, the @@empowered to grant stock options to emplogeekofficers
of the Company. The total number of shares of comstock available under the 2010 Plan may notexkce
166,667. At June 30, 2012, no options were aviglabbe granted under the 2010 Plan. During thenenths
ended June 30, 2012, the Company granted 123,8®hsp

2009 Stock Option Plan - During 2009, the Boar®éctors adopted a Stock Option Plan ("2009 Plahder
the terms and conditions of the 2009 Plan, the @@empowered to grant stock options to emplogeekofficers
of the Company. The total number of shares of comstock available under the 2009 Plan may notexkce
166,667. At June 30, 2012, no options were aviglabbe granted under the 2009 Plan. During thenenths
ended June 30, 2012, the Company granted 24,18thept




WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENS

NOTE 5— STOCK OPTIONS AND WARRANTS (Continued)

2007 Key Employee Stock Option Plan - During 206@é,Board of Directors adopted a 2007 Key Empldyeek
Option Plan ("2007 Key Employee Plan"). Undertémens and conditions of the 2007 Key Employee Riam,
Board is empowered to grant stock options to ermgseyand officers of the Company. The total nunobshares
of common stock available under the 2007 Key Emgxtollan may not exceed 16,667. At June 30, 2@l2, n
options were available to be granted under the 2a87Employee Plan. During the six months endet R0,
2012, the Company granted 16,667 options.

2006 Key Employee Stock Option Plan - During 2@66,Board of Directors adopted a 2006 Key Empldyeek
Option Plan ("2006 Key Employee Plan"). Undertémens and conditions of the 2006 Key Employee Riam,
Board is empowered to grant stock options to ermgseyand officers of the Company. The total nunobshares
of common stock available under the 2006 Key Emgxtollan may not exceed 11,459. At June 30, 2@l2, n
options were available to be granted under the 2886Employee Plan. During the six months endet: R0,
2012, the Company granted 11,459 options.

The fair value of option grants during the six nfenénded June 30, 2012 and 2011 was determinegl th&in
Black-Scholes option valuation model. The sigmifitweighted average assumptions relating to theatian of
the Company’s Stock Options for the six months entiene 30, 2012 and 2011 were as follows:

2012 2011
Dividend yield 0% 0%
Expected life 3yrs 3yrs
Expected volatility N/A 100.74
Risk-free interest rat N/A 1.09%

A summary of the status of options granted at Bihe012, and changes during the period then eadeds
follows:

For the Six Months Ended June 30, 2!

Weighted

Weighted  Average

Average Remaining Aggregate

Exercise Contractual Intrinsic

Shares Price Term Value

Outstanding at beginning of peri 119,597 $ 7,72 2.7year $ -
Granted 173,641 0.0C - -
Exercisec (173,641 0.0C - 305,50:
Forfeited (32,753 20.4¢ - -
Expired 0 - - -
Outstanding at end of period 86,844 2.92 1.5 year -
Vested and expected to vest in the
future 86,844 2.92 1.5 year -
Exercisable at end of period 80,298 2.9¢€ 1.5 year -
Weighted average fair value of
options grante: 86,844 $ 2.92 l5year $ -

The Company had 10,922 non-vested options at themiag of the period with a weighted average eiserprice
of $2.16. At June 30, 2012 the Company had 6,6d6;vested options with a weighted average exeprise of
$2.16.

10




WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENS

NOTE 5— STOCK OPTIONS AND WARRANTS (Continued)

During the six months ended June 30, 2012 and 28&1Company recorded $4,359 and $45,275 of nom-cas
compensation expense related to the vested stditlnepssued to employees.

For the six months ended June 30, 2012 and 20&Cdmpany recorded non-cash compensation costO&f, $31
and $12,442 for vested and exercised options issuetnagement, board members, employees and tamtsul

NOTE 6- LOSS PER COMMON SHARE

The following data show the amounts used in comgutiss per share and the weighted average nuribbares
of common stock outstanding for the periods present

For the Three Month For the Six Month:
Ended June 3( Ended June 3(
2012 2011 2012 2011
Net loss (numerato $ (330,138 $ (428,743 $ (1,327,368 $ (1,035,501

Accrued dividenc

Net loss available to commq

shareholders (numeratc $ (330,138 $ (428,743 $ (1,327,368 $ (1,035,501
Weighted average number of common

shares outstanding during the period

used in loss per share (denomina 8,658,72 7,647,72. 8,425,13¢ 7,389,66!

At June 30, 2012, the Company had 497,738 warauittanding to purchase common stock of the Company
$2.64 to $5.16 per share, and the Company had 8®&84ons outstanding to purchase common stockeof t
Company at $2.16 to $5.52 per share which werénebtded in the loss per share computation bectneeeffect
would be anti-dilutive.

At June 30, 2011, the Company had 497,738 warmristanding to purchase common stock of the Company
$2.64 to $5.16 per share, the Company had 23,468nspoutstanding to purchase common stock of tmiany

at $4.20 to $26.40 per share, and 7% cumulativieSeérPreferred shares wherein the holder could@drihe not
into 625,000 shares of common stock which weranwtided in the loss per share computation bectgseeffect
would be anti-dilutive.

NOTE 7- SEGMENT REPORTING

The Company’s operations are divided into threejrhdent segments — software, media and healtfidzze.
Company does not have any inter-segment revenuetharCompany uses the same accounting princigies 1o
prepare the consolidated financial statementslfaparating segments.

Software -The Company attributes revenues from the developgrsate, and service of custom and packaged
computer software products at the time the produshipped and collections are likely and from @ibimedia
publishing services at the time the service is jgied.

Media — The Company attributes revenue from digital mediblighing service at the time the service is predid
and collection is likely.

Healthcare - The Company attributes revenue from home healtharadestaffing services at the time the services
are rendered and collections are likely.

11




WIZZARD SOFTWARE CORPORATION AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENS

NOTE 7- SEGMENT REPORTING (Continued)
The Chief Operating Decision Maker (CODM) is oue$ident and Chief Executive Officer. The CODM aditas
resources to and assesses the performance of paiing segment using information about its reeesmd net

income (loss).

The following is a summary of the Company’s openagi by segment for the six months ended June 3@, a0d
2011: (in thousand:

2012 2011
Software Media Healthcare Total Software Media Healthcare Total
Net revenue $ 315% 1,40%% 2,175% 3,89%% 352% 1,04¢€$ 1,62€$ 3,02¢
Other income/expens (1) 6 1 6 (238) - 1 (237)
Net income (loss $ (1,868'¢ 249¢ 292¢ (1,327’ (1,066'¢ (53)¢ 84¢ (1,035
Total asset 201 11,911 2,211 14,327 1,79¢ 18,84: 2,55¢ 23,197
Depreciatior 0 12 2 14 0 29 3 32

The following is a summary of the Company’s openadi by segment for the three months ended JuriZd3@, and
2011: (in thousands)

2012 2011
Software Media Healthcare Total Software Media Healthcare Total
Net revenue $ 177% 694% 1,167% 2,03¢$ 129% 554% 777% 1,46C
Other income/expens - 6 - 6 1 - 1 2
Net income (loss $ (616)g 100g 1864 (330)g (488)g Dg 644 (428)
Depreciatior 0 6 1 7 0 14 1 15

NOTE 8- SUBSEQUENT EVENT
Subsequent events have been evaluated througlathewmd time this quarterly report on Form 10-Q fited:

On July 20, 2012, the Board of Directors adopt@B2 Stock Option Plan ("2012 Plan"). Under threnteand
conditions of the 2012 Plan, the Board is empowéwegtant stock options to employees and officéithe
Company. The total number of shares of commorkstwailable under the 2012 Plan may not exceedd300.

Wizzard held its annual shareholder meeting on 30tk at which time the proxy voting results wena@unced.
The shareholders of Wizzard where 95% of the shayes] were cast in favor of the acquisition of FAR the
addition of FAB’s founder and CEO to the board bédtors.

On August 2, 2012, the Company issued 15,784 conshares upon the cashless exercise of warrantsdralu
$67,086.

On August 14, 2012, the Company entered into a akmendment Agreement with holders of its Common
Stock Purchase Warrants. Under the terms of theekgent, the parties agreed to reduce the exgnétse=of the
Warrants from $5.16 per share to $3.25. The Watalders exercised 341,208 warrants for 341,2@8eshof the
Company's Common Stock. The Company receivedroeepds of $1,042,391, and recorded $122,334 otash
expense for the re-pricing of the warrants.

12




Item 2. Management's Discussion and Analysis

Safe Harbor Statement

Statements made in this Form 10-Q which are natlpinistorical are forward-looking statements witlspect to
the goals, plan objectives, intentions, expectatifinancial condition, results of operations, fetperformance ar
business of the Company, including, without limdat (i) our ability to gain a larger share of tigital media,
home healthcare and speech recognition softwartesirids, our ability to continue to develop produahd services
acceptable to those industries, our ability toinetaur business relationships, and our abilityaise capital and the
growth of the digital media, home healthcare arebsh recognition software industries, and (ii)estants
preceded by, followed by or that include the wdirday", "would", "could", "should", "expects”, "pregts",

"anticipates”, "believes", "estimates”, "planshténds"”, "targets"”, "tend" or similar expressions.

Forward-looking statements involve inherent riskd ancertainties, and important factors (many oictviare
beyond the Company's control) that could causeaho#sults to differ materially from those set fom the
forward-looking statements, including the followjng addition to those contained in the Comparsfmrts on file
with the Securities and Exchange Commission: géeeaomic or industry conditions, nationally andfothe
communities in which the Company conducts busingsanges in the interest rate environment, legisiair
regulatory requirements, conditions of the se@sitharkets, changes in the digital media, homeHhuak and/or
speech recognition technology industries, the dgorakbnt of products and/or services that may bergugde the
products and services offered by the Company, ctitigge changes in the quality or composition of tiompany"
products and services, our ability to develop nesdpcts and services, our ability to raise capithinges in
accounting principles, policies or guidelines, fingl or political instability, acts of war or terism, other
economic, competitive, governmental, regulatory &uthnical factors affecting the Company’s operetjo
products, services and prices.

Accordingly, results actually achieved may diffeaterially from expected results in these statemeRtsward-
looking statements speak only as of the date theynade. The Company does not undertake, andfispéygi
disclaims, any obligation to update any forw#rdking statements to reflect events or circumstaraccurring afte
the date of such statements.

Highlights of Second Quarter, 2012

Below is an update of our entire business, frommedia business of podcasting and apps, where pecermost ¢
our future growth to occur, to our legacy businesseoffering core speech recognition and texieesh engines
and programming tools for software developers amdéhealthcare and staffing for the healthcarestrgiu
Currently, our healthcare operations make up 56#uofevenue, but we expect our Media businesg¢oie our
largest revenue generator at some point in theduwtnd to provide the largest revenue growth anfitpr We
believe this is due to the size of our podcastatpans, our market leadership position, our suliisthpresence in
iTunes and the potential monetization of the camtendistribute through our publishing platformyadising sale
of Apps and paid subscriptions for content. Thisvoek growth of our media operation has occurresidiathan
initially expected and it is Management’s opinibattwe are still in the early stages of growthtfas industry as
we are seeing the flow of quality content cominghi® Internet increase at a rapid pace and audiesizaving
increased interest in the medium. Wizzard belig¢kasour network and relevance in our industry eéhtinue to
grow and that Wizzard is positioned to be one eflédading companies in the podcast monetizatiombss.

1. WIZZARD MEDIA

Wizzard Media is the five-year old division for atdigital media and entertainment business. Wizkéedia is
currently the industry’s largest network of indegent and professional digital media publishersziiy RSS
(podcasting) as a distribution method. Duringgbeond quarter of 2012, the media segment expedean5%
increase in revenue over the second quarter of.2Wizzard's publishing platform manages 11,23@nt§.
Management believes that Wizzard Media offers ¢lagling podcast publishing platform in the industng is one
of only a few podcast publishing platforms that alpée to charge publishers for use of the servidee majority of
podcast publishing platforms offer their serviceffee, in hopes of making money exclusively frodvertising
sales. Management believes that our ability tagi&or the services we provide is a testamertieéajuality of
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service. In the second quarter of 2012, our fmtalishing service revenue, including data transfers $563,869
versus $415,816 in the second quarter of 2011. tglénumber of active episodes for the showshenwizzard
Network was 1,000,009 in the second quarter of 28ll»f which are available for immediate distriiom. With
the continuing success of iPods, iPhones, iPaddrdiais mobile phones, and Blackbesysmartphones, we exp
the number of content publishers using our seraimethe number of consumers watching the showsrttnue to
grow on an annual basis. Wizzard's LibsynPRO pritgr service had 84 network publishers in 2012z24td
Media derives a portion of its revenues througta dignsfer from PRO customers. During the secardtgr of
2012, revenue from data transfer totaled $119,592.

WIZZARD MEDIA — PUBLISHING SERVICES
Hosting, Distribution Network, Content, Platfo Development

The Wizzard Media network receives over 4.0 milliequests for shows per day. Our network reaches28
million people around the world, creating what Mg@aent believes is a strong media asset and auenpelling
platform for advertisers as well as smartphone saps. Download requests are calculated by cayittien numbe
of shows requested for download by audience memi#izzard works to generate profits by inserting
advertisements in the shows in partnership withstimv’s publishers, charging for the use of ourlighing
platform and through the sale of Apps. As theramliligital media industry is in the emerging stagies majority
of these shows are distributed without advertisind the total download requests listed above aréiged to give
an understanding of the potential size of advegisventory available for Wizzard’s third partyvadtising
partners and its in-house advertising sales teditl.to

Currently, Wizzard Media distributes digital shofes our producers to a variety of web portals aadtent
aggregators, for both download and video streamiiygproximately 70% of the shows Wizzard distrimiteach
audiences using Apple’s iTunes platform which idelsiiTunes on the computer, iPods, iPads, iPharteapple
TV. Itis Management’s opinion that the Wizzard dieNetworks substantial presence in the iTunes Podcast
is one of the Company’s most valuable assets asucoers using iTunes are early adopters and spendymo
regularly on digital media. We believe this prasdWizzard with a unique offering for advertisezsldng that
type of consumer and provides Wizzard with monétipaopportunities for its podcast publishers tlylothe sale
of individual and network wide Apps.

In the second quarter of 2012, Wizzard Media snsthits commitment to improving the stability aretfprmance
of the libysn platform as well as delivering updhteatures for several top priority initiatives lngd for the
company: Facebook integration and Premium PaidSuitiens. With the addition of these new consuifiaeing
products libsyn producers can monetize and fuhgage with their audiences in new distributionncieds. This
continued growth and expansion of the platformpaised Wizzard Media to broaden the scope of islyct
offerings while continuing to keep the libsyn ptath at the forefront of the industry.

Facebook Integration was improved to better levethg social reach of Facebook's OpenGraph to waepro
discovery and accessibility while simultaneousliyidg traffic and page views. These included lib&jirectory,
single sign-on to Facebook from Wizard’s mobile @ppd customizable OnPublish and Page Tabs Timatide
Pages. OnPublish was also extended to other smdiaks, allowing producers to promote their cahtarough
Twitter and on their own web sites and blogs.

Wizzard Media has continued to build its PremiundFRubscription Service with further customizatipinsproved
usability and additional premium services. Thenftuen Paid Subscription Service remains scalableeas
offerings are continually added. The subscriptitanagement interface now exposes paid users to mi@ium
offerings as well as increasing the visibility bétentire premium product line for all users.

The second quarter of 2012 also saw several lax@e setwork and infrastructure improvements aiated
improving overall reliability and management. Waed Media continues to improve the flexibility astability of
both the libsyn platform and the underlying infrasture. The origin storage architecture was aetmgnsively
restructured, resulting in a far more robust arsiliemt system that provides redundant, scalaldieage for libsyn
producers' content. CDN improvements includeda-@IDN strategy that allows Wizzard Media to utilizeltiple
CDNs, balancing traffic across the board as weflexsndependent producer or LibsynPro accounta fesult,
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Wizzard Media can work with the most reliable andteefficient CDNs available while continuing topide
stable, reliable service to its users. AdditiopdlibsynPro customers with pre-existing commitnsetiot other
CDNs can use the LibsynPro product in partnerstliip their hosting provider, opening the doors tareno
enterprise-level producers.

Along with the CDN improvements, enhancements ¢ditssyn data warehouse and reporting system btdagter
stats processing and improved reliability.

Wizzard Media mobile application development durtihg second quarter of 2012 saw improved integratiih
social networking services, comprehensive staldlitgl performance improvements, user experienceneeheents,
and the incorporation of Apple's "iCloud" serviogoi the iOS platform applications. Facebook andtf€wsharing
features are now much richer in how they interdtth wsers' social networks, facilitating audiencevgth from the
mobile platform. Numerous updates were made tarerstability of the applications as well as impnayv
performance with every new release.

In the upcoming months, the libsyn platform wilintimue to evolve into both an innovative, indudegding
publishing platform as well as a responsive, ggiteduct that is improved by and for its users.

WIZZARD MEDIA - APPS

Apps are small software applications that userspemohase and download to their Android, iPhoneiBod Toucl
mobile devices with relative ease. App categdriekide video games, sports, productivity, entertant,
education and health & fitness. Some of these Agppdree, while others have to be purchased. eTApps range
in price from $.99 to $100.00, with the average@rinder $4.99. Wizzard continues to push on fhesAnarket
using its podcast network and active podcastepsdmote the Apps to consumers. Apple, Amazon aoog@
retain 30% of all App sales to cover the cost afning the App Store and App owners/developers veced% of
the sales proceeds. Wizzard believes it can coatio generate revenue through the iTunes Storeglédlarket
Place and Amazon App Store.

Sale of Custom Podcast Apps

Wizzard created Apps that work on the iPhone andréid platforms and are currently for sale in theries App
Store, Google’s Market Place and Amazon’s App Stdfizzard has approximately 2,463 Apps for salth@se
three App Stores. Podcasters then market thejroxgn App to their shove audience, many of whom use iPho
iPads, iPods and Android phones. Management leslipgdcasters can be very successful marketing ththgir
audience, as they know their audience better thgaree else and are great influencers of their auegie The
reasons Management believes an audience membed waul to purchase Apps are: 1) Easier, fastersadoethe
content. 2) Bonus content exclusively for App 8s8) Inexpensive and easy way to support therftespodcast:
4) Social communication features.

Wizzard now offers Apps as a free monetization toglodcasters on the Wizzard Network as long e liave a
qualifying monthly account. Currently, there appeoximately 11,231 shows on the Wizzard Networ#t an
approximately 23 million monthly audience membelowonsume podcasts. Wizzard submits each App for
approval, which is not guaranteed and is baseti@neispective terms of service and approval proafetse App
Store, and manages the collecting of the revendealetribution of the podcaster’s share of the nesss. Wizzard
has submitted over 3,000 podcast Apps and hasveztapproval for 2,526 Apps. Wizzard retains apipnately
35% of the sale price that ranges from $.99 to%#h9Inost cases. During the second quarter of 2@l/2nue fror
App sales totaled $44,467.

Wizzard developed a “Network App” which allows taundreds of podcast Apps, inside one fully funciiofpp.
This is very similar to Amazon'’s Kindle App thatlndes tens of thousands of books inside one Apps
Network App, if accepted into the various App ssralows us to: 1) continue our business plarffeer é\pp
monetization tools to all producers in a streandirefficient process; 2) comply with the continyalolving and
sometimes inconsistent App approval standardstaiddesire not to have ‘cookie-cutter’ Apps fdrgddcasts in
iTunes in the App Store causing approval delaysrajettions; 3) have more control over the actuatketing of
the podcast Apps through expanded distributiomefetwork App and cross promotional opportunitidspocus
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more time and attention on podcast shows with taagdiences that sell more apps than the smaltkegsh shows.
As a result of this change in ‘go to market’ stggtéor iPhone Apps, Wizzard believes it could erdearevenues
going forward due to the fact that we will have mopntrol over the marketing of, wider distributiand more
opportunities to generate revenues with a Netwgrg.AFor example, we could include widespread tadye
promotions for Groupon or provide offers allowingople to earn Facebook credits. For our Amazon gkpgucts
we plan to continue to create individual Apps fodpasts on our network and off network, focusingoodcasts
with the largest audiences. As the Android Madaettinues to evolve, we may consider an optiorréate a
Network App as the business model dicta

Sale of Podcast Subscriptions and Episodes Viao@uPbdcast Apps

Once a podcaster has successfully marketed andAippaudience and has created a significant insaak, the
podcaster can offer new content on a subscriptimistor release a special episode, in additiots tearmal podca:
episodes, and charge a nominal fee ($3)f@r that episode to its audience. By havingesssful, extremely ea
to use micropayment platform in iTunes/iPhone/iFodch, Android and Google, the podcast audiencesvaling
to pay a nominal fee ($1.99), from time to time, $pecial episodes of their favorite podcast arehesign up for
inexpensive subscriptions ($.99 a month; $8.99 fomonths) of new content. Wizzard earns a poxicthe
subscription and episode revenue for administdtiegApp account and delivering the content to thresamer.

WIZZARD MEDIA - ADVERTISING

In 2012, Wizzard executed multiple national braddeatising campaigns for companies including Augliahd
Lego. These campaigns run across multiple showvik, different advertisers, resulting in $70,127 d¥exrtising
revenue in the second quarter of 2012.

Wizzard’s Alchemy system is able to handle therit@e of advertisements into audio and video shaits
geographical targeting capabilities, which is udnultiple advertising campaigns. Using the systthe
Wizzard Media Network had the capability to delitgB03,958,652 advertisements in the second quafrzg12 if
2.5 advertisements were placed in every podcasestglownloaded from the network. In order toéase the
percentage of filled advertising inventory we memttinue to execute on our advertising sales glyaiategrate
third party ad networks and portals and creatdiogiships with more advertising agencies and tblgnts. The
advertising capabilities number mentioned abovethadables for download inventory (below) demaatsts to
advertisers the reach of the Wizzard Media AdviegisNetwork as most advertisers want to see theppity for
large advertising campaigns when considering amegium for their marketing plans. Management bekeahat
most advertisers prefer to deal with a few compamniigh large reach rather than many companies swtaller
reach as it makes their advertising ‘buys’ andkirag easier to monitor.

Client results of our largest advertising executiodate were excellent in Management's opinionvea@xpect
more buys from the client in the future. We havevinad multiple advertisers renew campaigns withAalid
including one advertiser that is on its Béampaign, demonstrating what Management believesdsllent back-
end ad operational customer service on Wizzardtsapa a satisfactory ROI for our clients.

Wizzard Media currently has 22 distinct ad categorive take to market. As the number of publisjuéning

Wizzard’s Advertising Network grows, so does thaikable advertising inventory for Wizzard's advsirtig sales
team to sell.
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Potential Ad

Month Impression
April 2011 235,829,92"
May 2011 262,660,53¢
June 201: * 261,060,69:
July 2011 * 268,023,21¢
August 2011 * 279,321,00(
September 201 272,019,54¢
October 201: 299,068,56!
November 201. 350,041,79¢
December 201 * 391,376,53(
January 201, * 428,054,51°

February 201. * 393,669,12¢
March 2012 429,897,73¢
April 2012 401,122,66"
May 2012 420,345,92(
June 201. * 482,490,06¢

* December and January are historically strong maiethdownloads. June, July and August are histtlyicdower months for downloads.
Management believes that the above numbers deratsmgb advertisers the reach of the Wizzard Madisvork as most advertisers want to
see the opportunity for large advertising campaigrianagement believes that most advertisers preféeal with a few companies with
large reach rather than many companies with smibh as it makes their advertising ‘buys’ andKirgg easier to monitor. Formula:
Nielsen certified downloads x 2.5 (to take into@aut pre-roll and post-roll position, and 50% dfddwnloads capable of handling 1 nrinlt
ad). While there can be no future pricing guaresitéhe industry is currently charging, and plansantinue to charge, between $.01 and
$.005 per downloaded ad. The advertisements tehd ho longer than 15 to 30 seconds and sevesaladbe inserted in one twemntyjnute
episode.

Nielsen Certified Downloads for A
Network

Month Downloads
March 2011 97,449,28:
April 2011 94,331,971
May 2011 105,064,21:
June 201: ** 104,424,27¢
July 2011 107,209,28¢
August 2011 111,728,40(
September 201 108,807,81¢
October 201: 119,627,42¢
November 201: 140,016,71¢
December 201 156,550,61:
January 201, **171,221,80%
February 201. 157,467,65(
March 2012 171,959,09¢
April 2012 160,488,66"
May 2012 168,138,36¢
June 201: **192,996,02¢

** December and January are historically strong mdiathdownloads. June, July and August are histtyicdower months for downloads.
While there can be no future pricing guaranteesjridustry average is $.01 and $.005 per downloadedn order to win new business, at
times, our ad sales force will give first time disats in the per download price. The advertisemtaid to be no longer than 15 to 30
seconds and several ads can be inserted in oné/twenute episode.

2. SPEECH TECHNOLOGY & SERVICES GROUP

Wizzard Software's legacy Speech Technology & $es/Group sells and licenses speech programmitgy too
related speech products and services, and disablispeech engines in over 13 languages worldwidizzard
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receives the majority of its sales leads througaryements with IBM and AT&T, as well as through own
Internet marketing efforts through Google, Yahod ather major Internet search engines. In thersggoarter of
2012 Wizzard continued its Internet marketing a@ffdhrough major search engines and continues thfynibon a
quarterly basis.

The T&S Group continues to focus its efforts onecassistive application, website audio and alestesys. The
website audio file distribution category currerghyows the most promise for expanded business doingrd.

The Speech Technology and Services Group's imneeftiatis is to increase revenue and be a prefeapgalier for
speech technologies to large businesses worldeidphasize great technologies, competitive priass héigh
quality support to the speech development commuamityoffer non-technical hosted speech conversorices to
companies that have subscriber bases in fast ggowarket segments. There can be no guaranteeustaincers
will be willing to pay Wizzard for these services.

3. HEALTHCARE

Based in Casper, Wyoming and Billings, Montanagiimi Health Care of Wyoming has been serving its
community for seventeen years and is part of teeéhbealth segment of the healthcare industry, ghogia wide
range of visiting nurse services to the elderlyunaed and sick. It is one of the 300 home healémeigs that
comprise Interim Health Care, the largest hometheate franchise in the United States. Wizzarderuly derives
the bulk of its revenues, 57% for the second quaift@012, from its home healthcare and staffingragions.

During the second quarter of 2012, we experience@Pa increase in revenue over the second quar@dXf. Thi:
was driven by an increased use in our staffingisesvin our Billings location. At the same timardome
healthcare service continued to provide a condisterease of revenue during the second quart20d2.

As with most organizations in today’s economy, \e @pproaching our healthcare business with slkaptic
optimism. While the economy within Casper Wyomappears to have been affected very little by ttaghs in
the economy in the rest of the country, these ¢mmdi could change rapidly. As for our operatiomillings,
Montana and its focus on the medical staffing iysve anticipate a leveling in the demand for medical
staffing services during the second half of therye®s such, we will continue to evaluate opportiasi to expand
the realm of services we offer. Promotional atithgi are being managed as the offices experienctufitions in
the day-to-day operations and as we embark on neindss opportunities.

Our home healthcare business continues to bedrsviénue generator for our Company as our cogntry'
population ages and new methods of patient dataieapecome critical components for delivering higfality,
affordable healthcare services in a patient's hoAithough this has been a gradual process, we\rthat we are
building a solid business that will offer a compdintary package of new technology and traditionalises.

See Part Il, Item 5 of this Quarterly Report regagdhe anticipated spin-off of the Company’s hdmealthcare
operations to its stockholders.

Restatement- On February 23, 2012, the Company affected a 12aeverse stock-split. All references to stock
issuances and per share data have been refledteesim financial statements.

Results of Operations

Three Months Ended June 30, 2012 and 2011.

During the second quarter ended June 30, 2012,aMizecorded revenues of $2,037,118, a 39% incfearse
revenues of $1,460,435 in the second quarter of ZDHie increase for the second quarter of 2012¢tsflan
increase in revenue within our media and healthsageents. Within the media segment, revenue viasndby
an increase in hosting fees, ad revenue and théaddf subscription revenue. Within the healtlecaegment,
revenue increases were driven by increase useraftaffing services in Billings, MT and home healihe services
in Casper, WY.
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Cost of goods sold totaled $1,121,919 in the secpadter of 2012, versus $815,724 in the secondejuaf 2011.
This increase of 37% is driven by the increasemagdrom our healthcare business. It is also béign by
increased bandwidth costs due to increase usdggnafvidth and a slight increase in pricing. Wecipdite seeing
a modest increase in the cost of bandwidth throug®012. Wizzard posted a gross profit of $915,d96ng the
second quarter of 2012, versus a gross profit 84&a6L1 in the second quarter of 2011, an increbd2%.

In the second quarter ended June 30, 2012, opgratipenses totaled $1,251,745 which was a 16%aserzom
operating expenses of $1,075,048 in the secondequzr2011. Broken down by line item our opergtéxpenses
were:

Selling expenses in the second quarter of 2012 $&te656 versus $54,724 in the comparable quante2(fll,
representing no increase over prior year.

General and administrative expenses were $921M92012 versus $764,163 in the 2011 quarter, aeaser of
21%, due to the use of stock to pay for servicektartonserve cash flow. Salaries, wages ancekktpenses
increased to $549,506 in the second quarter of 2@h2 $487,810 in the second quarter of 2011, aregse of
13%, driven by the addition of personnel and insesan wages coupled with the issuance of stockiiserve cas
flow. Consulting fees increased to $208,730 insheond quarter of 2012 from $182,065 in the secuadter of
2011, an increase of 15% due to the use of comgsilfar the work performed for the acquisition &B~ Researcl
and Development expenses in the second quartéy1l@ ®ere $69,867 versus $74,096 in the secondeyuzrt
2011.

Other income of $6,408 versus other expense oP&lifbthe second quarter of 2011 consisted prigafithe
disposal of fixed assets during the second quaft2®12.

Wizzard's net loss available to common shareholtess$330,138, or $0.04 per share, in the quaniged June 3
2012. This represents a 23% decrease from odosebf $428,743, or $0.06 per share, in the seqoader of
2011. During the second quarter of 2012, non-capkmitures totaled $204,153 versus $64,879 irs¢icend
quarter of 2011.

Six months ended June 30, 2012 and 2011.

During the six month period ended June 30, 2012z9fd recorded revenues of $3,892,731, a 29% iserezer
revenues of $3,026,439 for the same period in 201k increase for the first six months of 2012e@6 an
increase in revenue over the Healthcare and Medjmsnts, but primarily due to an increase in hgdies, ad
revenue and the addition of subscription revendkiwbur Media segment. We also experienced iseg&n hom
health services and staffing services within oualtheare segment.

In the six months ended June 30, 2012, cost of geoldl totaled $2,089,832, a 24% increase as cadpar
$1,682,893in the six months ended June 30, 201dsé&tvere driven by increases across all segm&hts Media
and Healthcare segment increases were driven byase in business. The increase in Software sdgmasn
driven by a shift of business during the secondtquaf 2012. Wizzard posted a gross profit 0882,899 during
the first six months of 2012, versus a gross pudft1,343,546 in the first six months of 2011 jrerease of 34%.

Wizzard recorded total operating expenses of $34B36during the six months ended June 30, 2018% 4
increase as compared to operating expenses of1$2/791in the same period of 2011. General and @idtrative
expenses totaled $1,894,943 in the first six moaft&)12 versus $1,537,798 in the first six morth2011, an
increase of 23%, driven by increases with multg@sts, which include, NYSE listing fees, legal fémsdue
diligence in connection with the FAB Agreementybexpense for due diligence, and consulting feedue
diligence. Salaries, wages and related expensesaised to $1,023,626 in the 2012 period from $DBiB the
2011period, an increase of 5%. Consulting feesas®d to $968,303 in 2012 versus $343,227.

Selling expenses in the first six months of 2012en137,486 versus $113,646 in 2011. This 21%ease was

driven by spending in our media segment for adsieidi. Research and Development expense decraased t
$135,749 in the first six months of 2012 from $140B in the first six months of 2011.
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Other income of $6,214 versus other expenses $@8Tn2the second quarter of 2011 consisted primafiinteres
expense. This decrease is due to recording $2@387he repricing of equity instruments during the 2011 pdr

Wizzard's net loss available to common shareholtess$1,327,368, or $0.16 per share, in the fixan®nths of
2012. This represents a 28% increase from ouoastof $1,035,501, or $0.14 per share, in thé silsmonths of
2011. During the first six months of 2012, non-cagpenditures totaled $1,044,606, a 213% incraase fon-
cash expenditures of $333,176 in the first six memf 2011.

The following is a summary of non-cash expenditures

For the Three For the Six
Months Ended Months Ended
June 30, June 30,
2012 2011 2012 2011

NON-CASH EXPENDITURES
Amortization of discount on notes payable 0 0 0 5,32¢
Re-pricing and extension of warrants 0 0 0 243,87¢
Stock option grants 2,17¢ 42,27¢ 4,35¢ 42 27"
Depreciation and amortization expense 7,07 15,10¢ 13,74: 32,09¢
Interest expense paid with stock 0 0 0 9,94z
Change in FMV of derivative liability 0 0 0 (15,784
Extension of notes payable 0 0 0 0
Non-cash expense 9,25¢ 60,37¢ 18,101 320,73
Expenditures paid with issuance of stock 194,90( 4,50( 1,026,50! 12,44
Total non-cash expenditures 204,15: 64,87¢ 1,044,601 333,17¢

Liquidity and Capital Resources

Cash on hand was $792,191 at June 30, 2012, aadeoné $650,274 over the $1,442,465 on hand atrbleee31,
2011. Net cash used in operations for the six hmahded June 30, 2012, was $645,791, a decredgéwdver
the $945,475 net cash used in operations for thmenths ended June 30, 2011. The increase inatso
receivable is being driven by the increase in reeeroupled with the slower payment process onahleation of
receivables. The increased use of stock to pageivices allowed us to further preserve cash batanc

In the first six months of 2012, the Company hadtash provided by financing activities. During #ie months
ended June 30, 2011, cash provided by financingiées was $2,923,575 which was from the issuarfcél6,667
shares upon notice of exercise of warrants byifiggtutional investors, and the company received $0,000 in
cash; the issuance of 1,166,667 shares of Comnumk Siar value $.001, and 440,268 warrants to @seh
common stock at $5.16 per share, for a total amo$2,923,575, net of fees of $256,400; and thar@at of
$1,000,000 notes payable.

During the six months ended June 30, 2012, caghinsavesting activities was $4,483, which wastfoe
purchase of computer equipment, net of proceeds fhe sale of equipment.

The Company believes it is still in the early seagéthe new and developing digital media publigtgervices, and

estimates it will require approximately $135,000 pwnth to maintain current operations and growdigital
media business.
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The following table reflects our contractual obtigas as of June 30, 2012:

Contractual Obligation Less thar 1-3

Total 1 Year Years
Guaranteed Royall $ 378,00(% 253,00 125,00(
Rent 239,57¢ 68,57¢ 171,00(
Total $ 617,57 321,57@ 296,00(

Our consolidated financial statements have beepapeel on a going concern basis, which contempthtes
realization of assets and the satisfaction of liiéds in the normal course of business. Our aptfit continue as a
going concern is substantially dependent on theessful execution of many of the actions referceditove, on tt
timeline contemplated by our plans. The uncertairfityuccessful execution of our plan, among othetdfs, raises
substantial doubt as to our ability to continu@awing concern. The accompanying consolidatechfiiah
statements do not include any adjustments thattméglult from the outcome of this uncertainty.

Item 3. Quantitative and Qualitative DisclosuresoAbMarket Risk

Not required for smaller reporting compani

Item 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures

Our disclosure controls and procedures (as defim&ulle 13a-15(e) under the Securities ExchangeoAt834
(the "Exchange Act")), which we refer to as disal@scontrols, are controls and procedures thadesgned with
the objective of ensuring that information requitede disclosed in our reports filed under thelaxge Act, such
as this report, is recorded, processed, summaaizédaeported within the time periods specifiechia ecurities
and Exchange Commission's rules and forms. Discdosontrols are also designed with the objectivensiuring
that such information is accumulated and commuedtéd our management, including the Chief Execu@iffecer
and the Chief Financial Officer, as appropriataltow timely decisions regarding required discl@surhere are
inherent limitations to the effectiveness of anptcol system. A control system, no matter how welhceived and
operated, can provide only reasonable assurantégiudbjectives are met. No evaluation of contaas provide
absolute assurance that all control issues andnass of fraud, if any, within our company haverbéetected.

As of June 30, 2012, an evaluation was carriedinder the supervision and with the participatiomf
management, including the Chief Executive Officed ¢he Chief Financial Officer, of the effectiveaes the
design and operation of our disclosure controlasd8l upon that evaluation, the Chief Executived®ffand the
Chief Financial Officer concluded that, as of sdelte, the design and operation of these disclasantols were
effective to accomplish their objectives at thesmable assurance level.

(b) Changes in Internal Control over Financial Repating

No change in our internal control over financigloging (as defined in Rules 1-15(f) and 15d-15(f) under the
Exchange Act), occurred during the fiscal quartetesl June 30, 2012 that has materially affectet, imasonably
likely to materially affect, our internal controber financial reporting.

PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

Wizzard is involved in routine legal and adminisitra proceedings and claims of various types. \&Ademo
material pending legal or administrative proceedjraher than ordinary routine litigation inciddrttaour
business, to which we or any of our subsidiariesagparty or of which any property is the subjasthile any
proceeding or claim contains an element of unagstamanagement does not expect that any such guioweor
claim will have a material adverse effect on owults of operations or financial position.
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ltem 1A. Risk Factors

Not required for smaller reporting compani

Item 2. Unregistered Sales of Equity Securitied dse of Proceeds

The Company did not issue any securities duringthenonth period ended June 30, 2012, which wete n
registered under the Securities Act of 1933, asnaiee (the "Securities Act"):

Item 3. Defaults Upon Senior Securities

None; not applicable.

ltem 4. Mine Safety Disclosures

None; not applicable.

Item 5. Other Information

(@) On April 5, 2012, the Company executed a Share &xgh Agreement (the “Agreement”) providing for its
acquisition of 100% of the issued and outstandiragess of Digital Entertainment International L.,
company incorporated under the law of the Hong K8pgcial Administrative Region. The executionha$t
Agreement was disclosed in a Current Report on R#dated April 5, 2012, which was filed with the
Securities and Exchange Commission on April 1022@hd which is incorporated herein by referentlee
Company’s common stockholders approved the Agreeateahe Annual Meeting of Stockholders, which was
held on July 30, 2012, and this approval was dgszldn a Current Report on Form 8-K filed with S8ieC on
the same date. See the Exhibit Index, Part Iin IBeof this Quarterly Report.

Under the terms of the Agreement, the Company?s-sffiof its home healthcare operations is a preaan

to closing. Accordingly, on June 22, 2012, the @any organized a new wholly-owned subsidiary, Fautur
Healthcare of America, a Wyoming corporation (“FHAAnd assigned all of its interest in Interim Hlecdre
to FHA. FHA has filed with the SEC a registrat&tatement on Form S-1, which was amended on Juyly 27
2012, with respect to the spin-off shares. Thepdetion of the spin-off will be subject to the SEC’
declaration of effectiveness of the S-1 registratitatement.

(b) During the quarterly period ended June 3022@ere were no changes to the procedures by which
shareholders’ may recommend nominees to the Congbogrd of directors.

Item 6. Exhibits

(i) Where incorporated in this Report

Current Report on Formr-K dated April 5, 2012, file Part I, Item 5
with the Securities and Exchange Commission onlAfj 2012*

Current Report on Forr-K dated July 30, 2012, file Part |, Item 5
with the Securities and Exchange Commission on 30)y2012*

* This document and related exhibits has previpbslen filed with the Securities and Exchange
Commission and is incorporated herein by reference.

(i) Exhibit No. Description
31.1 302 Certification of Christopher J. Spencer
31.2 302 Certification of John Busshaus
32 906 Certification.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be
signed on its behalf by the undersigned, theredatp authorized.

WIZZARD SOFTWAREORPORATION
Date:  8/14/12 By: /9 Christopher J. Spencer

Christopher J. Spencer
Chief Executive Officer and President

Date:  8/14/12 /5 John Busshaus
John Busshaus
Chief Financial Officer

Date:  8/14/12 /sl J. Gregory Smith
J. Gregory Smith
Director

Date:  8/14/12 /s Denis Yevstifeyev
Denis Yevstifeyev
Director

Date:  8/14/12 /s Douglas Polinsky

Douglas Polinsky
Director
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CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Christopher J. Spencer, certify that:
1. | have reviewed this report on Form 10-Q of Wizz&aftware Corporation;

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or
omit to state a material fact necessary to makstdtements made, in light of the circumstanceguwtiich
such statements were made, not misleading witteot$p the period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in
this report, fairly present in all material resygeitte financial condition, results of operationd aash flows
of the registrant as of, and for, the periods presgkin this report;

4, The registrant's other certifying officer and | aesponsible for establishing and maintaining
disclosure controls and procedures (as defineckam&nge Act Rules 13a-15(e) and 15d-15(e)) andnate
control over financial reporting (as defined in Baoge Act Rules 13a-15(f) and 15d-15(f)) for thgistrant
and have:

a) designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed, to ensure that maieiéamation relating to the registrant,
including its consolidated subsidiaries, is madevikmto me by others within those entities,
particularly during the period in which this rep@teing prepared;

b) designed such internal control over fitiahreporting, or caused such internal controlrove
financial reporting to be designed under our suigam, to provide reasonable assurance
regarding the reliability of financial reportingathe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principals;

C) evaluated the effectiveness of the registrantdalsire controls and procedures and presented
in this report my conclusions about the effectivsnef the disclosure controls and procedures,
as of the end of the period covered by this repased on such evaluation; and

d) disclosed in this report any change in the regi$ganternal control over financial reporting
that occurred during the registrant's most redsnaf quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that hetemally affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent
evaluation of internal control over financial refiog, to the registrant's auditors and the auditimittee of
the registrant's board of directors (or personfopging the equivalent functions);

a) all significant deficiencies and material weaknessehe design or operation of internal control
over financial reporting which are reasonably kil adversely affect the registrant's ability to
record, process, summarize and report financiakinétion; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

Date:  8/14/12 By: /9 Christopher J. Spencer
Christopher J. Spencer
Chief Executive Officer and President



CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, John Busshaus, certify that:
1. | have reviewed this report on Form 10-Q of Wizz&aftware Corporation;

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or
omit to state a material fact necessary to makstdtements made, in light of the circumstanceguwthich
such statements were made, not misleading witteot$p the period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in
this report, fairly present in all material resygeitte financial condition, results of operationd aash flows
of the registrant as of, and for, the periods presgkin this report;

4, The registrant's other certifying officer and | aesponsible for establishing and maintaining
disclosure controls and procedures (as defineckam@&nge Act Rules 13a-15(e) and 15d-15(e)) andnate
control over financial reporting (as defined in Baoge Act Rules 13a-15(f) and 15d-15(f)) for thgistrant
and have:

a) designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed, to ensure that maieféamation relating to the registrant,
including its consolidated subsidiaries, is madevikmto me by others within those entities,
particularly during the period in which this rep@teing prepared;

b) designed such internal control over fitiahreporting, or caused such internal controlrove
financial reporting to be designed under our suigam, to provide reasonable assurance
regarding the reliability of financial reportingathe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principals;

C) evaluated the effectiveness of the registrantdatsire controls and procedures and presented
in this report my conclusions about the effectivsnef the disclosure controls and procedures,
as of the end of the period covered by this repased on such evaluation; and

d) disclosed in this report any change in the regi$ganternal control over financial reporting
that occurred during the registrant's most redsnaf quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that hetemally affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(s) andalve disclosed, based on our most recent
evaluation of internal control over financial refiog, to the registrant's auditors and the auditiwittee of
the registrant's board of directors (or personfopging the equivalent functions);

a) all significant deficiencies and material weaknessehe design or operation of internal control
over financial reporting which are reasonably kil adversely affect the registrant's ability to
record, process, summarize and report financiakinétion; and

b) any fraud, whether or not material, that involvesnaggement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

Date:  8/14/12 By: /9 John Busshaus
John Busshaus
Chief Financial Officer



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

In connection with the Quarterly Report of Wizz&ufftware Corporation (the "Registrant") on Form 10-
Q for the period ending June 30, 2012, as filedhwit Securities and Exchange Commission on thee dat
hereof (the "Quarterly Report"), we, Christophesgencer, President, CEO and Treasurer and John
Busshaus, Chief Financial Officer of the Registranttify, pursuant to 18 U.S.C. Section 1350, dsped
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

(1) The Quarterly Report fully complies with thejprements of section 13(a) or 15(d) of the Semsit
Exchange Act of 1934; and

(2) The information contained in the Quarterly Beefairly presents, in all material respects, the
financial condition and result of operations of Registrant.

Date:  8/14/12 By: /9 Christopher J. Spencer
Christopher J. Spencer
Chief Executive Officer and President

Date:  8/14/12 By: /9 John Busshaus
John Busshaus
Chief Financial Officer



